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SECTION 1.01. Registered Office. -The registered office of the corporation shall be in the City of 
Wilmington, County of New Castle, State of Delaware until a different office is established by resolution of the 
board of directors and a certificate certifying the change is filed in the manner provided by statute. 

SECTION 1.02. Fiscal Year. -The fiscal year ofthe corporation shall end on the 31st day ofDecember in 
each year. 

ARTICLE II 
Notice- Waivers- Meetings 

SECTION 2.01. Notice, What Constitutes. -Whenever, under the provisions of the Delaware General 
Corporation Law ("GCL") or the certificate of incorporation or these Bylaws, notice is required to be given to any 
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director or stockholder, it shall not be construed to require personal notice, but such notice may be given in 
writing, by mail or by telegram (with messenger service specified), telex or TWX (with answerback received) or 
courier service, charges prepaid, or by telephone or facsimile transmission to the address (or to the telex, TWX, 
facsimile or telephone number) of the person appearing on the books of the corporation, or in the case of directors, 
supplied to the corporation for the purpose of notice. If the notice is sent by mail, telegram or courier service, it 
shall be deemed to be given when deposited in the United States mail or with a telegraph office or courier service 
for delivery to that person or, in the case of telex or TWX, when dispatched, or in the case of facsimile 
transmission, when received. 

SECTION 2.02. Notice of Meetings of Board of Directors. -Notice of a regular meeting of the board of 
directors need not be given. Notice of every special meeting of the board of directors shall be given to each director 
in person or by telephone or in writing at least 24 hours (in the case of notice in person or by telephone, telex, 
TWX or facsimile transmission) or 48 hours (in the case of notice by telegram, courier service or express mail) or 
five days (in the case of notice by first class mail) before the time at which the meeting is to be held. Every such 
notice shall state the time and place of the meeting. Neither the business to be transacted at, nor the purpose of, any 
regular or special meeting of the board need be specified in a notice of the meeting. 
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SECTION 2.03. Notice of Meetings of Stockholders. -Written notice of the place, date and hour of every 
meeting of the stockholders, whether annual or special, shall be given to each stockholder of record entitled to vote 
at the meeting not less than ten nor more than 60 days before the date of the meeting. Every notice of a special 
meeting shall state the purpose or purposes thereof. If the notice is sent by mail, it shall be deemed to have been 
given when deposited in the United States mail, postage prepaid, directed to the stockholder at the address of the 
stockholder as it appears on the records of the corporation. 

SECTION 2.04. Waivers of Notice. 

(a) Written Waiver. -Whenever notice is required to be given under any provisions of the GCL or the 
certificate of incorporation or these Bylaws, a written waiver, signed by the person or persons entitled to the notice, 
whether before or after the time stated therein, shall be deemed equivalent to notice. Neither the business to be 
transacted at, nor the purpose of, any regular or special meeting of the stockholders, directors, or members of a 
committee of directors need be specified in any written waiver of notice of such meeting. 

(b) Waiver by Attendance. -Attendance of a person at a meeting, either in person or by proxy, shall 
constitute a waiver of notice of such meeting, except where a person attends a meeting for the express purpose of 
objecting at the beginning of the meeting to the transaction of any business because the meeting was not lawfully 
called or convened. 

SECTION 2.05. Exception to Requirements of Notice. 

(a) General Rule. -Whenever notice is required to be given, under any provision of the GCL or the certificate 
of incorporation or these Bylaws, to any person with whom communication is unlawful, the giving of such notice 
to such person shall not be required and there shall be no duty to apply to any governmental authority or agency for 
a license or permit to give such notice to such person. Any action or meeting which shall be taken or held without 
notice to any such person with whom communication is unlawful shall have the same force and effect as if such 
notice had been duly given. 

(b) Stockholders Without Forwarding Addresses. -Whenever notice is required to be given, under any 
provision of the GCL or the certificate of incorporation or these Bylaws, to any stockholder to whom (i) notice of 
two consecutive annual meetings, and all notices of meetings or of the taking of action by written consent without a 
meeting to such person during the period between such two consecutive annual meetings, or (ii) all, and at least 
two, payments (if sent by first class mail) of dividends or interest on securities during a 12 month period, have 
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been mailed addressed to such person at his address as shown on the records of the corporation and have been 
returned undeliverable, the giving of such notice to such person shall not be required. Any action or meeting which 
shall be taken or held without notice to such person shall have the same force and effect as if such notice had been 
duly given. If any such person shall deliver to the corporation a written notice setting forth the person's then 
current address, the requirement that notice be given to such person shall be reinstated. 
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SECTION 2.06. Conference Telephone Meetings. -One or more directors may participate in a meeting of 
the board, or of a committee of the board, by means of conference telephone or similar communications equipment 
by means of which all persons participating in the meeting can hear each other. Participation in a meeting 
pursuant to this section shall constitute presence in person at such meeting. 

ARTICLE III 
Meetings of Stockholders 

SECTION 3.01. Place of Meeting. -All meetings of the stockholders of the corporation shall be held at such 
place within or without the State of Delaware as shall be designated by the board of directors in the notice of such 
meeting (or by the Chairman calling a meeting pursuant to Section 3.03). 

SECTION 3.02. Annual Meeting. -The board of directors may fix and designate the date and time of the 
annual meeting of the stockholders. At said meeting the stockholders then entitled to vote shall elect directors and 
shall transact such other business as may properly be brought before the meeting. 

SECTION 3.03. Special Meetings. -Special meetings of the stockholders of the corporation may be called at 
any time by the chairman of the board or a majority of the board of directors. At any time, upon the written request 
of any person or persons who have duly called a special meeting, which written request shall state the purpose or 
purposes of the meeting, it shall be the duty of the secretary to fix the date of the meeting which shall be held at 
such date and time as the secretary may fix, not less than ten nor more than 60 days after the receipt of the request, 
and to give due notice thereof. If the secretary shall neglect or refuse to fix the time and date of such meeting and 
give notice thereof, the person or persons calling the meeting may do so. 

SECTION 3.04. Quorum, Manner of Acting and Adjournment. 

(a) Quorum. -The holders of a majority of the shares entitled to vote, present in person or represented by 
proxy, shall constitute a quorum at all meetings of the stockholders except as otherwise provided by the GCL, by 
the certificate of incorporation or by these Bylaws. If a quorum is not present or represented at any meeting of the 
stockholders, the stockholders entitled to vote thereat, present in person or represented by proxy, shall have power 
to adjourn the meeting from time to time, without notice other than announcement at the meeting, until a quorum 
is present or represented. At any such adjourned meeting at which a quorum is present or represented, the 
corporation may transact any business which might have been transacted at the original meeting. If the 
adjournment is for more than 30 days, or if after the adjournment a new record date is fixed for the adjourned 
meeting, a notice of the adjourned meeting shall be given to each stockholder of record entitled to vote at the 
meeting. 
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(b) Manner of Acting. -Directors shall be elected by a plurality of the votes of the shares present in person or 
represented by proxy and entitled to vote at the meeting on the election of directors. In all matters other than the 
election of directors, the affirmative vote of the majority of shares present in person or represented by proxy at the 
meeting and entitled to vote and voting thereon shall be the act of the stockholders, unless the question is one upon 
which, by express provision of the applicable statute, the certificate of incorporation or these Bylaws, a different 
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vote is required in which case such express provision shall govern and control the decision of the question. The 
stockholders present in person or by proxy at a duly organized meeting can continue to do business until 
adjournment, notwithstanding withdrawal of enough stockholders to leave less than a quorum. 

(c) Stockholder Proposals. -Nominations by stockholders of persons for election to the board of directors of 
the corporation may be made at an annual meeting in compliance with Section 4.13 hereof. The proposal of other 
business to be considered by the stockholders at an annual meeting of stockholders may be made (i) pursuant to the 
corporation's notice of meeting, (ii) by or at the direction of the board of directors, or (iii) by any stockholder of the 
corporation pursuant to timely notice in writing to the secretary of the corporation. To be timely, a stockholder's 
notice shall be delivered to or mailed and received at the principal executive offices of the corporation not less than 
90 days prior to the anniversary date of the prior year's annual meeting. Such stockholder's notice to the secretary 
shall set forth (a) as to the stockholder giving notice and the beneficial owner, if any on whose behalf the proposal 
is made, (i) their name and record address, and (ii) the class and number of shares of capital stock of the 
corporation which are beneficially owned by each of them, and (b) a brief description of the business desired to be 
brought before the meeting, the reasons for conducting such business at the meeting and any material interest in 
such business of such stockholder giving notice and the beneficial owner, if any, on whose behalf the proposal is 
made. Only such business shall be conducted at a special meeting of stockholders as shall have been brought before 
the meeting pursuant to the corporation's notice of meeting. Only such business shall be conducted at a meeting of 
stockholders as shall have been brought before the meeting in accordance with the procedures set forth in this 
section. 

(d) The chairman of the meeting may, if the facts warrant, determine and declare to the meeting that any 
proposal made at the meeting was not made in accordance with the foregoing procedures and, in such event, the 
proposal shall be disregarded. Any decision by the chairman of the meeting shall be conclusive and binding upon 
all stockholders of the corporation for any purpose. 

SECTION 3.05. Organization. -At every meeting of the stockholders, the chairman of the board, if there be 
one, or in the case of a vacancy in the office or absence of the chairman of the board, one of the following persons 
present in the order stated: the president, the vice chairman, if one has been appointed, a chairman designated by 
the board of directors or a chairman chosen by the stockholders entitled to cast a majority of the votes which all 
stockholders present in person or by proxy are entitled to cast, shall act as chairman, and the secretary, or, in the 
absence of the secretary, an assistant secretary, or in the absence of the secretary and the assistant secretaries, a 
person appointed by the chairman, shall act as secretary. 
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SECTION 3.06. Voting. 

(a) General Rule. -Unless otherwise provided in the certificate of incorporation, each stockholder shall be 
entitled to one vote, in person or by proxy, for each share of capital stock having voting power held by such 
stockholder. 

(b) Voting and Other Action by Proxy. 

(1) A stockholder may execute a writing authorizing another person or persons to act for the 
stockholder as proxy. Such execution may be accomplished by the stockholder or the authorized officer, 
director, employee or agent of the stockholder signing such writing or causing his or her signature to be 
affixed to such writing by any reasonable means including, but not limited to, by facsimile signature. A 
stockholder may authorize another person or persons to act for the stockholder as proxy by transmitting or 
authorizing the transmission of a telegram, cablegram, or other means of electronic transmission to the 
person who will be the holder of the proxy or to a proxy solicitation firm, proxy support service organization 
or like agent duly authorized by the person who will be the holder of the proxy to receive such transmission if 
such telegram, cablegram or other means of electronic transmission sets forth or is submitted with 
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information from which it can be determined that the telegram, cablegram or other electronic transmission 
was authorized by the stockholder. 

(2) No proxy shall be voted or acted upon after three years from its date, unless the proxy provides for a 
longer period. 

(3) A duly executed proxy shall be irrevocable if it states that it is irrevocable and if, and only so long 
as, it is coupled with an interest sufficient in law to support an irrevocable power. A proxy may be made 
irrevocable regardless of whether the interest with which it is coupled is an interest in the stock itself or an 
interest in the corporation generally. 

SECTION 3.07. Voting Lists. -The officer who has charge of the stock ledger of the corporation shall 
prepare and make, at least ten days before every meeting of stockholders, a complete list of the stockholders 
entitled to vote at the meeting. The list shall be arranged in alphabetical order, showing the address of each 
stockholder and the number of shares registered in the name of each stockholder. Such list shall be open to the 
examination of any stockholder, for any purpose germane to the meeting, during ordinary business hours, for a 
period of at least ten days prior to the meeting either at a place within the city where the meeting is to be held, 
which place shall be specified in the notice of the meeting, or, if not so specified, at the place where the meeting is 
to be held. The list shall also be produced and kept at the time and place of the meeting during the whole time 
thereof, and may be inspected by any stockholder who is present. 

5 

SECTION 3.08. Inspectors of Election. 

(a) Appointment. -All elections of directors shall be by written ballot; the vote upon any other matter need 
not be by ballot. In advance of any meeting of stockholders the board of directors may appoint one or more 
inspectors, who need not be stockholders, to act at the meeting and to make a written report thereof. The board of 
directors may designate one or more persons as alternate inspectors to replace any inspector who fails to act. If no 
inspector or alternate is able to act at a meeting of stockholders, the person presiding at the meeting shall appoint 
one or more inspectors to act at the meeting. Each inspector, before entering upon the discharge of his or her 
duties, shall take and sign an oath faithfully to execute the duties of inspector with strict impartiality and according 
to the person's best ability. 

(b) Duties. -The inspectors shall ascertain the number of shares outstanding and the voting power of each, 
shall determine the shares represented at the meeting and the validity of proxies and ballots, shall count all votes 
and ballots, shall determine and retain for a reasonable period a record of the disposition of any challenges made to 
any determination by the inspectors, and shall certify their determination of the number of shares represented at 
the meeting and their count of all votes and ballots. The inspectors may appoint or retain other persons or entities 
to assist the inspectors in the performance of the duties of the inspectors. 

(c) Polls. -The date and time of the opening and the closing of the polls for each matter upon which the 
stockholders will vote at a meeting shall be announced at the meeting. No ballot, proxies or votes, nor any 
revocations thereof or changes thereto, shall be accepted by the inspectors after the closing of the polls unless the 
Court of Chancery upon application by a stockholder shall determine otherwise. 

(d) Reconciliation of Proxies and Ballots. -In determining the validity and counting of proxies and ballots, 
the inspectors shall be limited to an examination of the proxies, any envelopes submitted with those proxies, any 
information transmitted in accordance with section 3.06, ballots and the regular books and records of the 
corporation, except that the inspectors may consider other reliable information for the limited purpose of 
reconciling proxies and ballots submitted by or on behalf of banks, brokers, their nominees or similar persons 
which represent more votes than the holder of a proxy is authorized by the record owner to cast or more votes than 
the stockholder holds of record. If the inspectors consider other reliable information for the limited purpose 
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permitted herein, the inspectors at the time they make their certification pursuant to subsection (b) shall specify the 
precise information considered by them including the person or persons from whom they obtained the information, 
when the information was obtained, the means by which the information was obtained and the basis for the 
inspectors' belief that such information is accurate and reliable. 
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ARTICLE IV 
Board of Directors 

SECTION 4.01. Powers. -All powers vested by law in the corporation shall be exercised by or under the 
authority of, and the business and affairs of the corporation shall be managed under the direction of, the board of 
directors. 

SECTION 4.02. Number. -Subject to the provisions of the certificate of incorporation, the board of directors 
shall consist of such number of directors as may be determined from time to time by resolution adopted by a vote of 
a majority of the entire board of directors. 

SECTION 4.03. Term of Office. -Directors of the corporation shall hold office until the next annual meeting 
of stockholders and until their successors shall have been elected and qualified, except in the event of death, 
resignation or removal. 

SECTION 4.04. Vacancies. 

(a) Vacancies and newly created directorships resulting from any increase in the authorized number of 
directors may be filled by a majority of the directors then in office, though less than a quorum, or by a sole 
remaining director, and a director so chosen shall hold office until the next annual election of the class for which 
such director shall have been elected and until a successor is duly elected and qualified. If there are no directors in 
office, then an election of directors may be held in the manner provided by statute. 

(b) Whenever the holders of any class or classes of stock or series thereof are entitled to elect one or more 
directors by the provisions of the certificate of incorporation, vacancies and newly created directorships of such 
class or classes or series may be filled by a majority of the directors elected by such class or classes or series thereof 
then in office, or by a sole remaining director so elected. 

(c) If, at the time of filling any vacancy or any newly created directorship, the directors then in office shall 
constitute less than a majority of the entire board (as constituted immediately prior to any such increase), the Court 
of Chancery may, upon application of any stockholder or stockholders holding at least ten percent of the total 
number of the shares at the time outstanding having the right to vote for such directors, summarily order an 
election to be held to fill any such vacancies or newly created directorship, or to replace the directors chosen by the 
directors then in office. 

SECTION 4.05. Resignations. -Any director may resign at any time upon written notice to the chairman, 
president or secretary of the corporation. The resignation shall be effective upon receipt thereof by the corporation 
or at such subsequent time as shall be specified in the notice of resignation and, unless otherwise specified in the 
notice, the acceptance of the resignation shall not be necessary to make it effective. 
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SECTION 4.06. Organization. -At every meeting of the board of directors, the chairman of the board, if 
there be one, or, in the case of a vacancy in the office or absence of the chairman of the board, one of the following 
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officers present in the order stated: the president, the vice chairman, if one has been appointed, the vice presidents 
in their order of rank and seniority, or a chairman chosen by a majority of the directors present, shall preside, and 
the secretary, or, in the absence of the secretary, an assistant secretary, or in the absence of the secretary and the 
assistant secretaries, any person appointed by the chairman of the meeting, shall act as secretary. 

SECTION 4.07. Place of Meeting. -Meetings of the board of directors, both regular and special, shall be 
held at such place within or without the State of Delaware as the board of directors may from time to time 
determine, or as may be designated in the notice of the meeting. 

SECTION 4.08. Regular Meetings. -Regular meetings of the board of directors shall be held without notice 
at such time and place as shall be designated from time to time by resolution of the board of directors. 

SECTION 4.09. Special Meetings. -Special meetings of the board of directors shall be held whenever called 
by the chairman or by three or more of the directors. 

SECTION 4.10. Quorum, Manner of Acting and Adjournment. 

(a) General Rule. -At all meetings of the board one-third of the total number of directors shall constitute a 
quorum for the transaction of business. The vote of a majority of the directors present at any meeting at which a 
quorum is present shall be the act of the board of directors, except as may be otherwise specifically provided by the 
GCL or by the certificate of incorporation. If a quorum is not present at any meeting of the board of directors, the 
directors present thereat may adjourn the meeting from time to time, without notice other than announcement at 
the meeting, until a quorum is present. 

(b) Unanimous Written Consent. -Unless otherwise restricted by the certificate of incorporation, any action 
required or permitted to be taken at any meeting of the board of directors may be taken without a meeting, if all 
members of the board consent thereto in writing, and the writing or writings are filed with the minutes of 
proceedings of the board. 

SECTION 4.11. Committees of the Board. 

(a) Establishment. -The board of directors may, by resolution adopted by a majority of the entire board, 
establish one or more other committees, each committee to consist of one or more directors. The board may 
designate one or more directors as alternate members of any committee, who may replace any absent or 
disqualified member at any meeting of the committee. In the absence or disqualification of a member of a 
committee and the alternate or alternates, if any, designated for such member, the member or members of the 
committee present at any meeting and not disqualified from voting, whether or not they constitute a quorum, may 
unanimously appoint another director to act at the meeting in the place of any such absent or disqualified member. 
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(b) Powers. -Any such committee, to the extent provided in the resolution establishing such committee, shall 
have and may exercise all the power and authority of the board of directors in the management of the business and 
affairs of the corporation and may authorize the seal of the corporation to be affixed to all papers which may 
require it; but no such committee shall have such power or authority in reference to amending the certificate of 
incorporation (except that a committee may, to the extent authorized in the resolution or resolutions providing for 
the issuance of shares of stock adopted by the board of directors as provided in Section 151(a) of the GCL, fix the 
designation and any of the preferences or rights of such shares relating to dividends, redemption, dissolution, any 
distribution of assets of the corporation or the conversion into, or the exchange of such shares for, shares of any 
other class or classes or any other series of the same or any other class or classes of stock of the corporation or fix 
the number of shares of any series of stock or authorize the increase or decrease of shares of any series), adopting 
an agreement of merger or consolidation under Section 251, 252, 254, 255, 256, 257, 258, 263, or 264 of the GCL, 
recommending to the stockholders the sale, lease or exchange of all or substantially all of the corporation's 
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property and assets, recommending to the stockholders a dissolution of the corporation or a revocation of a 
dissolution, or amending the Bylaws of the corporation. Such committees shall have such name or names as may 
be determined from time to time by resolution adopted by the board of directors. Each committee so formed shall 
keep regular minutes of its meetings and report the same to the board of directors when required. 

(c) Committee Procedures. -The term "board of directors" or "board," when used in any provision of these 
Bylaws relating to the organization or procedures of or the manner of taking action by the board of directors, shall 
be construed to include and refer to any committee of the board. 

SECTION 4.12. Compensation of Directors. -Unless otherwise restricted by the certificate of incorporation, 
the board of directors shall have the authority to fix the compensation of directors. The directors may be paid their 
expenses, if any, of attendance at each meeting of the board of directors and may be paid a fixed sum for 
attendance at each meeting of the board of directors or a stated salary as director. No such payment shall preclude 
any director from serving the corporation in any other capacity and receiving compensation therefor. Members of 
special or standing committees may be allowed like compensation for attending committee meetings. 

SECTION 4.13. Qualifications and Election of Directors. 

(a) All directors of the corporation shall be natural persons of full age, but need not be residents of Delaware 
or stockholders of the corporation. Except in the case of vacancies, directors shall be elected by the stockholders. If 
directors of more than one class are to be elected, each class of directors to be elected at the meeting shall be 
nominated and elected separately. A director shall retire from the board at the board meeting next following his or 
her 72 od birthday. The term of office of any director elected or appointed in conformity with the preceding sentence 
shall continue (to the extent provided in the certificate of incorporation and these Bylaws) after such director 
reaches 72 years of age. 

(b) Nominations of persons for election to the board of directors of the corporation may be made at a meeting 
of stockholders by or at the direction of the board of directors. 
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(c) Nominations of persons for election to the board of directors of the corporation may also be made at the 
meeting by any stockholder of the corporation entitled to vote for the election of directors who complies with the 
notice procedures set forth in this Section 4.13 (c) and (d). Such nominations, other than those made by or at the 
direction of the board, shall be made pursuant to timely notice in writing to the secretary of the corporation. To be 
timely, a stockholder's notice shall be delivered to or mailed and received at the principal executive offices of the 
corporation not less than 90 days prior to the anniversary date of the prior year's meeting for the election of 
directors. Such stockholder's notice to the secretary shall set forth (a) as to each person whom the stockholder 
proposes to nominate for election or re-election as a director, (i) the name, age, business address and residence 
address of the person, (ii) the principal occupation or employment of the person, (iii) the class and number of 
shares of capital stock of the corporation which are beneficially owned by the person, and (iv) any other 
information relating to the person that is required to be disclosed in solicitations for proxies for election of 
directors pursuant to the rules and regulations promulgated under the Securities Exchange Act of 1934 as 
amended; and (b) as to the stockholder giving the notice (i) the name and record address of the stockholder and (ii) 
the class and number of shares of capital stock of the corporation which are beneficially owned by the stockholder. 
The corporation may require any proposed nominee to furnish such other information as may reasonably be 
required by the corporation to determine the eligibility of such proposed nominee to serve as a director of the 
corporation. No person shall be eligible for election as a director by the stockholders of the corporation unless 
nominated in accordance with the procedures set forth herein. 

(d) The chairman of the meeting may, if the facts warrant, determine and declare to the meeting that any 
nomination made at the meeting was not made in accordance with the foregoing procedures and, in such event, the 
nomination shall be disregarded. Any decision by the chairman of the meeting shall be conclusive and binding 
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upon all stockholders of the corporation for any purpose. 

SECTION 4.14. Voting of Stock. -Unless otherwise ordered by the board of directors, each of the chairman 
of the board, the president, and the principal accounting officer (as identified in the corporation's most recent 
report filed with the United States Securities and Exchange Commission) shall have full power and authority, on 
behalf of the corporation, to attend and to act and vote, in person or by proxy, at any meeting of the stockholders of 
any company in which the corporation may hold stock, and at any such meeting shall possess and may exercise any 
and all of the rights and powers incident to the ownership of such stock which, as the owner thereof, the 
corporation might have possessed and exercised if present. The board of directors, by resolution adopted from time 
to time, may confer like powers upon any other person or persons. 

SECTION 4.15. Endorsement of Securities for Transfer. -Each of the chairman of the board, the president, 
and the principal accounting officer shall have the power to endorse and deliver for sale, assignment or transfer 
certificates for stock, bonds or other securities, registered in the name of or belonging to the corporation, whether 
issued by the corporation or by any other corporation, government, state or municipality or agency thereof; and the 
board of directors from time to time may confer like power upon any other officer, agent or person by resolution 
adopted from time to time. Every such endorsement shall be countersigned by the treasurer or an assistant 
treasurer. 
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ARTICLE V 
Officers 

SECTION 5.01. Number, Qualifications and Designation. -The corporation shall have such officers with 
such titles and duties as shall be specified by resolution of the board of directors. Any number of offices may be 
held by the same person. Officers may, but need not, be directors or stockholders of the corporation. The board of 
directors may elect from among the members of the board a chairman of the board and one or more vice chairmen 
of the board. 

SECTION 5.02. Election and Term of Office. -The officers of the corporation, except those elected by 
delegated authority pursuant to section 5.03 of this Article, shall be elected annually by the board of directors, and 
each such officer shall hold office for a term of one year and until a successor is elected and qualified, or until his 
or her earlier resignation or removal. Any officer may resign at any time upon written notice to the corporation. 

SECTION 5.03. Subordinate Officers, Committees and Agents. -Each officer of the corporation shall have 
the power to appoint subordinate officers (including without limitation one or more assistant secretaries and one or 
more assistant treasurers) and to retain or appoint employees or other agents, or committees thereof, and to 
prescribe the authority and duties of such subordinate officers, committees, employees or other agents. 

SECTION 5.04. Officers' Bonds. -No officer of the corporation need provide a bond to guarantee the faithful 
discharge of the officer's duties unless the board of directors shall by resolution so require a bond in which event 
such officer shall give the corporation a bond (which shall be renewed if and as required) in such sum and with 
such surety or sureties as shall be satisfactory to the board of directors for the faithful performance of the duties of 
office. 

SECTION 5.05. Salaries. -The salaries of the officers and agents of the corporation elected by the board of 
directors shall be fixed from time to time by the board of directors. 

ARTICLE VI 
Certificates of Stock, Transfer, Etc. 

SECTION 6.01. Form and Issuance. 
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(a) Issuance. -The shares of the corporation shall be represented by certificates unless the board of directors 
shall by resolution provide that some or all of any class or series of stock shall be uncertificated shares. Any such 
resolution shall not apply to shares represented by a certificate until the certificate is surrendered to the 
corporation. Notwithstanding the adoption of any resolution providing for uncertificated shares, every holder of 
stock represented by certificates and upon request every holder of uncertificated shares shall be entitled to have a 
certificate signed by, or in the name of the corporation by, the chairman or vice chairman of the board of directors, 
or the president or vice president, and by the treasurer or an assistant treasurer, or the secretary or an assistant 
secretary, representing the number of shares registered in certificate form. 
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(b) Form and Records. -Stock certificates of the corporation shall be in such form as approved by the board 
of directors. The stock record books and the blank stock certificate books shall be kept by the secretary or by any 
agency designated by the board of directors for that purpose. The stock certificates of the corporation shall be 
numbered and registered in the stock ledger and transfer books of the corporation as they are issued. 

(c) Signatures. -Any of or all the signatures upon the stock certificates of the corporation may be a facsimile. 
In case any officer, transfer agent or registrar who has signed, or whose facsimile signature has been placed upon, 
any share certificate shall have ceased to be such officer, transfer agent or registrar before the certificate is issued, 
it may be issued with the same effect as if the signatory were such officer, transfer agent or registrar at the date of 
its issue. 

SECTION 6.02. Transfer. -Transfers of shares shall be made on the share register or transfer books of the 
corporation upon surrender of the certificate therefor, endorsed by the person named in the certificate or by an 
attorney lawfully constituted in writing. No transfer shall be made which would be inconsistent with the provisions 
of applicable law. 

SECTION 6.03. Lost, Stolen, Destroyed or Mutilated Certificates. -The board of directors may direct a 
new certificate of stock or uncertificated shares to be issued in place of any certificate theretofore issued by the 
corporation alleged to have been lost, stolen or destroyed, upon the making of an affidavit of that fact by the person 
claiming the certificate of stock to be lost, stolen or destroyed. When authorizing such issue of a new certificate or 
certificates, the board of directors may, in its discretion and as a condition precedent to the issuance thereof, 
require the owner of such lost, stolen or destroyed certificate or certificates, or the legal representative of the 
owner, to give the corporation a bond sufficient to indemnify against any claim that may be made against the 
corporation on account of the alleged loss, theft or destruction of such certificate or the issuance of such new 
certificate or uncertificated shares. 

SECTION 6.04. Record Holder of Shares. -The corporation shall be entitled to recognize the exclusive 
right of a person registered on its books as the owner of shares to receive dividends, and to vote as such owner, and 
to hold liable for calls and assessments a person registered on its books as the owner of shares, and shall not be 
bound to recognize any equitable or other claim to or interest in such share or shares on the part of any other 
person, whether or not it shall have express or other notice thereof, except as otherwise provided by the laws of 
Delaware. 
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SECTION 6.05. Determination of Stockholders of Record. 

(a) Meetings of Stockholders. -In order that the corporation may determine the stockholders entitled to 
notice of or to vote at any meeting of stockholders or any adjournment thereof, the board of directors may fix a 
record date, which record date shall not precede the date upon which the resolution fixing the record date is 
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adopted by the board of directors, and which record date shall not be more than 60 nor less than ten days before the 
date of such meeting. If no record date is fixed by the board of directors, the record date for determining 
stockholders entitled to notice of or to vote at a meeting of stockholders shall be at the close of business on the day 
next preceding the day on which notice is given, or, if notice is waived, at the close ofbusiness on the day next 
preceding the day on which the meeting is held. A determination of stockholders of record entitled to notice of or 
to vote at a meeting of stockholders shall apply to any adjournment of the meeting unless the board of directors 
fixes a new record date for the adjourned meeting. 

(b) Consent of Stockholders. -In order that the corporation may determine the stockholders entitled to 
consent to corporate action in writing without a meeting, the board of directors may fix a record date, which record 
date shall not precede the date upon which the resolution fixing the record date is adopted by the board of 
directors, and which date shall not be more than ten days after the date upon which the resolution fixing the record 
date is adopted by the board of directors. If no record date has been fixed by the board of directors, the record date 
for determining stockholders entitled to consent to corporate action in writing without a meeting, when no prior 
action by the board of directors is required by the GCL, shall be the first date on which a signed written consent 
setting forth the action taken or proposed to be taken is delivered to the corporation by delivery to its registered 
office in Delaware, its principal place of business, or an officer or agent of the corporation having custody of the 
book in which proceedings of meetings of stockholders are recorded. Delivery made to a corporation's registered 
office shall be by hand or by certified or registered mail, return receipt requested. If no record date has been fixed 
by the board of directors and prior action by the board of directors is required by the GCL, the record date for 
determining stockholders entitled to consent to corporate action in writing without a meeting shall be at the close 
of business on the day on which the board of directors adopts the resolution taking such prior action. 

(c) Dividends. -In order that the corporation may determine the stockholders entitled to receive payment of 
any dividend or other distribution or allotment of any rights of the stockholders entitled to exercise any rights in 
respect of any change, conversion or exchange of stock, or for the purpose of any other lawful action, the board of 
directors may fix a record date, which record date shall not precede the date upon which the resolution fixing the 
record date is adopted, and which record date shall be not more than 60 days prior to such action. If no record date 
is fixed, the record date for determining stockholders for any such purpose shall be at the close of business on the 
day on which the board of directors adopts the resolution relating thereto. 
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ARTICLE VII 
General Provisions 

SECTION 7.01. Dividends. -Subject to the restrictions contained in the GCL and any restrictions contained 
in the certificate of incorporation, the board of directors may declare and pay dividends upon the shares of capital 
stock of the corporation. 

SECTION 7.02. Contracts. -Except as otherwise provided in these Bylaws, the board of directors may 
authorize any officer or officers including the chairman and vice chairman of the board of directors, or any agent 
or agents, to enter into any contract or to execute or deliver any instrument on behalf of the corporation and such 
authority may be general or confined to specific instances. Any officer so authorized may, unless the authorizing 
resolution otherwise provides, delegate such authority to one or more subordinate officers, employees or agents, 
and such delegation may provide for further delegation. 

SECTION 7.03. Corporate Seal. -The corporation shall have a corporate seal, which shall have inscribed 
thereon the name of the corporation, the year of its organization and the words "Corporate Seal, Delaware". The 
seal may be used by causing it or a facsimile thereof to be impressed or affixed or in any other manner reproduced. 

SECTION 7.04. Checks, Notes, Etc. -All checks, notes and evidences of indebtedness of the corporation 
shall be signed by such person or persons as the board of directors may from time to time designate. 
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SECTION 7.05. Corporate Records. 

(a) Examination by Stockholders. -Every stockholder shall, upon written demand under oath stating the 
purpose thereof, have a right to examine, in person or by agent or attorney, during the usual hours for business, for 
any proper purpose, the stock ledger, list of stockholders, books or records of account, and records of the 
proceedings of the stockholders and directors of the corporation, and to make copies or extracts therefrom. A 
proper purpose shall mean a purpose reasonably related to such person's interest as a stockholder. In every instance 
where an attorney or other agent shall be the person who seeks the right to inspection, the demand under oath shall 
be accompanied by a power of attorney or such other writing which authorizes the attorney or other agent to so act 
on behalf of the stockholder. The demand under oath shall be directed to the corporation at its registered office in 
Delaware or at its principal place ofbusiness. Where the stockholder seeks to inspect the books and records of the 
corporation, other than its stock ledger or list of stockholders, the stockholder shall first establish ( 1) that the 
stockholder has complied with the provisions of this section respecting the form and manner of making demand for 
inspection of such documents; and (2) that the inspection sought is for a proper purpose. Where the stockholder 
seeks to inspect the stock ledger or list of stockholders of the corporation and has complied with the provisions of 
this section respecting the form and manner of making demand for inspection of such documents, the burden of 
proof shall be upon the corporation to establish that the inspection sought is for an improper purpose. 
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(b) Examination by Directors. -Any director shall have the right to examine the corporation's stock ledger, 
a list of its stockholders and its other books and records for a purpose reasonably related to the person's position as 
a director. 

SECTION 7.06. Amendment of Bylaws. -Except as otherwise provided herein, these Bylaws may be altered, 
amended or repealed or new Bylaws may be adopted either (1) by vote of the stockholders at a duly organized 
annual or special meeting of stockholders in accordance with the certificate of incorporation, or (2) by vote of a 
majority of the entire board of directors at any regular or special meeting of directors if such power is conferred 
upon the board of directors by the certificate of incorporation. 
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EXHIBIT lOj(i) 

VERIZON COMMUNICATIONS INC. LONG-TERM INCENTIVE PLAN 

PERFORMANCE STOCK UNIT AGREEMENT 

2003-05 A WARD CYCLE 

AGREEMENT between Verizon Communications Inc. ("Verizon") and the participant identified on the 
attached signature page (the "Participant"). 

1. Purpose of Agreement. The purpose of this Agreement is to provide a one-time grant of performance stock 
units ("PSUs") to the Participant. 

2. Agreement. This Agreement is entered into pursuant to the terms of the 2001 Verizon Communications 
Inc. Long-Term Incentive Plan (the "Plan"), and evidences the grant of a performance stock award in the form of 
PSUs pursuant to the Plan. This Agreement is designed to comply with the requirements of Section 162(m) of the 
Code and the Treasury Department Regulations thereunder. The PSUs and this Agreement are subject to the terms 
and provisions of the Plan. (The Participant may request a copy of the Plan from the Verizon Compensation and 
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Executive Benefits Department.) By executing this Agreement, the Participant agrees to be bound by the terms and 
provisions of the Plan, and by the actions of the Plan Administrator, the Human Resources Committee ofVerizon's 
Board of Directors or any successor thereto (the "Committee"), and any designee of the Committee. 

3. Contingency. The grant ofPSUs is contingent on the Participant's timely execution of this Agreement and 
satisfaction of certain other conditions contained herein. If the Participant does not execute this Agreement and 
return it as provided on the attached signature page within 30 business days of its receipt, the Participant shall not 
be entitled to the PSUs. 

4. Number of Units. The Participant is granted the number ofPSUs specified on the attached signature page 
as of February 3, 2003. A PSU is a hypothetical share ofVerizon's common stock. The value of a PSU on any 
given date shall be equal to the closing price ofVerizon's common stock as of such date. A PSU does not represent 
an equity interest in Verizon and carries no voting rights. A Dividend Equivalent Unit ("DEU") or fraction thereof 
shall be added to each PSU each time that a dividend is paid on Verizon's common stock. The amount of each 
DEU shall be equal to the dividend paid on a share ofVerizon's common stock. The DEU shall be converted into 
PSUs or fractions thereofbased upon the average of the high and low sales prices ofVerizon's common stock 
traded on the New York Stock Exchange on the dividend payment date of each declared dividend on Verizon's 
common stock, and such PSU s or fractions thereof shall be added to the Participant's PSU balance. 
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5. Vesting. 

(a) The Participant shall vest in the PSUs to the extent provided in paragraph 5(b) ("Performance 
Requirement") only if the Participant satisfies the requirements of paragraph 5(c) ("Three-Year Continuous 
Employment Requirement"), except as otherwise provided in paragraph 7 ("Early Cancellation/ Accelerated 
Vesting ofPSUs"). 

(b) Performance Requirement. 

(1) The PSUs shall vest based on the average annual total shareholder return ("TSR") of 
Verizon's Common Stock during the three-year period beginning January 1, 2003, and ending 
December 31, 2005, relative to the combined weighted average annual TSR of the companies in the 
Standard & Poor's 500 ("S&P 500") Index and the companies in the Telecom Peer Company ("TPC") 
Index during the same three-year period as provided in the following table-

!Relative TSR Position ~ested Percentage ofPSUs * 
~elow 20% p% 

~0% ~0% 
30% r>O% 

~0% 80% 

50% 100% 

~0% 120% 

170% 140% 

80% or more ~00% 
*For amounts between 20% and 80%, the vested percentage ofPSUs shall equal twice the Relative TSR 
Position (e.g., a Relative TSR Position of 52% equals a 104% vested percentage). However, the 
Committee's discretion to administer the Plan includes the absolute discretion to reduce the vested 
percentage ofPSUs at any Relative TSR Position, and the Committee's exercise of this discretion shall 
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be final, conclusive and binding. Note :No PSUs shall vest if the Relative TSR Position is less than 
20% and the maximum percentage ofPSUs to vest shall be 200%. 

(2) For purposes of the table set forth in paragraph 5(b)(1)-

(i) "Relative TSR Position" shall equal (A) 60% of the average annual Verizon S&P 500 
TSR Position during the Award Cycle, plus (B) 40% of the average annual Verizon TPC TSR 
Position during the Award Cycle. The Committee's discretion to 
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administer the Plan includes the absolute discretion to substitute or eliminate companies in the 
Telecom Peer Index and determine the Relative TSR Position for any period, and the 
Committee's exercise of this discretion shall be final, conclusive and binding. 

(ii) "Verizon S&P 500 TSR Position" shall be, as determined by the Committee, Verizon's 
rank among companies in the S&P 500 Index in terms of TSR, expressed as a percentage equal 
to the number of companies in the S&P 500 Index with a TSR less than or equal to that of 
Verizon divided by the total number of companies in such index. 

(iii) "Verizon TPC TSR Position" shall be, as determined by the Committee, where 
Verizon would rank among companies in the Telecom Peer Company Index in terms ofTSR if 
Verizon were included in such index, expressed as a percentage equal to the number of 
companies in the TPC Index with a TSR less than or equal to that ofVerizon divided by the total 
number of companies in such index. 

(iv) "TSR" or "Total Shareholder Return" shall mean the change in the price of a share of 
common stock from the beginning of a period (as measured by the closing price of a share of 
such stock on the last trading day preceding the beginning of the period) until the end of such 
period (as measured by the closing price of a share of such stock on the last trading day of the 
period), adjusted to reflect the reinvestment of dividends (if any) through the purchase of 
common stock and as may be necessary to take into account stock splits or other events similar 
to those described in Section 4.3 of the Plan. 

(v) "Award Cycle" shall mean the three-year period beginning on January 1, 2003 and 
ending at the close of business on December 31, 2005. 

(c) Three-Year Continuous Employment Requirement. Except as otherwise determined by the 
Committee, the PSUs shall vest only if the Participant is continuously employed by Verizon from the date the 
PSUs are granted through the end of the Award Cycle. 

(d) Transfer. Transfer of employment from Verizon to a Related Company (as defined in paragraph 
13), from a Related Company to Verizon, or from one Related Company to another Related Company shall 
not constitute a separation from employment hereunder, and service with a Related Company shall be treated 
as service with Verizon for purposes of the three-year continuous employment requirement in paragraph 5(c). 
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6. Payment. All payments under this Agreement shall be made in shares ofVerizon's Common Stock, 
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except for any fractional shares, which shall be paid in cash. As soon as practicable after the end of the Award 
Cycle, except as described in paragraph 7(c), the value of the PSUs (minus any withholding for income taxes) shall 
be paid to the Participant (subject, however, to any deferral application that the Participant has made under the 
deferral plan then available to the Participant and under procedures adopted by the Plan Administrator). If the 
Participant dies before any payment due hereunder is made, such payment shall be made to the Participant's 
beneficiary. Once a payment has been made with respect to a PSU, the PSU shall be canceled. 

7. Early Cancellation/Accelerated Vesting ofPSUs. Subject to the provisions of paragraph 7(c), PSUs may 
vest or be forfeited before vesting in accordance with paragraph 5 as follows: 

(a) Voluntary Separation and Discharge for Cause. 

(1) If the Participant is not eligible to Retire (as defined in paragraph 7(b)(5)) and quits, if the 
Participant is terminated for Cause (as defined below), or if the Participant separates from employment 
under circumstances not described in paragraph 7(b), all then-unvested PSUs shall be canceled 
immediately and shall not be payable. 

(2) For purposes of this Agreement, "Cause" means (i) grossly incompetent performance or 
substantial or continuing inattention to or neglect of the duties and responsibilities assigned to the 
Participant; fraud, misappropriation or embezzlement involving the Company; or a material breach of 
the Code of Business Conduct or any provision incorporated in Exhibit A ("Covenants") to this 
Agreement, all as determined by the Plan Administrator in its discretion, or (ii) commission of any 
felony of which the Participant is finally adjudged guilty by a court of competent jurisdiction. 

(b) Retirement, Involuntary Termination Without Cause, Death or Disability. 

( 1) This paragraph 7 (b) shall apply if, on or before the last day of the Award Cycle, the 
Participant-

(i) Retires, or 

(ii) separates from employment by reason of an involuntary termination without Cause (as 
determined by the Plan Administrator), death or disability. 

(2) Subject to paragraph 7(b)(3), if the Participant separates from employment under 
circumstances described in paragraph 7(b)(l), the Participant's then-unvested PSUs shall be subject to 
the vesting 
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provisions set forth in paragraph 5(a), except that the three-year continuous employment requirement 
set forth in paragraph 5(c) shall not apply, provided that the Participant executes a release satisfactory 
to the Company waiving any claims he may have against the Company. 

(3) The Participant shall vest under this paragraph 7(b) only in a percentage of the PSUs that 
would otherwise have vested based upon the ratio of (i) the number of months the Participant was 
actively at work during the Award Cycle to (ii) the total number of months in the Award Cycle. For this 
purpose, a Participant who is actively at work through and including the 15th day of any month shall 
receive credit for the full month, and a Participant who is not actively at work through and including 
the 15th day of the month shall not receive any credit for that month. 
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(4) Any PSUs that vest pursuant to this paragraph 7(b)(3) shall be payable as soon as practicable 
after the end of the Award Cycle, except as described in paragraph 7(c). However, the Plan 
Administrator's discretion to administer the Plan includes the absolute discretion to determine whether 
and the extent to which the Participant is eligible to receive DEUs with respect to dividends declared 
after the Participant's separation from employment, and the Plan Administrator's exercise of this 
discretion shall be final, conclusive and binding. 

(5) For purposes of this Agreement, "Retire" means (i) to retire after having attained at least 15 
years of Net Credited Service (as defined under the Verizon Management Pension Plan) and a 
combination of age and years of Net Credited Service that equals or exceeds 75 points, or (ii) retirement 
under any other circumstances determined in writing by the Plan Administrator. 

(c) Change in Control. Upon the occurrence of a Change in Control (as defined in the Plan) on or 
before the last day of the Award Cycle, all then-unvested PSUs shall vest and be payable immediately 
(without prorating of the award) at 50% of the maximum award payout without regard to the performance 
requirement in paragraph 5(b) or the three-year continuous employment requirement in paragraph 5(c); 
provided, however, that if the Participant terminates employment before the Change in Control occurs under 
the circumstances described in paragraph 7(b)(3), the immediately payable award described in this sentence 
shall be prorated as described in paragraph 7(b)(3). A Change in Control that occurs after the end of the 
Award Cycle shall have no effect on whether any PSUs vest or become payable. A Participant who receives 
the immediate award payment provided in this paragraph 7(c) shall be entitled to receive payment for all 
dividends declared before the Change in Control, even if such dividends are paid or payable after the Change 
in Control. 
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(d) Vesting Schedule. Except as provided in paragraphs 7(b) and (3), nothing in this paragraph 7 shall 
alter the vesting schedule prescribed by paragraph 5. 

8. Shareholder Rights. The Participant shall have no rights as a shareholder with respect to shares of 
common stock to which this grant relates until the date on which the Participant becomes the holder of record of 
such shares. Except as provided in the Plan or in this Agreement, no adjustment shall be made for dividends or 
other rights for which the record date is prior to such date. 

9. Revocation or Amendment of Agreement. Except to the extent required by law or specifically 
contemplated under this Agreement (including, but not limited to, the determination of Relative TSR Position, 
Verizon S&P 500 TSR Position, and Verizon TPC TSR Position, and whether the Participant has been terminated 
for Cause, has a disability, or has satisfied the three-year continuous employment requirement), the Committee 
may not, without the written consent of the Participant, (a) revoke this Agreement insofar as it relates to the PSUs 
granted hereunder, or (b) make or change any determination or change any term, condition or provision affecting 
the PSUs if the determination or change would materially and adversely affect the PSUs or the Participant's rights 
thereto. Nothing in the preceding sentence shall preclude the Committee from exercising reasonable administrative 
discretion with respect to the Plan or this Agreement. 

10. Assignment. The PSUs shall not be assignable or transferable except by will or by the laws of descent and 
distribution. During the Participant's lifetime, the PSUs may be deferred only by the Participant or by the 
Participant's guardian or legal representative. 

11. Beneficiary. The Participant shall designate a beneficiary in writing and in such manner as is acceptable 
to the Plan Administrator. If the Participant fails to so designate a beneficiary, or if no such designated beneficiary 
survives the Participant, the Participant's beneficiary shall be the Participant's estate. 

GTEOSI00004168 



12. Other Plans and Agreements. Any gain realized by the Participant pursuant to this Agreement shall not 
be taken into account as compensation in the determination of the Participant's benefits under any pension, 
savings, group insurance, or other benefit plan maintained by Verizon or a Related Company, except as determined 
by the board of directors of such company. The Participant acknowledges that receipt of this Agreement or any 
prior PSU agreement shall not entitle the Participant to any other benefits under the Plan or any other plans 
maintained by the Company. 

13. Company and Related Company. For purposes of this Agreement, "Company" means Verizon and 
Related Companies. "Related Company" means (a) any 
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corporation, partnership, joint venture, or other entity in which Verizon hold a direct or indirect ownership or 
proprietary interest of 50 percent or more, or (b) any corporation, partnership, joint venture, or other entity in 
which Verizon holds an ownership or other proprietary interest ofless than 50 percent but which, in the discretion 
of the Committee, is treated as a Related Company for purposes of this Agreement. 

14. Employment Status. The grant of the PSUs shall not be deemed to constitute a contract of employment 
between the Company and the Participant, nor shall it constitute a right to remain in the employ of any such 
company. 

15. Taxes. It shall be a condition to the issuance or delivery of shares of common stock as to which the PSUs 
relate that provisions satisfactory to the Company shall have been made for payment of any taxes determined by the 
Company to be required to be paid or withheld pursuant to any applicable law or regulation. The Participant shall 
be responsible for any income taxes and the employee portion of any employment taxes that arise in connection 
with this grant ofPSUs. 

16. Securities Laws. The Company shall not be required to issue or deliver any shares of common stock prior 
to the admission of such shares to listing on any stock exchange on which the stock may then be listed and the 
completion of any registration or qualification of such shares under any federal or state law or rulings or 
regulations of any government body that the Company, in its sole discretion, determines to be necessary or 
advisable. 

17. Committee Authority. The Committee shall have complete discretion in the exercise of its rights, powers, 
and duties under this Agreement. Any interpretation or construction of any provision of, and the determination of 
any question arising under, this Agreement shall be made by the Committee in its sole discretion and shall be final, 
conclusive, and binding. The Committee may designate any individual or individuals to perform any of its 
functions hereunder. 

18. Successors. This Agreement shall be binding upon, and inure to the benefit of, any successor or 
successors of the Company and the person or entity to whom the PSUs may have been transferred by will, the laws 
of descent and distribution, or beneficiary designation. All terms and conditions of this Agreement imposed upon 
the Participant shall, unless the context clearly indicates otherwise, be deemed, in the event of the Participant's 
death, to refer to and be binding upon such last-mentioned person or entity. 

19. Construction. This Agreement is intended to grant the PSUs upon the terms and conditions authorized by 
the Plan. Any provisions of this Agreement that cannot be so administered, interpreted, or construed shall be 
disregarded. In the event that any provision of this Agreement is held invalid or unenforceable by a court of 
competent jurisdiction, such provision shall be considered separate and apart from the remainder of this 
Agreement, which shall remain in full force and effect. In the event that any provision is held to be unenforceable 
for being unduly broad as written, such provision shall be deemed amended to narrow its application to the extent 
necessary to make the provision enforceable according to applicable law and shall be enforced as amended. 
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20. Defined Terms. Except where the context clearly indicates otherwise, all capitalized terms used herein 
shall have the definitions ascribed to them by the Plan, and the terms of the Plan shall apply where appropriate. 

21. Execution of Agreement. The Participant shall indicate consent to the terms of this Agreement and the 
Plan by executing the attached signature page which is made a part of this Agreement and otherwise complying 
with the requirements of paragraph 3. 

22. Confidentiality. Except to the extent otherwise required by law, the Participant shall not disclose, in 
whole or in part any of the terms of this Agreement. This paragraph 22 does not prevent the Participant from 
disclosing the terms of this Agreement to the Participant's spouse or to the Participant's legal, tax, or financial 
adviser, provided that the Participant take all reasonable measures to assure that he or she does not disclose the 
terms of this Agreement to a third party except as otherwise required by law. 

23. Additional Remedies. In addition to any other rights or remedies, whether legal, equitable, or otherwise, 
that each of the parties to this Agreement may have (including the right of the Company to terminate the 
Participant for Cause), the Participant acknowledges that-

(a) The covenants incorporated in Exhibit A to this Agreement are essential to the continued good will 
and profitability of the Company; 

(b) The Participant has broad-based skills that will serve as the basis for employment opportunities that 
are not prohibited by the covenants incorporated in Exhibit A; 

(c) When the Participant's employment with the Company terminates, the Participant shall be able to 
earn a livelihood without violating any of the covenants incorporated in Exhibit A; 

(d) Irreparable damage to the Company shall result in the event that the covenants incorporated in 
Exhibit A are not specifically enforced and that monetary damages will not adequately protect the Company 
from a breach of these covenants; 

(e) If any dispute arises concerning the violation by the Participant of the covenants incorporated in 
Exhibit A, an injunction may be issued restraining such violation pending the determination of such 
controversy, and no bond or other security shall be required in connection therewith; 
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(f) Such covenants shall continue to apply after any expiration, termination, or cancellation of this 
Agreement; and 

(g) The Participant's breach of any of such covenants shall result in the Participant's immediate 
forfeiture of all rights and benefits under this Agreement. 
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SIGNATURE PAGE 

By executing this page, the undersigned Participant agrees to be bound by the terms of the 2001 Verizon 
Communications Inc. Long-Term Incentive Plan and the Performance Stock Unit Agreement (2003-05 Award 
Cycle), the terms of which are incorporated herein by reference, in connection with the following grant to the 
Participant under the Plan: 

NAME OF PARTICIPANT: 

SOCIAL SECURITY NUMBER: 

NUMBER OF PSUs: 

IN WITNESS WHEREOF, Verizon Communications Inc., by its duly authorized Officer, and the Participant have 
executed this Agreement. 

II 
VERIZON COMMUNICATIONS INC. 

By: 

~zra D. Singer 

~xecutive Vice President -

~uman Resources 

I 
farticipant 

I 
pate 

Please indicate your acceptance by signing above and returning the signed Agreement to the Compensation and 
Executive Benefits Department at 1095 Avenue of the Americas, 34 Floor, New York, New York 10036 within 
thirty business days of your receipt of this Agreement. 

Attachment: Exhibit A - Covenant 
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~xhibit A-Covenants 

1. Noncompetition- In consideration for the benefits described in the Agreement to which this Exhibit A is 
attached, you, the Participant, agree that: 

(a) Prohibited Conduct- During the period of your employment with the Company, and for the period 
ending six months after your termination of employment for any reason from the Company, you shall not, 
without the prior written consent of the Plan Administrator: 
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1(1) personally engage in Competitive Activities (as defined below); or 

I (2)work foJ, own, fuanage, operate, control, or participate in the ownership, management, operation, or control of, 
or provide consulting or advisory services to, any individual, partnership, firm, corporation, or institution engaged 
in Competitive Activities, or any company or person affiliated with such person or entity engaged in Competitive 
Activities; provided that your purchase or holding, for investment purposes, of securities of a publicly traded 
company shall not constitute "ownership" or "participation in ownership" for purposes of this paragraph so long as 

your equity interest in any such company is less than a controlling interest; 

provided that this paragraph (a) shall not prohibit you from (i) being employed by, or providing services to, a 
consulting firm, provided that you do not personally engage in Competitive Activities or provide consulting 
or advisory services to any individual, partnership, firm, corporation, or institution engaged in Competitive 
Activities, or any company or person affiliated with such person or entity engaged in Competitive Activities, 
or (ii) engaging in the private practice of law as a sole practitioner or as a partner in (or as an employee of or 
counsel to) a law firm in accordance with applicable legal and professional standards. 

(b) Competitive Activities- For purposes of the Agreement to which this Exhibit A is attached, 
"Competitive Activities" means business activities relating to products or services of the same or similar type 
as the products or services (1) which are sold (or, pursuant to an existing business plan, will be sold) to 
paying customers of the Company, and (2) for which you then have responsibility to plan, develop, manage, 
market, oversee or perform, or had any such responsibility within your most recent 24 months of employment 
with the Company. Notwithstanding the previous sentence, a business activity shall not be treated as a 
Competitive Activity if the geographic marketing area of the relevant products or services sold by you or a 
third party does not overlap with the geographic marketing area for the applicable products and services of 
the Company. 

2. lnterlerence With Business Relations- During the period of your employment with the Company, and for a 
period ending with the expiration of twelve (12) months following your termination of employment for any reason 
from the Company, you shall not, without the written consent of the Plan Administrator: 

(a) recruit or solicit any employee of the Company for employment or for retention as a consultant or service 
provider; 

(b) hire or participate (with another company or third party) in the process of hiring (other than for the 
Company) any person who is then an employee of the Company, or provide names or other information about 
Company employees to any person, entity or business (other than the Company) under circumstances that 
could lead to the use of any such information for purposes of recruiting or hiring; 

(c) interfere with the relationship of the Company with any of its employees, agents, or representatives; 

(d) solicit or induce, or in any manner attempt to solicit or induce, any client, customer, or prospect of the 
Company (1) to cease being, or not to become, a customer of the Company or (2) to divert any business of 
such customer or prospect from the Company; or 

(e) otherwise interfere with, disrupt, or attempt to interfere with or disrupt, the relationship, contractual or 
otherwise, between the Company and any of its customers, clients, prospects, suppliers, consultants, or 
employees. 

3. Return Of Property; Intellectual Property Rights - You agree that on or before your termination of 
employment for any reason with the Company, you shall return to the Company all property owned by the 
Company or in which the Company has an interest, including files, documents, data and records (whether on paper 
or in tapes, disks, or other machine-readable form), office equipment, credit cards, and employee identification 
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cards. You acknowledge that the Company is the rightful owner of any programs, ideas, inventions, discoveries, 
patented or copyrighted material, or trademarks that you may have originated or developed, or assisted in 
originating or developing, during your period of employment with the Company, where any such origination or 
development involved the use of Company time, information or resources, or the exercise of your responsibilities 
for or on behalf of the Company. You shall at all times, both before and after termination of employment, 
cooperate with the Company in executing and delivering documents requested by the Company, and taking any 
other actions, that are necessary or requested by the Company to assist the Company in patenting, copyrighting, 
protecting, enforcing or registering any programs, ideas, inventions, discoveries, works of authorship, data, 
information, patented or copyrighted material, or trademarks, and to vest title thereto solely in the Company. 

4. Proprietary And Confidential Information - You shall at all times preserve the confidentiality of all 
Proprietary Information (defined below) and trade secrets of the Company, except and to the extent that disclosure 
of such information is legally required. "Proprietary information" means information or data related to the 
Company, including information entrusted to the Company by others, which has not been fully disclosed to the 
public by the Company and which is treated as confidential or protected within the business of the Company or is 
of value to competitors, such as strategic or tactical business plans; undisclosed financial data; ideas, processes, 
methods, techniques, systems, non-public information, models, devices, programs, computer software, or related 
information; documents relating to regulatory matters and correspondence with governmental entities; undisclosed 
information concerning any past, pending, or threatened legal dispute; pricing and cost data; reports and analyses 
of business prospects; business transactions that are contemplated or planned; research data; personnel information 
and data; identities of users and purchasers of the Company's products or services; and other confidential matters 
pertaining to or known by the Company, including confidential information of a third party that you know or 
should know the Company is obligated to protect. 

5. Definitions - Except where clearly provided to the contrary, all capitalized terms used in this Exhibit A shall 
have the definitions given to those terms in the Agreement to which this Exhibit A is attached. 

6. Agreement to Covenants. You shall indicate your agreement to these Covenants in accordance with the 
instructions provided. You and Verizon hereby expressly agree that the use of electronic media to indicate 
confirmation, consent, signature, acceptance, agreement and delivery shall be legally valid and have the same legal 
force and effect as if you and Verizon executed these Covenants in paper form. 
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EXHIBIT lOj(ii) 

VERIZON COMMUNICATIONS INC. LONG-TERM INCENTIVE PLAN 
PERFORMANCE STOCK UNIT AGREEMENT 

2004-06 AWARD CYCLE 

AGREEMENT between Verizon Communications Inc. ("Verizon") and you (the "Participant"). 

1. Purpose of Agreement. The purpose of this Agreement is to provide a one-time grant of performance stock 
units ("PSUs") to the Participant. 

2. Agreement. This Agreement is entered into pursuant to the terms of the 2001 Verizon Communications Inc. 
Long-Term Incentive Plan (the "Plan"), and evidences the grant of a performance stock award in the form of PSUs 
pursuant to the Plan. This Agreement is designed to comply with the requirements of Section 162(m) of the Code 
and the Treasury Department Regulations thereunder. The PSUs and this Agreement (including the covenants set 
forth in Exhibit A (the "Covenants"), which are incorporated into and shall be a part of the Agreement) are subject 
to the terms and provisions of the Plan. (The Participant may request a copy of the Plan from the Verizon 
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Compensation and Executive Benefits Department.) By executing this Agreement, the Participant agrees to be 
bound by the terms and provisions of the Plan, and by the actions of the Plan Administrator, the Human Resources 
Committee ofVerizon's Board of Directors or any successor thereto (the "Committee"), and any designee of the 
Committee. 

3. Contingency. The grant ofPSUs is contingent on the Participant's timely acceptance of this Agreement and 
satisfaction of certain other conditions contained herein. If the Participant does not properly accept (or revokes 
acceptance of) this Agreement the Participant shall not be entitled to the PSUs. 

4. Number of Units. The Participant is granted the number ofPSUs specified on the cover letter provided in 
conjunction with this Agreement. A PSU is a hypothetical share of Verizon' s common stock. The value of a PSU 
on any given date shall be equal to the closing price ofVerizon's common stock as of such date. A PSU does not 
represent an equity interest in Verizon and carries no voting rights. A Dividend Equivalent Unit ("DEU") or 
fraction thereof shall be added to each PSU each time that a dividend is paid on Verizon's common stock. The 
amount of each DEU shall be equal to the dividend paid on a share ofVerizon's common stock. The DEU shall be 
converted into PSUs or fractions thereofbased upon the average of the high and low sales prices ofVerizon's 
common stock traded on the New York Stock Exchange on the dividend payment date of each declared dividend 
on Verizon's common stock, and such PSUs or fractions thereof shall be added to the Participant's PSU balance. 

5. Vesting. 

(a) General. The Participant shall vest in the PSUs to the extent provided in paragraph 5(b) ("Performance 
Requirement") only if the Participant satisfies the requirements of paragraph 5(c) ("Three-Year Continuous 
Employment Requirement"), except as otherwise provided in paragraph 7 ("Early Cancellation/ Accelerated 
Vesting ofPSUs"). 

(b) Performance Requirement. 

(1) The PSUs shall vest based on the average annual total shareholder return ("TSR") ofVerizon's 
common stock during the three-year period beginning January 1, 2004, and ending December 31, 2006, 
relative to the combined weighted average annual TSR of the companies in 

the Standard & Poor's 500 ("S&P 500 ®")Index and the companies in the Telecom Peer Company 
("TPC") Index during the same three-year period as provided in the following table: 

Relative TSR Position Vested Percentage ofPSUs* 

Below 20% 0% 

20% 40% 

30% oO% 

40% 80% 

50% 100% 

oO% 120% 

70% 140% 

80% or more 200% 
*For amounts between 20% and 80%, the vested percentage ofPSUs shall equal twice the Relative TSR 
Position (e.g., a Relative TSR Position of 52% equals a 104% vested percentage). However, the 
Committee's discretion to administer the Plan includes the absolute discretion to reduce the vested 
percentage ofPSUs at any Relative TSR Position, and the Committee's exercise of this discretion shall 
be final, conclusive and binding. 
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Note: No PSUs shall vest if the Relative TSR Position is less than 20% and the maximum percentage of 
PSUs to vest shall be 200%. 

(2) For purposes of the table set forth in paragraph 5(b)(l)-

(i) "Relative TSR Position" shall equal (A) 40% of the average annual Verizon S&P 500 TSR 
Position during the Award Cycle, plus (B) 60% of the average annual Verizon TPC TSR 
Position during the Award Cycle. The Committee's discretion to administer the Plan includes 
the absolute discretion to substitute or eliminate companies in the Telecom Peer Index and 
determine the Relative TSR Position for any period, and the Committee's exercise of this 
discretion shall be final, conclusive and binding. 

(ii) "Verizon S&P 500 TSR Position" shall be, as determined by the Committee, Verizon's rank 
among companies in the S&P 500 Index in terms of TSR, expressed as a percentage equal to the 
number of companies in the S&P 500 Index with a TSR less than or equal to that of Verizon 
divided by the total number of companies in such index. 

(iii) "Verizon TPC TSR Position" shall be, as determined by the Committee, where Verizon 
would rank among companies in the Telecom Peer Company Index in terms ofTSR ifVerizon 
were included in such index, expressed as a percentage equal to the number of companies in the 
TPC Index with a TSR less than or equal to that ofVerizon divided by the total number of 
companies in such index. 

(iv) "TSR" or "Total Shareholder Return" shall mean the change in the price of a share of 
common stock from the beginning of a period (as measured by the closing price of a share of 
such stock on the last trading day preceding the beginning of the period) until the end of such 
period (as measured by the closing price of a share of such stock on the last trading day of the 
period), adjusted to reflect the reinvestment of dividends (if any) through the purchase of 
common stock and as may be necessary to take into account stock splits or other events similar 
to those described in Section 4.3 of the Plan. 

(v) "Award Cycle" shall mean the three-year period beginning on January 1, 2004, and ending 
at the close of business on December 31, 2006. 

(c) Three-Year Continuous Employment Requirement. Except as otherwise determined by the Committee, 
the PSUs shall vest only if the Participant is continuously employed by the Company from the date the PSUs 
are granted through the end of the Award Cycle. 

(d) Transfer. Transfer of employment from Verizon to a Related Company (as defined in paragraph 13), 
from a Related Company to Verizon, or from one Related Company to another Related Company shall not 
constitute a separation from employment hereunder, and service with a Related Company shall be treated as 
service with the Company for purposes of the three-year continuous employment requirement in paragraph 5 
(c). 

6. Payment. All payments under this Agreement shall be made in cash. As soon as practicable after the end of the 
Award Cycle, except as described in paragraph 7(c), the value of the PSUs (minus any withholding for income 
taxes) shall be paid to the Participant (subject, however, to any deferral application that the Participant has made 
under the deferral plan (if any) then available to the Participant and under procedures adopted by the Plan 
Administrator). If the Participant dies before any payment due hereunder is made, such payment shall be made to 
the Participant's beneficiary. Once a payment has been made with respect to a PSU, the PSU shall be canceled. 

7. Early Cancellation/Accelerated Vesting of PSUs. Subject to the provisions of paragraph 7(c), PSUs may vest 
or be forfeited before vesting in accordance with paragraph 5 as follows: 
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(a) Voluntary Separation or Discharge for Cause. 

(1) If the Participant is not eligible to Retire (as defined in paragraph 7(b)(5)) and (i) quits, (ii) is 
terminated for Cause (as defined below), or (iii) separates from employment under circumstances not 
described in paragraph 7(b), all then-unvested PSUs shall be canceled immediately and shall not be 
payable. 

(2) For purposes of this Agreement, "Cause" means (i) grossly incompetent performance or substantial 
or continuing inattention to or neglect of the duties and responsibilities assigned to the Participant; 
fraud, misappropriation or embezzlement involving the Company; or a material breach of the Code of 
Business Conduct or any of the Covenants set forth in Exhibit A to this Agreement, all as determined 
by the Plan Administrator in its discretion, or (ii) commission of any felony of which the Participant is 
finally adjudged guilty by a court of competent jurisdiction. 

(b) Retirement, Involuntary Termination Without Cause, Death or Disability. 

(1) This paragraph 7(b) shall apply if, on or before the last day of the Award Cycle, the Participant: 

(i) Retires (as defined below), or 

(ii) Separates from employment by reason of an involuntary termination without Cause (as 
determined by the Plan Administrator), death, or disability. 

(2) Subject to paragraph 7(b)(3), if the Participant separates from employment under circumstances 
described in paragraph 7(b)(1), the Participant's then-unvested PSUs shall be subject to the vesting 
provisions set forth in paragraph 5(a), except that the three-year continuous employment requirement 
set forth in paragraph 5(c) shall not apply, provided that the Participant does not commit a material 
breach of any of the Covenants and provided that the Participant executes a release satisfactory to the 
Company waiving any claims he may have against the Company. 

(3) The Participant shall vest under this paragraph 7(b) only in a percentage of the PSUs that would 
otherwise have vested based upon the ratio of (i) the number of months the Participant was actively at 
work during the Award Cycle to (ii) the total number of months in the Award Cycle. For this purpose, a 
Participant who is actively at work through and including the 15th day of any month shall receive 
credit for the full month, and a Participant who is not actively at work through and including the 15th 
day of the month shall not receive any credit for that month. 

(4) Any PSUs that vest pursuant to paragraph 7(b)(3) shall be payable as soon as practicable after the 
end of the Award Cycle, except as described in paragraph 7(c). However, the Plan Administrator's 
discretion to administer the Plan includes the absolute discretion to determine whether and the extent to 
which the Participant is eligible to receive DEUs with respect to dividends declared after the 
Participant's separation from employment, and the Plan Administrator's exercise of this discretion 
shall be final, conclusive and binding. 

(5) For purposes of this Agreement, "Retire" means (i) to retire after having attained at least 15 years of 
Net Credited Service (as defined under the Verizon Management Pension Plan) and a combination of 
age and years of Net Credited Service that equals or exceeds 75 points, or (ii) retirement under any 
other circumstances determined in writing by the Plan Administrator. 

(c) Change in Control. Upon the occurrence of a Change in Control (as defined in the Plan) on or before the 
last day of the Award Cycle, all then-unvested PSUs shall vest and be payable immediately (without prorating 
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of the award) at 50% of the maximum award payout without regard to the performance requirement in 
paragraph 5(b) or the three-year continuous employment requirement in paragraph 5(c); provided, however, 
that if the Participant terminates employment before the Change in Control occurs under the circumstances 
described in paragraph 7(b)(3), the immediately payable award described in this sentence shall be prorated as 
described in paragraph 7(b)(3). A Change in Control that occurs after the end of the Award Cycle shall have 
no effect on whether any PSUs vest or become payable. A Participant who receives the immediate award 
payment provided in this paragraph 7(c) shall be entitled to receive payment for all dividends declared before 
the Change in Control, even if such dividends are paid or payable after the Change in Control. 

(d) Vesting Schedule. Except as provided in paragraphs 7(b) and (c), nothing in this paragraph 7 shall alter 
the vesting schedule prescribed by paragraph 5. 

8. Shareholder Rights. The Participant shall have no rights as a shareholder with respect to shares of common 
stock to which this grant relates. Except as provided in the Plan or in this Agreement, no adjustment shall be 
made, for dividends or other rights for which the record date occurs while the PSU s are outstanding. 

9. Revocation or Amendment of Agreement. Except to the extent required by law or specifically contemplated 
under this Agreement (including, but not limited to, the determination of Relative TSR Position, Verizon S&P 500 
TSR Position, and Verizon TPC TSR Position, and whether the Participant has been terminated for Cause, has a 
disability, or has satisfied the three-year continuous employment 

requirement), the Committee may not, without the written consent of the Participant, (a) revoke this Agreement 
insofar as it relates to the PSUs granted hereunder, or (b) make or change any determination or change any term, 
condition or provision affecting the PSUs if the determination or change would materially and adversely affect the 
PSUs or the Participant's rights thereto. Nothing in the preceding sentence shall preclude the Committee from 
exercising reasonable administrative discretion with respect to the Plan or this Agreement. 

10. Assignment. The PSUs shall not be assignable or transferable except by will or by the laws of descent and 
distribution. During the Participant's lifetime, the PSUs may be deferred only by the Participant or by the 
Participant's guardian or legal representative. 

11. Beneficiary. The Participant shall designate a beneficiary in writing and in such manner as is acceptable to the 
Plan Administrator. If the Participant fails to so designate a beneficiary, or if no such designated beneficiary 
survives the Participant, the Participant's beneficiary shall be the Participant's estate. 

12. Other Plans and Agreements. Any gain realized by the Participant pursuant to this Agreement shall not be 
taken into account as compensation in the determination of the Participant's benefits under any pension, savings, 
group insurance, or other benefit plan maintained by Verizon or a Related Company, except as determined by the 
board of directors of such company. The Participant acknowledges that receipt of this Agreement or any prior PSU 
agreement shall not entitle the Participant to any other benefits under the Plan or any other plans maintained by 
the Company. 

13. Company and Related Company. For purposes of this Agreement, "Company" means collectively Verizon 
and Related Companies. "Related Company" means (a) any corporation, partnership, joint venture, or other entity 
in which Verizon holds a direct or indirect ownership or proprietary interest of 50 percent or more, or (b) any 
corporation, partnership, joint venture, or other entity in which Verizon holds an ownership or other proprietary 
interest of less than 50 percent but which, in the discretion of the Committee, is treated as a Related Company for 
purposes of this Agreement. 

14. Employment Status. The grant of the PSUs shall not be deemed to constitute a contract of employment 
between the Company and the Participant, nor shall it constitute a right to remain in the employ of any such 
company. 
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15. Withholding. The Participant shall be responsible for any income taxes and the employee portion of any 
employment taxes that arise in connection with this grant ofPSUs, and the Company shall make such 
arrangements as it deems necessary for withholding of any taxes it determines are required to be withheld pursuant 
to any applicable law or regulation. 

16. Securities Laws. The Company shall not be required to make payment with respect to any shares of common 
stock prior to the admission of such shares to listing on any stock exchange on which the stock may then be listed 
and the completion of any registration or qualification of such shares under any federal or state law or rulings or 
regulations of any government body that the Company, in its sole discretion, determines to be necessary or 
advisable. 

17. Committee Authority. The Committee shall have complete discretion in the exercise of its rights, powers, and 
duties under this Agreement. Any interpretation or construction of any provision of, and the determination of any 
question arising under, this Agreement shall be made by the Committee in its sole discretion and shall be final, 
conclusive, and binding. The Committee may designate any individual or individuals to perform any of its 
functions hereunder. 

18. Successors. This Agreement shall be binding upon, and inure to the benefit of, any successor or successors of 
the Company and the person or entity to whom the PSUs may have been transferred by will, the laws of descent 
and distribution, or beneficiary designation. All terms and conditions of this Agreement imposed upon the 
Participant shall, unless the context clearly indicates otherwise, be deemed, in the event of the Participant's death, 
to refer to and be binding upon such last-mentioned person or entity. 

19. Construction. This Agreement is intended to grant the PSUs upon the terms and conditions authorized by the 
Plan. Any provisions of this Agreement that cannot be so administered, interpreted, or construed shall be 
disregarded. In the event that any provision of this Agreement is held invalid or unenforceable by a court of 
competent jurisdiction, such provision shall be considered separate and apart from the remainder of this 
Agreement, which shall remain in full force and effect. In the event that any provision is held to be unenforceable 
for being unduly broad as written, such provision shall be deemed amended to narrow its application to the extent 
necessary to make the provision enforceable according to applicable law and shall be enforced as amended. 

20. Defined Terms. Except where the context clearly indicates otherwise, all capitalized terms used herein shall 
have the definitions ascribed to them by the Plan, and the terms of the Plan shall apply where appropriate. 

21. Execution of Agreement. The Participant shall indicate consent to the terms of this Agreement (including its 
Exhibit) and the Plan by executing this Agreement pursuant to the instructions provided and otherwise complying 
with the requirements of paragraph 3. The Participant and Verizon hereby expressly agree that the use of 
electronic media to indicate confirmation, consent, signature, acceptance, agreement and delivery shall be legally 
valid and have the same legal force and effect as if the Participant and Verizon executed this Agreement (including 
its Exhibit) in paper form. 

22. Confidentiality. Except to the extent otherwise required by law, the Participant shall not disclose, in whole or 
in part, any of the terms of this Agreement. This paragraph 22 does not prevent the Participant from disclosing the 
terms of this Agreement to the Participant's spouse or to the Participant's legal, tax, or financial adviser, provided 
that the Participant take all reasonable measures to assure that he or she does not disclose the terms of this 
Agreement to a third party except as otherwise required by law. 

23. Additional Remedies. In addition to any other rights or remedies, whether legal, equitable, or otherwise, that 
each of the parties to this Agreement may have (including the right of the Company to terminate the Participant for 
Cause), the Participant acknowledges that-

(a) The Covenants in Exhibit A to this Agreement are essential to the continued goodwill and profitability of 
the Company; 
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(b) The Participant has broad-based skills that will serve as the basis for employment opportunities that are 
not prohibited by the Covenants in Exhibit A; 

(c) When the Participant's employment with the Company terminates, the Participant shall be able to earn a 
livelihood without violating any of the Covenants in Exhibit A; 

(d) Irreparable damage to the Company shall result in the event that the Covenants in Exhibit A are not 
specifically enforced and that monetary damages will not adequately protect the Company from a breach of 
these Covenants; 

(e) If any dispute arises concerning the violation by the Participant of the Covenants in Exhibit A, an 
injunction may be issued restraining such violation pending the determination of such controversy, and no 
bond or other security shall be required in connection therewith; 

(f) Such Covenants shall continue to apply after any expiration, termination, or cancellation of this 
Agreement; and 

(g) The Participant's breach of any of such Covenants shall result in the Participant's immediate forfeiture of 
all rights and benefits under this Agreement. 

~xhibit A - Covenants 

1. Noncompetition- In consideration for the benefits described in the Agreement to which this Exhibit A is 
attached, you, the Participant, agree that: 

(a) Prohibited Conduct- During the period of your employment with the Company, and for the period 
ending six months after your termination of employment for any reason from the Company, you shall not, 
without the prior written consent of the Plan Administrator: 

(1) personally engage in Competitive Activities (as defined below); or 

(2) work for, own, manage, operate, control, or participate in the ownership, management, operation, or 
control of, or provide consulting or advisory services to, any individual, partnership, firm, corporation, 
or institution engaged in Competitive Activities, or any company or person affiliated with such person 
or entity engaged in Competitive Activities; provided that your purchase or holding, for investment 
purposes, of securities of a publicly traded company shall not constitute "ownership" or "participation 
in ownership" for purposes of this paragraph so long as your equity interest in any such company is less 
than a controlling interest; 

provided that this paragraph (a) shall not prohibit you from (i) being employed by, or providing services to, a 
consulting firm, provided that you do not personally engage in Competitive Activities or provide consulting 
or advisory services to any individual, partnership, firm, corporation, or institution engaged in Competitive 
Activities, or any company or person affiliated with such person or entity engaged in Competitive Activities, 
or (ii) engaging in the private practice of law as a sole practitioner or as a partner in (or as an employee of or 
counsel to) a law firm in accordance with applicable legal and professional standards. 

(b) Competitive Activities- For purposes of the Agreement to which this Exhibit A is attached, 
"Competitive Activities" means business activities relating to products or services of the same or similar type 
as the products or services (1) which are sold (or, pursuant to an existing business plan, will be sold) to 
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paying customers of the Company, and (2) for which you then have responsibility to plan, develop, manage, 
market, oversee or perform, or had any such responsibility within your most recent 24 months of employment 
with the Company. Notwithstanding the previous sentence, a business activity shall not be treated as a 
Competitive Activity if the geographic marketing area of the relevant products or services sold by you or a 
third party does not overlap with the geographic marketing area for the applicable products and services of 
the Company. 

2. lnterlerence With Business Relations- During the period of your employment with the Company, and for a 
period ending with the expiration of twelve (12) months following your termination of employment for any reason 
from the Company, you shall not, without the written consent of the Plan Administrator: 

(a) recruit or solicit any employee of the Company for employment or for retention as a consultant or service 
provider; 

(b) hire or participate (with another company or third party) in the process of hiring (other than for the 
Company) any person who is then an employee of the Company, or provide names or other 

information about Company employees to any person, entity or business (other than the Company) under 
circumstances that could lead to the use of any such information for purposes of recruiting or hiring; 

(c) interfere with the relationship of the Company with any of its employees, agents, or representatives; 

(d) solicit or induce, or in any manner attempt to solicit or induce, any client, customer, or prospect of the 
Company (1) to cease being, or not to become, a customer of the Company or (2) to divert any business of 
such customer or prospect from the Company; or 

(e) otherwise interfere with, disrupt, or attempt to interfere with or disrupt, the relationship, contractual or 
otherwise, between the Company and any of its customers, clients, prospects, suppliers, consultants, or 
employees. 

3. Return Of Property; Intellectual Property Rights - You agree that on or before your termination of 
employment for any reason with the Company, you shall return to the Company all property owned by the 
Company or in which the Company has an interest, including files, documents, data and records (whether on paper 
or in tapes, disks, or other machine-readable form), office equipment, credit cards, and employee identification 
cards. You acknowledge that the Company is the rightful owner of any programs, ideas, inventions, discoveries, 
patented or copyrighted material, or trademarks that you may have originated or developed, or assisted in 
originating or developing, during your period of employment with the Company, where any such origination or 
development involved the use of Company time, information or resources, or the exercise of your responsibilities 
for or on behalf of the Company. You shall at all times, both before and after termination of employment, 
cooperate with the Company in executing and delivering documents requested by the Company, and taking any 
other actions, that are necessary or requested by the Company to assist the Company in patenting, copyrighting, 
protecting, enforcing or registering any programs, ideas, inventions, discoveries, works of authorship, data, 
information, patented or copyrighted material, or trademarks, and to vest title thereto solely in the Company. 

4. Proprietary And Confidential Information - You shall at all times preserve the confidentiality of all 
Proprietary Information (defined below) and trade secrets of the Company, except and to the extent that disclosure 
of such information is legally required. "Proprietary information" means information or data related to the 
Company, including information entrusted to the Company by others, which has not been fully disclosed to the 
public by the Company and which is treated as confidential or protected within the business of the Company or is 
of value to competitors, such as strategic or tactical business plans; undisclosed financial data; ideas, processes, 
methods, techniques, systems, non-public information, models, devices, programs, computer software, or related 
information; documents relating to regulatory matters and correspondence with governmental entities; undisclosed 
information concerning any past, pending, or threatened legal dispute; pricing and cost data; reports and analyses 
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of business prospects; business transactions that are contemplated or planned; research data; personnel information 
and data; identities of users and purchasers of the Company's products or services; and other confidential matters 
pertaining to or known by the Company, including confidential information of a third party that you know or 
should know the Company is obligated to protect. 

5. Definitions - Except where clearly provided to the contrary, all capitalized terms used in this Exhibit A shall 
have the definitions given to those terms in the Agreement to which this Exhibit A is attached. 

6. Agreement to Covenants. You shall indicate your agreement to these Covenants in accordance with the 
instructions provided. You and Verizon hereby expressly agree that the use of electronic media to indicate 
confirmation, consent, signature, acceptance, agreement and delivery shall be legally valid and have the same legal 
force and effect as if you and Verizon executed these Covenants in paper form. 

EXHIBIT lOj(iv)(a) 

ADDENDUM TO VERIZON COMMUNICATIONS INC. LONG-TERM INCENTIVE PLAN 
PERFORMANCE STOCK UNIT AGREEMENT 

FOR THE 2005-2007 AWARD CYCLE 

This is an addendum to the Performance Stock Unit Agreement for the 2005-2007 Award Cycle (the "Agreement") 
entered into between Verizon Communications Inc. ("Verizon" or the "Company") and Ivan Seidenberg (the 
"Participant"). The effective date of this addendum is March 3, 2006, and it shall remain in effect through 
December 31, 2007. 

1. Purpose. The purpose of this addendum is to describe the terms of an arrangement between the Participant and 
the Company wherein the Participant can earn a long-term incentive payout under the Agreement, based on the 
extent to which the Company achieves certain strategic objectives (as defined in paragraph 3 below) during the 
Award Cycle. Except as modified by this addendum, all of the terms and conditions of the Agreement shall remain 
in effect. 

2. Payment. Subject to the limitation set forth in paragraph 4 below, the Committee shall have the sole discretion 
to determine the size of any additional payment pursuant to this addendum, based on the Company's achievement 
of the strategic objectives referred to in paragraph 3 below. This addendum and any payment made in accordance 
with this addendum are not intended to comply with the Performance-Based Exception (set forth in Code Section 
162(m)(4)(C)) to the tax deductibility limitation imposed by Code Section 162(m). 

3. Achievement of Objectives. The Committee shall have the sole discretion to determine whether the Participant 
is entitled to a payout pursuant to this addendum and the size of any such payout (subject to the limitations 
contained in paragraph 4 below), based on the Company's achievement of strategic objectives related to the 
successful launch ofVerizon Business, key legislative initiatives, FiOS and broad band initiatives, and wireless 
growth objectives during the Award Cycle; provided that no payment shall be made pursuant to this addendum 
unless the Committee determines that, at the end of the three-year Award Cycle specified in paragraph 5 of the 
Agreement, Verizon's average annual total shareholder return during the Award Cycle met the specific threshold 
performance requirement specified in said paragraph 5. 

4. Aggregate Limitation. The amount of any payment made under paragraph 6 of the Agreement (including any 
amount attributable to stock appreciation and dividend equivalent units payable under the terms of the Agreement 
and disregarding any deferral election) plus the amount of any payment under this addendum (disregarding any 
deferral election) shall not exceed $22.68 million. 

5. Payment. Any payment pursuant to this addendum shall be made in cash. As soon as practicable after the end of 
the 2007 calendar year (but no later than March 15, 2008), the Committee shall determine whether an amount is to 
be paid pursuant to this addendum and the amount of any such payment. Any such amount (minus any 
withholding for taxes) shall be paid to the Participant no later than March 15, 2008 (subject, however, to any valid 
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deferral election that the Participant has made under the deferral plan (if any) then available to the Participant). If 
the Participant dies before any payment due hereunder is made, such payment shall be made to the Participant's 
beneficiary. 

6. Defined Terms. Except where the context clearly indicates otherwise, all capitalized terms used herein shall 
have the definitions ascribed to them by the Plan or the Agreement, and the terms of the Plan or Agreement shall 
apply where appropriate. 

IN WITNESS WHEREOF, the parties hereto have entered into this addendum as of March 3, 2006. 

II I I II 
VERIZON COMMUNICATIONS INC. I ITHE PARTICIPANT 

I I 
By: I I Is I MARC C. REED I ~y: I I Is I IVANG. S 
EIDENBERG 

I I I Marc C. Reed Executive Vice President I I II II Ivan G. Seidenberg 

A-2 

EXHIBIT lOj(v) 

VERIZON COMMUNICATIONS INC. LONG-TERM INCENTIVE PLAN 
RESTRICTED STOCK UNIT AGREEMENT 

2006-08 AWARD CYCLE 

AGREEMENT between Verizon Communications Inc. ("Verizon" or the "Company") and you (the "Participant") 
and your heirs and beneficiaries. 

1. Purpose of Agreement. The purpose of this Agreement is to provide a grant of restricted stock units ("RSUs") 
to the Participant. 

2. Agreement. This Agreement is entered into pursuant to the terms of the 2001 Verizon Communications Inc. 
Long-Term Incentive Plan (the "Plan"), and evidences the grant of a restricted stock award in the form ofRSUs 
pursuant to the Plan. The RSUs and this Agreement (including the covenants set forth in Exhibit A (the 
"Covenants"), which are incorporated into and shall be a part of the Agreement) are subject to the terms and 
provisions of the Plan. By executing this Agreement, the Participant agrees to be bound by the terms and 
provisions of the Plan, this Agreement, and by the actions of the Human Resources Committee ofVerizon 
Communication's Board of Directors or any successor thereto (the "Committee"), and any designee of the 
Committee. To the extent that there is a conflict between the terms of the Plan and the terms of this Agreement, 
the terms of this Agreement shall control. 

3. Contingency. The grant ofRSUs is contingent on the Participant's timely acceptance of this Agreement and 
satisfaction of the other conditions contained herein. If the Participant does not properly accept (or revokes 
acceptance of) this Agreement the Participant shall not be entitled to the RSUs regardless of the extent to which 
the vesting requirements in paragraph 5 ("Vesting") are satisfied. 

4. Number of Units. The Participant is granted the number ofRSUs as specified on their account under the 2006 
RSU grant, administered by Fidelity Investments. A RSU is a hypothetical share ofVerizon's common stock. The 
value of a RSU on any given date shall be equal to the closing price of Verizon' s common stock on the New York 
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Stock Exchange as of such date. A RSU does not represent an equity interest in Verizon and carries no voting 
rights. A Dividend Equivalent Unit ("DEU") or fraction thereof shall be added to each RSU each time that a 
dividend is paid on Verizon's common stock. The amount of each DEU shall be equal to the dividend paid on a 
share ofVerizon's common stock. The DEU shall be converted into RSUs or fractions thereofbased upon the 
average of the high and low sales prices ofVerizon's common stock traded on the New York Stock Exchange on 
the dividend payment date of each declared dividend on Verizon's common stock, and such RSUs or fractions 
thereof shall be added to the Participant's RSU balance. To the extent that Fidelity or the Company makes an 
administrative error with respect to the number or value of the RSUs granted to the Participant under this 
Agreement, the Company specifically reserves the right to correct such error and the Participant agrees that he or 
she shall be legally bound by any corrective action taken by the Company or the Plan Administrator. 

5. Vesting. 

(a) General. The Participant shall vest in the RSUs only if the Participant is continuously employed by the 
Company or a Related Company (as defined in paragraph 13) from the date the RSUs are granted through 
the end of the Award Cycle, except as otherwise provided in paragraph 7 ("Early Cancellation/Accelerated 
Vesting ofRSUs") or as otherwise provided by the Committee. For purposes of these RSUs, "Award Cycle" 
shall mean the three-year period beginning on January 1, 2006, and ending at the close of business on 
December 31, 2008. 

(b) Transfer. Transfer of employment from Verizon to a Related Company (as defined in paragraph 13), 
from a Related Company to Verizon, or from one Related Company to another Related Company shall not 
constitute a separation from employment hereunder, and service with a Related Company shall be treated as 
service with the Company for purposes of the three-year continuous employment requirement in paragraph 5 
(a). 

6. Payment. All payments under this Agreement shall be made in cash. As soon as practicable after the end of the 
Award Cycle (but in no event later than March 15, 2009), except as described in paragraph 7(c), the value of the 
vested RSUs (minus any withholding for taxes) shall be paid to the Participant (subject, however, to any deferral 
application that the Participant has made under the deferral plan (if any) then available to the Participant). The 
amount of cash that shall be paid (plus withholding for taxes and any applicable deferral election) shall equal the 
number of vested RSUs times the closing price ofVerizon's common stock on the New York Stock Exchange as of 
the last trading day in the Award Cycle. If the Participant dies before any payment due hereunder is made, such 
payment shall be made to the Participant's beneficiary. Once a payment has been made with respect to a RSU, the 
RSU shall be canceled. 

7. Early Cancellation/Accelerated Vesting of RSUs. Subject to the provisions of paragraph 7(c) and 5, RSUs 
may vest or be forfeited before vesting as follows: 

(a) Retirement Before July 1, 2006, Voluntary Separation On or Before December 31,2008 or 
Discharge for Cause On or Before December 31,2008. 

(1) If the Participant (i) Retires (as defined in paragraph 7(b)(4)) before July 1, 2006, (ii) quits on or 
before December 31, 2008, (iii) is terminated for Cause (as defined below) on or before December 31, 
2008, or (iv) separates from employment on or before December 31, 2008 under circumstances not 
described in paragraph 7(b), all then-unvested RSUs shall be canceled immediately and shall not be 
payable. 

(2) For purposes of this Agreement, "Cause" means (i) grossly incompetent performance or substantial 
or continuing inattention to or neglect of the duties and responsibilities assigned to the Participant; 
fraud, misappropriation or embezzlement involving the Company; or a material breach of the Verizon 
Code of Business Conduct or any of the Covenants set forth in Exhibit A to this Agreement, all as 
determined by the Executive Vice President- Human Resources ofVerizon in his or her discretion, and 
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the exercise of such discretion shall be final, conclusive and binding, or (ii) commission of any felony 
of which the Participant is finally adjudged guilty by a court of competent jurisdiction. 

(b) Retirement After June 30,2006, Involuntary Termination Without Cause On or Before December 
31,2008, Termination Due to Death or Disability On or Before December 31,2008. 

(1) This paragraph 7(b) shall apply if the Participant: 

(i) Retires (as defined below) after June 30, 2006, or 

(ii) Separates from employment by reason of an involuntary termination without Cause (as 
determined by the Executive Vice President- Human Resources ofVerizon), death, or disability 
(as defined below) on or before the last day of the Award Cycle. "Disability" shall mean the total 
and permanent disability of the Participant as defined by, or determined under, the Company's 
long-term disability benefit plan. 

(2) If the Participant separates from employment prior to the end of the Award Cycle under 
circumstances described in paragraph 7(b)(1), the Participant's then-unvested RSUs shall vest without 
regard to the three-year continuous employment requirement set forth in paragraph 5(a), provided that 
the Participant has not and does not commit a material breach of any of the Covenants and provided 
that the Participant executes a release satisfactory to the Company waiving any claims he or she may 
have against the Company. 

(3) Any RSUs that vest pursuant to paragraph 7(b)(2) shall be payable as soon as practicable after the 
end of the Award Cycle (but in no event later than March 15, 2009), except as described in paragraph 7 
(c). However, the Committee retains the discretion to determine whether and the extent to which the 
Participant is eligible to receive DEUs with respect to dividends declared after the Participant's 
separation from employment pursuant to paragraph 7(b)(1), and the Committee's exercise of this 
discretion shall be final, conclusive and binding. 

(4) For purposes of this Agreement, "Retire" means (i) to retire after having attained at least 15 years of 
Net Credited Service (as defined under the Verizon Management Pension Plan) and a combination of 
age and years of Net Credited Service that equals or exceeds 75 points, or (ii) retirement under any 
other circumstances determined in writing by the Executive Vice President - Human Resources of 
Verizon. 

(c) Change in Control. Upon the occurrence of a Change in Control ofVerizon (as defined in the Plan) on 
or before the last day of the Award Cycle, all then-unvested RSUs shall vest and be payable immediately 
(without prorating of the award) without regard to the three-year continuous employment requirement in 
paragraph 5(a). A Change in Control that occurs after the end of the Award Cycle shall have no effect on 
whether any RSUs vest or become payable. A Participant who receives the immediate award payment 
provided in this paragraph 7(c) shall be entitled to receive payment for all DEUs earned before the Change in 
Control, even if such DEUs are paid or payable after the Change in Control. 

(d) Vesting Schedule. Except and to the extent provided in paragraphs 7(b) and (c), nothing in this 
paragraph 7 shall alter the vesting schedule prescribed by paragraph 5. 

8. Shareholder Rights. The Participant shall have no rights as a shareholder with respect to shares of common 
stock to which this grant relates. Except as provided in the Plan or in this Agreement, no adjustment shall be 
made, for dividends or other rights for which the record date occurs while the RSU s are outstanding. 

9. Revocation or Amendment of Agreement. Except to the extent required by law or specifically contemplated 
under this Agreement (including, but not limited to, corrections of any administrative errors, the determination of 
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whether the Participant has been terminated for Cause, has a disability, or has satisfied the three-year continuous 
employment requirement), the Committee or the Executive Vice President- Human Resources ofVerizon may not, 
without the written consent of the Participant, (a) revoke this Agreement insofar as it relates to the RSUs granted 
hereunder, or (b) make or change any determination or change any term, condition or provision affecting the RSUs 
if the determination or change would materially and adversely affect the RSUs or the Participant's legitimate rights 
thereto. Nothing in the preceding sentence shall preclude the Committee or the Executive Vice President - Human 
Resources of Verizon from exercising reasonable administrative discretion with respect to the Plan or this 
Agreement, and the exercise of such discretion shall be final, conclusive and binding. 

10. Assignment. The RSUs shall not be assigned, pledged or transferred except by will or by the laws of descent 
and distribution. During the Participant's lifetime, the RSUs may be deferred only by the Participant or by the 
Participant's guardian or legal representative in accordance with the deferral regulations, if any, established by the 
Company. 

11. Beneficiary. The Participant shall designate a beneficiary in writing and in such manner as is acceptable to the 
Executive Vice President- Human Resources ofVerizon. If the Participant fails to so designate a beneficiary, or if 
no such designated beneficiary survives the Participant, the Participant's beneficiary shall be the Participant's 
estate. 

12. Other Plans and Agreements. Any payment received by the Participant pursuant to this Agreement shall not 
be taken into account as compensation in the determination of the Participant's benefits under any pension, 
savings, group insurance, severance or other benefit plan maintained by Verizon or a Related Company. The 
Participant acknowledges that receipt of this Agreement or any prior RSU agreement shall not entitle the 
Participant to any other benefits under the Plan or any other plans maintained by the Company or a Related 
Company. 

13. Company and Related Company. For purposes of this Agreement, "Company" means Verizon 
Communications Inc. "Related Company" means (a) any corporation, partnership, joint venture, or other entity in 
which Verizon Communications Inc. holds a direct or indirect ownership or proprietary interest of 50 percent or 
more, or (b) any corporation, partnership, joint venture, or other entity in which Verizon Communications Inc. 
holds an ownership or other proprietary interest of less than 50 percent but which, in the discretion of the 
Committee, is treated as a Related Company for purposes of this Agreement. 

14. Employment Status. The grant of the RSUs shall not be deemed to constitute a contract of employment for a 
particular term between the Company or a Related Company and the Participant, nor shall it constitute a right to 
remain in the employ of any such Company or Related Company. 

15. Withholding. The Participant shall be responsible for any taxes that arise in connection with this grant of 
RSUs, and the Company shall make such arrangements as it deems necessary for withholding of any taxes it 
determines are required to be withheld pursuant to any applicable law or regulation. 

16. Securities Laws. The Company shall not be required to make payment with respect to any shares of common 
stock prior to the admission of such shares to listing on any stock exchange on which the stock may then be listed 
and the completion of any registration or qualification of such shares under any federal or state law or rulings or 
regulations of any government body that the Company, in its discretion, determines to be necessary or advisable, 
and the exercise of such discretion shall be final, conclusive and binding. 

17. Committee Authority. The Committee shall have complete discretion in the exercise of its rights, powers, and 
duties under this Agreement. Any interpretation or construction of any provision of, and the determination of any 
question arising under, this Agreement shall be made by the Committee in its discretion and such exercise shall be 
final, conclusive, and binding. The Committee may designate any individual or individuals to perform any of its 
functions hereunder. 
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18. Successors. This Agreement shall be binding upon, and inure to the benefit of, any successor or successors of 
the Company and the person or entity to whom the RSUs may have been transferred by will, the laws of descent 
and distribution, or beneficiary designation. All terms and conditions of this Agreement imposed upon the 
Participant shall, unless the context clearly indicates otherwise, be deemed, in the event of the Participant's death, 
to refer to and be binding upon the Participant's heirs and beneficiaries. 

19. Construction. This Agreement is intended to grant the RSUs upon the terms and conditions authorized by the 
Plan. Any provisions of this Agreement that cannot be so administered, interpreted, or construed shall be 
disregarded. In the event that any provision of this Agreement is held invalid or unenforceable, such provision 
shall be considered separate and apart from the remainder of this Agreement, which shall remain in full force and 
effect. In the event that any provision, including any Covenant, is held to be unenforceable for being unduly broad 
as written, such provision shall be deemed amended to narrow its application to the extent necessary to make the 
provision enforceable according to applicable law and shall be enforced as amended. 

20. Defined Terms. Except where the context clearly indicates otherwise, all capitalized terms used herein shall 
have the definitions ascribed to them by the Plan, and the terms of the Plan shall apply where appropriate. 

21. Execution of Agreement. The Participant shall indicate consent to the terms of this Agreement (including its 
Exhibit) and the Plan by executing this Agreement pursuant to the instructions provided and otherwise shall 
comply with the requirements of paragraph 3. The Participant and Verizon hereby expressly agree that the use of 
electronic media to indicate confirmation, consent, signature, acceptance, agreement and delivery shall be legally 
valid and have the same legal force and effect as if the Participant and Verizon executed this Agreement (including 
its Exhibit) in paper form. 

22. Confidentiality. Except to the extent otherwise required by law, the Participant shall not disclose, in whole or 
in part, any of the terms of this Agreement. This paragraph 22 does not prevent the Participant from disclosing the 
terms of this Agreement to the Participant's spouse or beneficiary or to the Participant's legal, tax, or financial 
adviser, provided that the Participant take all reasonable measures to assure that the individual to whom disclosure 
was made does not disclose the terms of this Agreement to a third party except as otherwise required by law. 

23. Applicable Law. The validity, construction, interpretation and effect of this Agreement shall be governed by 
and construed in accordance with the laws of the State of New York, without giving effect to the conflicts oflaws 
provisions thereof. 

24. Notice. Any notice to the Company provided for in this Agreement shall be addressed to the Company in care 
of the Executive Vice President- Human Resources ofVerizon at One Verizon Way, Basking Ridge, NJ 07920-
1097 and any notice to the Participant shall be addressed to the Participant at the current address shown on the 
payroll of the Company, or to such other address as the Participant may designate to the Company in writing. Any 
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope as stated above, 
registered and deposited, postage prepaid, in a post office regularly maintained by the United States Postal Service. 

25. Dispute Resolution. 

(a) General. Except as otherwise provided in paragraph 26 below, all disputes arising under the Plan or this 
Agreement and all claims in which a Participant seeks damages that relate in any way to RSUs or other 
benefits of the Plan are subject to the dispute resolution procedure described below in paragraph 25. The 
parties to this Agreement are not required to arbitrate Employment Claims, as defined in subsection (a)(ii) 
below, in which the Participant does not seek damages that relate in any way to RSUs or other benefits of the 
Plan or this Agreement. 

(i) For purposes of this Agreement, the term "Units Award Dispute" shall mean any claim 
against the Company or a Related Company regarding (A) the interpretation of the Plan or this 
Agreement, (B) any of the terms or conditions of the RSUs issued under this 
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Agreement, or (C) allegations of entitlement to RSUs or additional RSUs, or any other benefits under 
the Plan, other than Employment Claims described in subsection (a)(ii) below; provided, however, that 
any dispute relating to the forfeiture of an award as a result of a breach of any of the Covenants 
contained in Exhibit A shall not be subject to the dispute resolution procedures provided for in this 
paragraph 25. 

(ii) For purposes of this Agreement, the term "Units Damages Dispute" shall mean any employment 
related claims between the Participant and the Company or a Related Company or against the directors, 
officers, employees, representatives, or agents of the Company or a Related Company, including claims 
of alleged employment discrimination, wrongful termination, or violations of Title VII of the Civil 
Rights Act of 1964, the Americans with Disabilities Act, the Age Discrimination in Employment Act, 
42 U.S. C. § 1981, the Fair Labor Standards Act, the Family Medical Leave Act, the Sarbanes-Oxley 
Act, or any other federal, state or local law, statute, regulation, or ordinance relating to employment or 
any common law theories of recovery relating to employment, such as breach of contract, tort, or public 
policy claims ("Employment Claims"), in which the damages sought relate in any way to RSUs or other 
benefits of the Plan. 

(b) Internal Dispute Resolution Procedure. All Units Award Disputes shall be referred in the first instance 
to the Verizon Employee Benefits Committee ("EB Committee") for resolution internally within Verizon. 
Except where otherwise prohibited by law, all Units Award Disputes must be filed in writing with the EB 
Committee no later than one year from the date that the dispute accrues. Consistent with paragraph 25(c)(i) 
of this Agreement, decisions about the enforceability of the limitations period contained herein are for the 
arbitrator to decide. To the fullest extent permitted by law, the EB Committee shall have full power, 
discretion, and authority to interpret the Plan and this Agreement and to decide all Units Award Disputes 
brought under this Plan and Agreement before them. Determinations made by the EB Committee shall be 
final, conclusive and binding, subject only to review by arbitration pursuant to subsection (c) below under the 
arbitrary and capricious standard of review. 

(c) Arbitration. All appeals from determinations of Units Award Disputes by the EB Committee as described 
in subsection (b) above, as well as all Units Damages Disputes, shall be submitted to the American 
Arbitration Association ("AAA") for final and binding arbitration on an individual basis (and not on a 
collective or class action basis) before a single arbitrator pursuant to its Commercial Arbitration Rules in 
effect at the time this grant is accepted. Except where otherwise prohibited by law, all appeals of Units Award 
Disputes and all Units Damages Disputes must be filed in writing with the AAA no later than one year from 
the date that the appeal or dispute accrues. Consistent with paragraph 25(c)(i) of this Agreement, decisions 
about the enforceability of the limitations period contained herein are for the arbitrator to decide. If the 
Participant and either the Company or a Related Company are party to any prior agreement to arbitrate 
claims before the AAA under rules other than its Commercial Arbitration Rules, claims that are arbitrable 
under any such agreements shall be submitted to the AAA for disposition under its Commercial Arbitration 
Rules together with disputes that are arbitrable under this Agreement in order to promote expeditious and 
efficient dispute resolution. A copy of the AAA's Commercial Arbitration Rules may be obtained from 
Human Resources. The arbitration shall be held at the office of the AAA nearest the place of the Participant's 
most recent employment by the Company or a Related Company, unless the parties agree to a different 
location. All claims by the Company or a Related Company against the Participant, except for breaches of 
any of the Covenants, shall also be raised in such arbitration proceedings. 

(i) The arbitrator shall have the authority to determine whether this arbitration agreement is enforceable 
and whether any dispute submitted for arbitration hereunder is arbitrable. The arbitrator shall decide all 
issues submitted for arbitration according to the terms of the Plan, this Agreement, existing Company 
policy, and applicable substantive state and federal law and shall have the authority to award any 
remedy or relief which could be awarded by a court. The decision of the arbitrator shall be final and 
binding and enforceable in any applicable court. 
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(ii) The Participant understands and agrees that when Units Award Disputes or Units Damages 
Disputes are submitted for arbitration pursuant to this Agreement, both the Participant and the 
Company or a Related Company waive any right to sue each other in a court of law or equity, to 
have a trial by jury, or to resolve disputes on a collective, or class, basis, and that the sole forum 
available for the resolution of such issues is arbitration as provided herein. This dispute resolution 
procedure shall not prevent either the Participant or the Company or a Related Company from 
commencing an action in any court of competent jurisdiction for the purpose of obtaining 
injunctive relief to prevent irreparable harm pending arbitration hereunder; in such event, both 
the Participant and the Company or a Related Company agree that the party who commences the 
action may proceed without necessity of posting a bond. 

(iii) In consideration of the Participant's agreement in subsection (ii) above, the Company or a Related 
Company will pay all filing, administrative and arbitrator's fees incurred in connection with the 
arbitration proceedings. If the AAA requires the Participant to pay the initial filing fee, the Company or 
a Related Company will reimburse the Participant for that fee. 

(iv) The parties intend that the arbitration procedure to which they hereby agree shall be the exclusive 
means for resolving all Units Award Disputes and Units Damages Disputes. Their agreement in this 
regard shall be interpreted as broadly and inclusively as reason permits to realize that intent. 

(v) Notwithstanding any other provision of this Agreement, this dispute resolution provision shall be 
governed by laws of the State of New York to the extent that it is not governed by the Federal 
Arbitration Act. 

26. Additional Remedies. Notwithstanding the dispute resolution procedures, including arbitration, of paragraph 
25 of this Agreement, and in addition to any other rights or remedies, whether legal, equitable, or otherwise, that 
each of the parties to this Agreement may have (including the right of the Company to terminate the Participant for 
Cause), the Participant acknowledges that-

(a) The Covenants in Exhibit A to this Agreement are essential to the continued goodwill and profitability of 
the Company; 

(b) The Participant has broad-based skills that will serve as the basis for employment opportunities that are 
not prohibited by the Covenants in Exhibit A; 

(c) When the Participant's employment with the Company terminates, the Participant shall be able to earn a 
livelihood without violating any of the Covenants in Exhibit A; 

(d) Irreparable damage to the Company shall result in the event that the Covenants in Exhibit A are not 
specifically enforced and that monetary damages will not adequately protect the Company from a breach of 
these Covenants; 

(e) If any dispute arises concerning the violation or anticipated or threatened violation by the Participant of 
any of the Covenants in Exhibit A, an injunction may be issued restraining such violation pending the 
determination of such controversy, and no bond or other security shall be required in connection therewith; 

(f) The Covenants in Exhibit A shall continue to apply after any expiration, termination, or cancellation of 
this Agreement; 

(g) The Participant's breach of any of the Covenants in Exhibit A shall result in the Participant's immediate 
forfeiture of all rights and benefits, including all RSUs and DEUs, under this Agreement; and 
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(h) All disputes relating to the Covenants in Exhibit A, including their interpretation and enforceability and 
any damages (including but not limited to damages resulting in the forfeiture of an award under this 
Agreement) that may result from the breach of such Covenants, shall not be subject to the dispute resolution 
procedures, including arbitration, of paragraph 25 of this Agreement, but shall instead be determined in a 
court of competent jurisdiction. 

~xhibit A - Covenants 

1. Noncompetition- In consideration for the benefits described in the Agreement to which this Exhibit A is 
attached and other good and valuable consideration, you, the Participant, agree that: 

(a) Prohibited Conduct- During the period of your employment with the Company or any Related 
Company, and for the period ending twelve (12) months following a termination of your employment for any 
reason with the Company or any Related Company, you shall not, without the prior written consent of the 
Executive Vice President- Human Resources ofVerizon: 

(1) personally engage in Competitive Activities (as defined below); or 

(2) work for, own, manage, operate, control, or participate in the ownership, management, operation, or 
control of, or provide consulting or advisory services to, any person, partnership, firm, corporation, 
institution or other entity engaged in Competitive Activities, or any company or person affiliated with 
such person or entity engaged in Competitive Activities; provided that your purchase or holding, for 
investment purposes, of securities of a publicly traded company shall not constitute "ownership" or 
"participation in the ownership" for purposes of this paragraph so long as your equity interest in any 
such company is less than a controlling interest; 

provided that this paragraph (a) shall not prohibit you from (i) being employed by, or providing services to, a 
consulting firm, provided that you do not personally engage in Competitive Activities or provide consulting 
or advisory services to any individual, partnership, firm, corporation, institution or other entity engaged in 
Competitive Activities, or any person or entity affiliated with such individual, partnership, firm, corporation, 
institution or other entity engaged in Competitive Activities, or (ii) engaging in the private practice of law as 
a sole practitioner or as a partner in (or as an employee of or counsel to) a law firm in accordance with 
applicable legal and professional standards. 

(b) Competitive Activities- For purposes of the Agreement, to which this Exhibit A is attached, 
"Competitive Activities" means activities relating to products or services of the same or similar type as the 
products or services (1) which are sold (or, pursuant to an existing business plan, will be sold) to paying 
customers of the Company or any Related Company, and (2) for which you have responsibility to plan, 
develop, manage, market, oversee or perform, or had any such responsibility within your most recent 24 
months of employment with the Company or any Related Company. Notwithstanding the previous sentence, 
an activity shall not be treated as a Competitive Activity if the geographic marketing area of the relevant 
products or services does not overlap with the geographic marketing area for the applicable products and 
services of the Company or any Related Company. 

2. Interference With Business Relations - During the period of your employment with the Company or any 
Related Company, and for a period ending with the expiration of twelve (12) months following a termination of 
your employment for any reason with the Company or any Related Company, you shall not, without the written 
consent of the Executive Vice President- Human Resources ofVerizon: 

(a) recruit, induce or solicit any employee, directly or indirectly, of the Company or Related Company for 
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employment or for retention as a consultant or service provider; 

(b) hire or participate (with another person or entity) in the process of hiring (other than for the Company or 
any Related Company) any person who is then an employee of the Company or any Related Company, or 
provide names or other information about any employees of the Company or Related Company to 

any person or entity (other than the Company or any Related Company), directly or indirectly, under 
circumstances that could lead to the use of any such information for purposes of recruiting, soliciting or 
hiring; 

(c) interfere, directly or indirectly, with the relationship of the Company or any Related Company with any of 
its employees, agents, or representatives; 

(d) solicit or induce, or in any manner attempt to solicit or induce, directly or indirectly, any client, customer, 
or prospect of the Company or any Related Company (1) to cease being, or not to become, a customer of the 
Company or any Related Company or (2) to divert any business of such customer or prospect from the 
Company or any Related Company; or 

(e) otherwise interfere with, disrupt, or attempt to interfere with or disrupt, the relationship, contractual or 
otherwise, between the Company or any Related Company and any of its customers, clients, prospects, 
suppliers, consultants, employees, agents, or representatives. 

3. Return Of Property; Intellectual Property Rights - You agree that on or before termination of your 
employment for any reason with the Company or any Related Company, you shall return to the Company all 
property owned by the Company or any Related Company or in which the Company or any Related Company has 
an interest, including files, documents, data and records (whether on paper or in tapes, disks, or other machine­
readable form), office equipment, credit cards, and employee identification cards. You acknowledge that the 
Company (or, as applicable, a Related Company) is the rightful owner of, and you hereby do assign, all right, title 
and interest in and to any programs, ideas, inventions, discoveries, patentable or copyrighted material, or 
trademarks that you may have originated or developed, or assisted in originating or developing, during your period 
of employment with the Company or a Related Company, where any such origination or development involved the 
use of Company or Related Company time, information or resources, was made in the exercise of your 
responsibilities for or on behalf of the Company or a Related Company or was related to the Company's or a 
Related Company's business or to the Company's or a Related Company's actual or demonstrably anticipated 
research or development. You shall at all times, both before and after termination of your employment, cooperate 
with the Company (or, as applicable, any Related Company) in executing and delivering documents requested by 
the Company or a Related Company, and taking any other actions, that are necessary or requested by the Company 
or a Related Company to assist the Company or any Related Company in patenting, copyrighting, protecting, 
enforcing or registering any programs, ideas, inventions, discoveries, works of authorship, data, information, 
patentable or copyrighted material, or trademarks, and to vest title thereto solely in the Company (or, as applicable, 
a Related Company). 

4. Proprietary And Confidential Information- You shall at all times, including after any termination of your 
employment with the Company or any Related Company, preserve the confidentiality of all Proprietary 
Information (defined below) and trade secrets of the Company or any Related Company, and you shall not use for 
the benefit of any person, other than the Company or a Related Company, or disclose to any person, except and to 
the extent that disclosure of such information is legally required, any Proprietary Information or trade secrets of the 
Company or any Related Company. "Proprietary Information" means any information or data related to the 
Company or any Related Company, including information entrusted to the Company or a Related Company by 
others, which has not been fully disclosed to the public by the Company or a Related Company and which is treated 
as confidential or protected within the Company or any Related Company or is of value to competitors, such as 
strategic or tactical business plans; undisclosed business, operational or financial data; ideas, processes, methods, 
techniques, systems, models, devices, programs, computer software, or related information; documents relating to 
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regulatory matters or correspondence with governmental entities; undisclosed information concerning any past, 
pending, or threatened legal dispute; pricing or cost data; the identity, reports or analyses of business prospects; 
business transactions that are contemplated or planned; research data; personnel information or data; identities of 
users or purchasers of the Company's or Related Company's products or services; the Agreement to which this 
Exhibit A is attached; and other non-public 

information pertaining to or known by the Company or a Related Company, including confidential or non-public 
information of a third party that you know or should know the Company or a Related Company is obligated to 
protect. 

5. Definitions - Except where clearly provided to the contrary, all capitalized terms used in this Exhibit A shall 
have the definitions given to those terms in the Agreement to which this Exhibit A is attached. 

6. Agreement to Covenants. You shall indicate your agreement to these Covenants in accordance with the 
instructions provided in the Agreement, and your acceptance of the Agreement shall include your acceptance of 
these Covenants. You and Verizon hereby expressly agree that the use of electronic media to indicate confirmation, 
consent, signature, acceptance, agreement and delivery shall be legally valid and have the same legal force and 
effect as if you and Verizon executed these Covenants in paper form. 

EXHIBIT lOj(vi) 

VERIZON COMMUNICATIONS INC. LONG-TERM INCENTIVE PLAN 
PERFORMANCE STOCK UNIT AGREEMENT 

2006-08 AWARD CYCLE 

AGREEMENT between Verizon Communications Inc. ("Verizon" or the "Company") and you (the "Participant") 
and your heirs and beneficiaries. 

1. Purpose of Agreement. The purpose of this Agreement is to provide a grant of performance stock units 
("PSUs") to the Participant. 

2. Agreement. This Agreement is entered into pursuant to the terms of the 2001 Verizon Communications Inc. 
Long-Term Incentive Plan (the "Plan"), and evidences the grant of a performance stock award in the form of PSUs 
pursuant to the Plan. This Agreement is intended to comply with the requirements of Section 162(m) of the Code 
and the Treasury Department Regulations thereunder. The PSUs and this Agreement (including the covenants set 
forth in Exhibit A (the "Covenants"), which are incorporated into and shall be a part of the Agreement) are subject 
to the terms and provisions of the Plan. By executing this Agreement, the Participant agrees to be bound by the 
terms and provisions of the Plan, this Agreement and by the actions of the Human Resources Committee of 
Verizon Communication's Board of Directors or any successor thereto (the "Committee"), and any designee of the 
Committee. To the extent that there is a conflict between the terms of the Plan and the terms of this Agreement, 
the terms of this Agreement shall control. 

3. Contingency. The grant ofPSUs is contingent on the Participant's timely acceptance of this Agreement and 
satisfaction of the other conditions contained herein. If the Participant does not properly accept (or revokes 
acceptance of) this Agreement the Participant shall not be entitled to the PSUs regardless of the extent to which the 
vesting requirements in paragraph 5 ("Vesting") are satisfied. 

4. Number of Units. The Participant is granted the number ofPSUs as specified on their account under the 2006 
PSU grant, administered by Fidelity Investments. A PSU is a hypothetical share of Verizon's common stock. The 
value of a PSU on any given date shall be equal to the closing price of Verizon' s common stock on the New York 
Stock Exchange as of such date. A PSU does not represent an equity interest in Verizon and carries no voting 
rights. A Dividend Equivalent Unit ("DEU") or fraction thereof shall be added to each PSU each time that a 
dividend is paid on Verizon's common stock. The amount of each DEU shall be equal to the dividend paid on a 
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share ofVerizon's common stock. The DEU shall be converted into PSUs or fractions thereofbased upon the 
average of the high and low sales prices ofVerizon's common stock traded on the New York Stock Exchange on 
the dividend payment date of each declared dividend on Verizon's common stock, and such PSUs or fractions 
thereof shall be added to the Participant's PSU balance. To the extent that Fidelity or the Company makes an 
administrative error with respect to the number or value of the PSUs granted to the Participant under this 
Agreement, the Company specifically reserves the right to correct such error and the Participant agrees that he or 
she shall be legally bound by any corrective action taken by the Company or the Plan Administrator. 

5. Vesting. 

(a) General. The Participant shall vest in the PSUs to the extent provided in paragraph 5(b) ("Performance 
Requirement") only if the Participant satisfies the requirements of paragraph 5(c) ("Three-Year Continuous 
Employment Requirement"), except as otherwise provided in paragraph 7 ("Early Cancellation/ Accelerated 
Vesting ofPSUs"). 

(b) Performance Requirement. 

(1) General. The PSUs shall vest based on the average annual total shareholder return ("TSR") of 
Verizon's common stock during the three-year period beginning January 1, 2006, and ending at the 
close of business on December 31, 2008 (the "Award Cycle"), relative to the combined weighted 
average annual TSR of the companies in the Standard & Poor's 500 ("S&P 500 ®")Index and the 
companies in the Industry Peer Company ("IPC") Index during the same three-year period. No PSUs 
shall vest unless the Committee determines that certain threshold performance requirements have been 
satisfied. The formula for determining the total number ofPSUs that may vest and become payable (the 
"Payout Formula") will equal the number of units that you are granted as described in paragraph 4 
(plus any additional PSUs added with respect to DEUs credited over the Award Cycle) times the Total 
Vested Percentage (as defined below). For example, if (a) you are granted 1,000 PSUs, and (b) those 
PSUs are credited with an additionall50 PSUs as a result of DEUs paid over the Award Cycle, and (c) 
the Total Vested Percentage is 96%, you will generally vest in (1,000 PSUs + 150 PSUs from DEUs) 
times 96%, or 1,104 PSUs, which shall be payable in cash as described in paragraph 6. Please note that 
the Committee retains the discretion to determine the Total Vested Percentage, the Verizon S&P 500 
Vested Percentage, the Verizon IPC Vested Percentage and the extent to which you are eligible to 
receive DEUs with respect to dividends declared after your separation from employment pursuant to 
paragraph 7(b)(l), and the Committee's exercise of this discretion shall be final, conclusive and 
binding. 

(2) Definitions. For purposes of the performance requirement and Payout Formula set forth in 
paragraph 5(b)(l)-

(i) "Total Vested Percentage" shall be equal to (i) 40% of the average annual Verizon S&P 500 
Vested Percentage during the Award Cycle, plus (ii) 60% of the average annual Verizon IPC 
Vested Percentage during the Award Cycle. 

(ii) "Verizon S&P 500 Vested Percentage" shall be an amount (between 0% and 200%), as 
determined by the Committee, for each year in the Award Cycle as provided in the following 
table: 

erizon S&P 500 TSR Position erizon S&P 500 Vested Percentage 

elow 20% 

t least 20% but less than 80% Times the Verizon S&P 500 TSR 
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Position 

lso% or more ~00% 

(iii) "Verizon S&P 500 TSR Position" shall be, as determined by the Committee, Verizon's rank 
among companies in the S&P 500 Index in terms of TSR, expressed as a percentage equal to the 
number of companies in the S&P 500 Index (including Verizon) with a TSR less than or equal 
to that of Verizon divided by the total number of companies in such index. The Committee 
retains the discretion to determine the Verizon S&P 500 TSR Position for any period, and the 
Committee's exercise of this discretion shall be final, conclusive and binding. 

(iv) "Verizon IPC Vested Percentage" shall be an amount (between 0% and 200%), as 
determined by the Committee, for each year in the Award Cycle as provided in the following 
table: 

erizon IPC TSR Position erizon IPC Vested Percentage 

elow 20% % 

t least 20% but less than 55% 1.5 times the Verizon IPC TSR Position 

ore than 55% times the Verizon IPC TSR Position 

(v) "Verizon IPC TSR Position" shall be, as determined by the Committee, where Verizon would 
rank among companies in an Industry Peer Company Index in terms ofTSR ifVerizon were 
included in such index, expressed as a percentage equal to the number of companies in the IPC 
Index (including Verizon) with a TSR less than or equal to that ofVerizon divided by the total 
number of companies in such index. The Committee retains the discretion to substitute, add or 
eliminate companies in the Industry Peer Company Index and to determine the Verizon IPC 
TSR Position for any period, and the Committee's exercise of this discretion shall be final, 
conclusive and binding. 

(vi) "TSR" or "Total Shareholder Return" shall mean the change in the price of a share of 
common stock from the beginning of a period (as measured by the closing price of a share of 
such stock on the last trading day preceding the beginning of the period) until the end of such 
period (the "Measurement Period")( as measured by the closing price of a share of such stock on 
the last trading day of the period), adjusted to reflect the reinvestment of dividends (if any) 
through the purchase of common stock and as may be necessary to take into account stock splits 
or other events similar to those described in Section 4.3 of the Plan. Measurement Periods may 
vary between and/or during an Award Cycle, and may or may not be coextensive with the Award 
Cycle. The Committee retains the discretion to determine and to change the Measurement 
Periods which shall be used to calculate TSRs for the Award Cycle, both before and during the 
Award Cycle, and the Committee's exercise of this discretion shall be final, conclusive and 
binding. 

(c) Three-Year Continuous Employment Requirement. Except as otherwise determined by the 
Committee, or except as otherwise provided in paragraph 7(b), the PSUs shall vest only if the 
Participant is continuously employed by the Company from the date the PSUs are granted through the 
end of the Award Cycle. 
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(d) Transfer. Transfer of employment from Verizon to a Related Company (as defined in paragraph 
13), from a Related Company to Verizon, or from one Related Company to another Related Company 
shall not constitute a separation from employment hereunder, and service with a Related Company 
shall be treated as service with the Company for purposes of the three-year continuous employment 
requirement in paragraph 5(c). 

6. Payment. All payments under this Agreement shall be made in cash. As soon as practicable after the end of the 
Award Cycle (but in no event later than March 15, 2009), except as described in paragraph 7(c), the value of the 
vested PSUs (minus any withholding for taxes) shall be paid to the Participant (subject, however, to any deferral 
application that the Participant has made under the deferral plan (if any) then available to the Participant). The 
amount of cash that shall be paid (plus withholding for taxes and any applicable deferral election) shall equal the 
number of vested PSUs times the closing price ofVerizon's common stock on the New York Exchange as of the 
last trading day in the Award Cycle. If the Participant dies before any payment due hereunder is made, such 
payment shall be made to the Participant's beneficiary. Once a payment has been made with respect to a PSU, the 
PSU shall be canceled. 

7. Early Cancellation/Accelerated Vesting ofPSUs. Subject to the provisions of paragraph 7(c) and 5, PSUs may 
vest or be forfeited before vesting as follows: 

(a) Retirement Before July 1, 2006, Voluntary Separation On or Before December 31,2008 or 
Discharge for Cause On or Before December 31,2008. 

(1) If the Participant (i) Retires (as defined in paragraph 7(b)(4)) before July 1, 2006, (ii) quits on or 
before December 31, 2008, (iii) is terminated for Cause (as defined below) on or before December 31, 
2008, or (iv) separates from employment on or before December 31, 2008 under circumstances not 
described in paragraph 7(b), all then-unvested PSUs shall be canceled immediately and shall not be 
payable. 

(2) For purposes of this Agreement, "Cause" means (i) grossly incompetent performance or substantial 
or continuing inattention to or neglect of the duties and responsibilities assigned to the Participant; 
fraud, misappropriation or embezzlement involving the Company; or a material breach of the Verizon 
Code of Business Conduct or any of the Covenants set forth in Exhibit A to this Agreement, all as 
determined by the Executive Vice President- Human Resources ofVerizon in his or her discretion, and 
the exercise of such discretion shall be final, conclusive and binding, or (ii) commission of any felony 
of which the Participant is finally adjudged guilty by a court of competent jurisdiction. 

(b) Retirement After June 30,2006, Involuntary Termination Without Cause On or Before December 
31,2008, Termination Due to Death or Disability On or Before December 31,2008. 

(1) This paragraph 7(b) shall apply if the Participant: 

(i) Retires (as defined below) after June 30, 2006, or 

(ii) Separates from employment by reason of an involuntary termination without Cause (as 
determined by the Executive Vice President- Human Resources ofVerizon), death, or disability 
(as defined below) on or before the last day of the Award Cycle. "Disability" shall mean the total 
and permanent disability of the Participant as defined by, or determined under, the Company's 
long-term disability benefit plan. 

(2) If the Participant separates from employment prior to the end of the Award Cycle under 
circumstances described in paragraph 7(b)(1), the Participant's then-unvested PSUs shall be subject to 
the vesting provisions set forth in paragraph 5(a), except that the three-year continuous employment 
requirement set forth in paragraph 5(c) shall not apply, provided that the Participant has not and does 
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not commit a material breach of any of the Covenants and provided that the Participant executes a 
release satisfactory to the Company waiving any claims he may have against the Company. 

(3) Any PSUs that vest pursuant to paragraph 7(b)(2) shall be payable as soon as practicable after the 
end of the Award Cycle (but in no event later than March 15, 2009), except as described in paragraph 7 
(c). However, the Committee retains the discretion to determine whether and the extent to which the 
Participant is eligible to receive DEUs with respect to dividends declared after the Participant's 
separation from employment pursuant to paragraph 7(b)(l), and the Committee's exercise of this 
discretion shall be final, conclusive and binding. 

(4) For purposes of this Agreement, "Retire" means (i) to retire after having attained at least 15 years of 
Net Credited Service (as defined under the Verizon Management Pension Plan) and a 

combination of age and years of Net Credited Service that equals or exceeds 75 points, or (ii) retirement 
under any other circumstances determined in writing by the Executive Vice President - Human Resources of 
Verizon. 

(c) Change in Control. Upon the occurrence of a Change in Control ofVerizon (as defined in the Plan) on 
or before the last day of the Award Cycle, all then-unvested PSUs shall vest and be payable immediately 
(without prorating of the award) at 50% of the maximum award payout without regard to the performance 
requirement in paragraph 5(b) or the three-year continuous employment requirement in paragraph 5(c). A 
Change in Control that occurs after the end of the Award Cycle shall have no effect on whether any PSUs 
vest or become payable. A Participant who receives the immediate award payment provided in this paragraph 
7(c) shall be entitled to receive payment for all DEUs earned before the Change in Control, even if such 
DEUs are paid or payable after the Change in Control. 

(d) Vesting Schedule. Except and to the extent provided in paragraphs 7(b) and (c), nothing in this 
paragraph 7 shall alter the vesting schedule prescribed by paragraph 5. 

8. Shareholder Rights. The Participant shall have no rights as a shareholder with respect to shares of common 
stock to which this grant relates. Except as provided in the Plan or in this Agreement, no adjustment shall be 
made, for dividends or other rights for which the record date occurs while the PSU s are outstanding. 

9. Revocation or Amendment of Agreement. Except to the extent required by law or specifically contemplated 
under this Agreement (including, but not limited to, corrections of any administrative errors, the determination of 
the total percentage ofPSUs that become payable, the Measurement Period or Periods for the Award Cycle, 
Verizon's or any other company's TSR, Verizon S&P 500 TSR Position, and Verizon IPC TSR Position, and 
whether the Participant has been terminated for Cause, has a disability, or has satisfied the three-year continuous 
employment requirement), the Committee or the Executive Vice President- Human Resources ofVerizon may not, 
without the written consent of the Participant, (a) revoke this Agreement insofar as it relates to the PSUs granted 
hereunder, or (b) make or change any determination or change any term, condition or provision affecting the PSUs 
if the determination or change would materially and adversely affect the PSUs or the Participant's legitimate rights 
thereto. Nothing in the preceding sentence shall preclude the Committee or the Executive Vice President - Human 
Resources of Verizon from exercising reasonable administrative discretion with respect to the Plan or this 
Agreement, and the exercise of such discretion shall be final, conclusive and binding. 

10. Assignment. The PSUs shall not be assigned, pledged or transferred except by will or by the laws of descent 
and distribution. During the Participant's lifetime, the PSUs may be deferred only by the Participant or by the 
Participant's guardian or legal representative in accordance with the deferral regulations, if any, established by the 
Company. 

11. Beneficiary. The Participant shall designate a beneficiary in writing and in such manner as is acceptable to the 
Executive Vice President- Human Resources ofVerizon. If the Participant fails to so designate a beneficiary, or if 
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no such designated beneficiary survives the Participant, the Participant's beneficiary shall be the Participant's 
estate. 

12. Other Plans and Agreements. Any payment received by the Participant pursuant to this Agreement shall not 
be taken into account as compensation in the determination of the Participant's benefits under any pension, 
savings, group insurance, severance or other benefit plan maintained by Verizon or a Related Company. The 
Participant acknowledges that receipt of this Agreement or any prior PSU agreement shall 

not entitle the Participant to any other benefits under the Plan or any other plans maintained by the Company or 
Related Company. 

13. Company and Related Company. For purposes of this Agreement, "Company" means Verizon 
Communications Inc. "Related Company" means (a) any corporation, partnership, joint venture, or other entity in 
which Verizon Communications Inc. holds a direct or indirect ownership or proprietary interest of 50 percent or 
more, or (b) any corporation, partnership, joint venture, or other entity in which Verizon Communications Inc. 
holds an ownership or other proprietary interest of less than 50 percent but which, in the discretion of the 
Committee, is treated as a Related Company for purposes of this Agreement. 

14. Employment Status. The grant of the PSUs shall not be deemed to constitute a contract of employment for a 
particular term between the Company or a Related Company and the Participant, nor shall it constitute a right to 
remain in the employ of any such Company or Related Company. 

15. Withholding. The Participant shall be responsible for any taxes that arise in connection with this grant of 
PSUs, and the Company shall make such arrangements as it deems necessary for withholding of any taxes it 
determines are required to be withheld pursuant to any applicable law or regulation. 

16. Securities Laws. The Company shall not be required to make payment with respect to any shares of common 
stock prior to the admission of such shares to listing on any stock exchange on which the stock may then be listed 
and the completion of any registration or qualification of such shares under any federal or state law or rulings or 
regulations of any government body that the Company, in its discretion, determines to be necessary or advisable, 
and the exercise of such discretion shall be final, conclusive and binding. 

17. Committee Authority. The Committee shall have complete discretion in the exercise of its rights, powers, and 
duties under this Agreement. Any interpretation or construction of any provision of, and the determination of any 
question arising under, this Agreement shall be made by the Committee in its discretion and such exercise shall be 
final, conclusive, and binding. The Committee may designate any individual or individuals to perform any of its 
functions hereunder. 

18. Successors. This Agreement shall be binding upon, and inure to the benefit of, any successor or successors of 
the Company and the person or entity to whom the PSUs may have been transferred by will, the laws of descent 
and distribution, or beneficiary designation. All terms and conditions of this Agreement imposed upon the 
Participant shall, unless the context clearly indicates otherwise, be deemed, in the event of the Participant's death, 
to refer to and be binding upon the Participant's heirs and beneficiaries. 

19. Construction. This Agreement is intended to grant the PSUs upon the terms and conditions authorized by the 
Plan. Any provisions of this Agreement that cannot be so administered, interpreted, or construed shall be 
disregarded. In the event that any provision of this Agreement is held invalid or unenforceable, such provision 
shall be considered separate and apart from the remainder of this Agreement, which shall remain in full force and 
effect. In the event that any provision, including any Covenant, is held to be unenforceable for being unduly broad 
as written, such provision shall be deemed amended to narrow its application to the extent necessary to make the 
provision enforceable according to applicable law and shall be enforced as amended. 

20. Defined Terms. Except where the context clearly indicates otherwise, all capitalized terms used herein shall 
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have the definitions ascribed to them by the Plan, and the terms of the Plan shall apply where appropriate. 

21. Execution of Agreement. The Participant shall indicate consent to the terms of this Agreement (including its 
Exhibit) and the Plan by executing this Agreement pursuant to the instructions provided and otherwise shall 
comply with the requirements of paragraph 3. The Participant and Verizon hereby expressly agree that the use of 
electronic media to indicate confirmation, consent, signature, acceptance, agreement and delivery shall be legally 
valid and have the same legal force and effect as if the Participant and Verizon executed this Agreement (including 
its Exhibit) in paper form. 

22. Confidentiality. Except to the extent otherwise required by law, the Participant shall not disclose, in whole or 
in part, any of the terms of this Agreement. This paragraph 22 does not prevent the Participant from disclosing the 
terms of this Agreement to the Participant's spouse or beneficiary or to the Participant's legal, tax, or financial 
adviser, provided that the Participant take all reasonable measures to assure that the individual to whom disclosure 
is made does not disclose the terms of this Agreement to a third party except as otherwise required by law. 

23. Applicable Law. The validity, construction, interpretation and effect of this Agreement shall be governed by 
and construed in accordance with the laws of the State of New York, without giving effect to the conflicts oflaws 
provisions thereof. 

24. Notice. Any notice to the Company provided for in this Agreement shall be addressed to the Company in care 
of the Executive Vice President- Human Resources ofVerizon at One Verizon Way, Basking Ridge, NJ, 07920-
1097 and any notice to the Participant shall be addressed to the Participant at the current address shown on the 
payroll of the Company, or to such other address as the Participant may designate to the Company in writing. Any 
notice shall be delivered by hand, sent by telecopy or enclosed in a properly sealed envelope as stated above, 
registered and deposited, postage prepaid, in a post office regularly maintained by the United States Postal Service. 

25. Dispute Resolution. 

(a) General. Except as otherwise provided in paragraph 26 below, all disputes arising under the Plan or this 
Agreement and all claims in which a Participant seeks damages that relate in any way to PSUs or other 
benefits of the Plan are subject to the dispute resolution procedure described below in this paragraph 25. The 
parties to this Agreement are not required to arbitrate Employment Claims, as defined in subsection (a)(ii) 
below, in which the Participant does not seek damages that relate in any way to PSUs or other benefits of the 
Plan or this Agreement. 

(i) For purposes of this Agreement, the term "Units Award Dispute" shall mean any claim against the 
Company or a Related Company regarding (A) the interpretation of the Plan or this Agreement, (B) any 
of the terms or conditions of the PSUs issued under this Agreement, or (C) allegations of entitlement to 
PSUs or additional PSUs, or any other benefits under the Plan, other than Employment Claims 
described in subsection (a)(ii) below; provided, however, that any dispute relating to the forfeiture of an 
award as a result of a breach of any of the Covenants contained in Exhibit A shall not be subject to the 
dispute resolution procedures provided for in this paragraph 25. 

(ii) For purposes of this Agreement, the term "Units Damages Dispute" shall mean any employment 
related claims between the Participant and the Company or a Related Company or against the directors, 
officers, employees, representatives, or agents of the Company or a Related Company, including claims 
of alleged employment discrimination, wrongful termination, or violations of Title VII of the Civil 
Rights Act of 1964, the Americans with Disabilities Act, the Age Discrimination in Employment Act, 
42 U.S. C. § 1981, the Fair Labor Standards Act, the Family Medical Leave Act, the Sarbanes-Oxley 

Act, or any other federal, state or local law, statute, regulation, or ordinance relating to employment or 
any common law theories of recovery relating to employment, such as breach of contract, tort, or public 
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policy claims ("Employment Claims"), in which the damages sought relate in any way to PSUs or other 
benefits of the Plan. 

(b) Internal Dispute Resolution Procedure. All Units Award Disputes shall be referred in the first instance 
to the Verizon Employee Benefits Committee ("EB Committee") for resolution internally within Verizon. 
Except where otherwise prohibited by law, all Units Award Disputes must be filed in writing with the EB 
Committee no later than one year from the date that the dispute accrues. Consistent with paragraph 25(c)(i) 
of this Agreement, decisions about the enforceability of the limitations period contained herein are for the 
arbitrator to decide. To the fullest extent permitted by law, the EB Committee shall have full power, 
discretion, and authority to interpret the Plan and this Agreement and to decide all Units Award Disputes 
brought under this Plan and Agreement before them. Determinations made by the EB Committee shall be 
final, conclusive and binding, subject only to review by arbitration pursuant to subsection (c) below under the 
arbitrary and capricious standard of review. 

(c) Arbitration. All appeals from determinations of Units Award Disputes by the EB Committee as described 
in subsection (b) above, as well as all Units Damages Disputes, shall be submitted to the American 
Arbitration Association ("AAA") for final and binding arbitration on an individual basis (and not on a 
collective or class action basis) before a single arbitrator pursuant to its Commercial Arbitration Rules in 
effect at the time this grant is accepted. Except where otherwise prohibited by law, all appeals of Units Award 
Disputes and all Units Damages Disputes must be filed in writing with the AAA no later than one year from 
the date that the appeal or dispute accrues. Consistent with paragraph 25(c)(i) of this Agreement, decisions 
about the enforceability of the limitations period contained herein are for the arbitrator to decide. If the 
Participant and either the Company or a Related Company are party to any prior agreement to arbitrate 
claims before the AAA under rules other than its Commercial Arbitration Rules, claims that are arbitrable 
under any such agreements shall be submitted to the AAA for disposition under its Commercial Arbitration 
Rules together with disputes that are arbitrable under this Agreement in order to promote expeditious and 
efficient dispute resolution. A copy of the AAA's Commercial Arbitration Rules may be obtained from 
Human Resources. The arbitration shall be held at the office of the AAA nearest the place of the Participant's 
most recent employment by the Company or a Related Company, unless the parties agree to a different 
location. All claims by the Company or a Related Company against the Participant, except for breaches of 
any of the Covenants, shall also be raised in such arbitration proceedings. 

(i) The arbitrator shall have the authority to determine whether this arbitration agreement is enforceable 
and whether any dispute submitted for arbitration hereunder is arbitrable. The arbitrator shall decide all 
issues submitted for arbitration according to the terms of the Plan, this Agreement, existing Company 
policy, and applicable substantive state and federal law and shall have the authority to award any 
remedy or relief which could be awarded by a court. The decision of the arbitrator shall be final and 
binding and enforceable in any applicable court. 

(ii) The Participant understands and agrees that when Units Award Disputes or Units Damages 
Disputes are submitted for arbitration pursuant to this Agreement, both the Participant and the 
Company or a Related Company waive any right to sue each other in a court of law or equity, to 
have a trial by jury, or to resolve disputes on a collective, or class, basis, and that the sole forum 
available for the resolution of such issues is arbitration as provided herein. This dispute resolution 
procedure 

shall not prevent either the Participant or the Company or a Related Company from commencing 
an action in any court of competent jurisdiction for the purpose of obtaining injunctive relief to 
prevent irreparable harm pending arbitration hereunder; in such event, both the Participant and 
the Company or a Related Company agree that the party who commences the action may proceed 
without necessity of posting a bond. 

(iii) In consideration of the Participant's agreement in subsection (ii) above, the Company or a Related 
Company will pay all filing, administrative and arbitrator's fees incurred in connection with the 
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arbitration proceedings. If the AAA requires the Participant to pay the initial filing fee, the Company or 
a Related Company will reimburse the Participant for that fee. 

(iv) The parties intend that the arbitration procedure to which they hereby agree shall be the exclusive 
means for resolving all Units Award Disputes and Units Damages Disputes. Their agreement in this 
regard shall be interpreted as broadly and inclusively as reason permits to realize that intent. 

(v) Notwithstanding any other provision of this Agreement, this dispute resolution provision shall be 
governed by laws of the State of New York to the extent that it is not governed by the Federal 
Arbitration Act. 

26. Additional Remedies. Notwithstanding the dispute resolution procedures, including arbitration, of paragraph 
25 of this Agreement, and in addition to any other rights or remedies, whether legal, equitable, or otherwise, that 
each of the parties to this Agreement may have (including the right of the Company to terminate the Participant for 
Cause), the Participant acknowledges that-

(a) The Covenants in Exhibit A to this Agreement are essential to the continued goodwill and profitability of 
the Company; 

(b) The Participant has broad-based skills that will serve as the basis for employment opportunities that are 
not prohibited by the Covenants in Exhibit A; 

(c) When the Participant's employment with the Company terminates, the Participant shall be able to earn a 
livelihood without violating any of the Covenants in Exhibit A; 

(d) Irreparable damage to the Company shall result in the event that the Covenants in Exhibit A are not 
specifically enforced and that monetary damages will not adequately protect the Company from a breach of 
these Covenants; 

(e) If any dispute arises concerning the violation or anticipated or threatened violation by the Participant of 
any of the Covenants in Exhibit A, an injunction may be issued restraining such violation pending the 
determination of such controversy, and no bond or other security shall be required in connection therewith; 

(f) The Covenants in Exhibit A shall continue to apply after any expiration, termination, or cancellation of 
this Agreement; 

(g) The Participant's breach of any of the Covenants in Exhibit A shall result in the Participant's immediate 
forfeiture of all rights and benefits, including all PSUs and DEUs, under this Agreement; and 

(h) All disputes relating to the Covenants in Exhibit A, including their interpretation and enforceability and 
any damages (including but not limited to damages resulting in the forfeiture of an award under this 
Agreement) that may result from the breach of such Covenants, shall not be subject to the dispute resolution 
procedures, including arbitration, of paragraph 25 of this Agreement, but shall instead be determined in a 
court of competent jurisdiction. 

~xhibit A-Covenants 

1. Noncompetition- In consideration for the benefits described in the Agreement to which this Exhibit A is 
attached and other good and valuable consideration, you, the Participant, agree that: 
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(a) Prohibited Conduct- During the period of your employment with the Company or any Related 
Company, and for the period ending twelve (12) months following a termination of your employment for any 
reason with the Company or any Related Company, you shall not, without the prior written consent of the 
Executive Vice President- Human Resources ofVerizon: 

(1) personally engage in Competitive Activities (as defined below); or 

(2) work for, own, manage, operate, control, or participate in the ownership, management, operation, or 
control of, or provide consulting or advisory services to, any person, partnership, firm, corporation, 
institution or other entity engaged in Competitive Activities, or any company or person affiliated with 
such person or entity engaged in Competitive Activities; provided that your purchase or holding, for 
investment purposes, of securities of a publicly traded company shall not constitute "ownership" or 
"participation in the ownership" for purposes of this paragraph so long as your equity interest in any 
such company is less than a controlling interest; 

provided that this paragraph (a) shall not prohibit you from (i) being employed by, or providing services to, a 
consulting firm, provided that you do not personally engage in Competitive Activities or provide consulting 
or advisory services to any individual, partnership, firm, corporation, institution or other entity engaged in 
Competitive Activities, or any person or entity affiliated with such individual, partnership, firm, corporation, 
institution or other entity engaged in Competitive Activities, or (ii) engaging in the private practice of law as 
a sole practitioner or as a partner in (or as an employee of or counsel to) a law firm in accordance with 
applicable legal and professional standards. 

(b) Competitive Activities- For purposes of the Agreement, to which this Exhibit A is attached, 
"Competitive Activities" means activities relating to products or services of the same or similar type as the 
products or services (1) which are sold (or, pursuant to an existing business plan, will be sold) to paying 
customers of the Company or any Related Company, and (2) for which you have responsibility to plan, 
develop, manage, market, oversee or perform, or had any such responsibility within your most recent 24 
months of employment with the Company or any Related Company. Notwithstanding the previous sentence, 
an activity shall not be treated as a Competitive Activity if the geographic marketing area of the relevant 
products or services does not overlap with the geographic marketing area for the applicable products and 
services of the Company or any Related Company. 

2. Interference With Business Relations - During the period of your employment with the Company or any 
Related Company, and for a period ending with the expiration of twelve (12) months following a termination of 
your employment for any reason with the Company or any Related Company, you shall not, without the written 
consent of the Executive Vice President- Human Resources ofVerizon: 

(a) recruit, induce or solicit any employee, directly or indirectly, of the Company or Related Company for 
employment or for retention as a consultant or service provider; 

(b) hire or participate (with another person or entity) in the process of hiring (other than for the Company or 
any Related Company) any person who is then an employee of the Company or any Related Company, or 
provide names or other information about any employees of the Company or Related Company to 

any person or entity (other than the Company or any Related Company), directly or indirectly, under 
circumstances that could lead to the use of any such information for purposes of recruiting, soliciting or 
hiring; 

(c) interfere, directly or indirectly, with the relationship of the Company or any Related Company with any of 
its employees, agents, or representatives; 

(d) solicit or induce, or in any manner attempt to solicit or induce, directly or indirectly, any client, customer, 
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or prospect of the Company or any Related Company (1) to cease being, or not to become, a customer of the 
Company or any Related Company or (2) to divert any business of such customer or prospect from the 
Company or any Related Company; or 

(e) otherwise interfere with, disrupt, or attempt to interfere with or disrupt, the relationship, contractual or 
otherwise, between the Company or any Related Company and any of its customers, clients, prospects, 
suppliers, consultants, employees, agents, or representatives. 

3. Return Of Property; Intellectual Property Rights - You agree that on or before termination of your 
employment for any reason with the Company or any Related Company, you shall return to the Company all 
property owned by the Company or any Related Company or in which the Company or any Related Company has 
an interest, including files, documents, data and records (whether on paper or in tapes, disks, or other machine­
readable form), office equipment, credit cards, and employee identification cards. You acknowledge that the 
Company (or, as applicable, a Related Company) is the rightful owner of, and you hereby do assign, all right, title 
and interest in and to any programs, ideas, inventions, discoveries, patentable or copyrighted material, or 
trademarks that you may have originated or developed, or assisted in originating or developing, during your period 
of employment with the Company or a Related Company, where any such origination or development involved the 
use of Company or Related Company time, information or resources, was made in the exercise of your 
responsibilities for or on behalf of the Company or a Related Company or was related to the Company's or a 
Related Company's business or to the Company's or a Related Company's actual or demonstrably anticipated 
research or development. You shall at all times, both before and after termination of your employment, cooperate 
with the Company (or, as applicable, any Related Company) in executing and delivering documents requested by 
the Company or a Related Company, and taking any other actions, that are necessary or requested by the Company 
or a Related Company to assist the Company or any Related Company in patenting, copyrighting, protecting, 
enforcing or registering any programs, ideas, inventions, discoveries, works of authorship, data, information, 
patentable or copyrighted material, or trademarks, and to vest title thereto solely in the Company (or, as applicable, 
a Related Company). 

4. Proprietary And Confidential Information- You shall at all times, including after any termination of your 
employment with the Company or any Related Company, preserve the confidentiality of all Proprietary 
Information (defined below) and trade secrets of the Company or any Related Company, and you shall not use for 
the benefit of any person, other than the Company or a Related Company, or disclose to any person, except and to 
the extent that disclosure of such information is legally required, any Proprietary Information or trade secrets of the 
Company or any Related Company. "Proprietary Information" means any information or data related to the 
Company or any Related Company, including information entrusted to the Company or a Related Company by 
others, which has not been fully disclosed to the public by the Company or a Related Company and which is treated 
as confidential or protected within the Company or any Related Company or is of value to competitors, such as 
strategic or tactical business plans; undisclosed business, operational or financial data; ideas, processes, methods, 
techniques, systems, models, devices, programs, computer software, or related information; documents relating to 
regulatory matters or correspondence with governmental entities; undisclosed information concerning any past, 
pending, or threatened legal dispute; pricing or cost data; the identity, reports or analyses of business prospects; 
business transactions that are contemplated or planned; research data; personnel information or data; identities of 
users or purchasers of the Company's or Related Company's products or services; the Agreement to which this 
Exhibit A is attached; and other non-public 

information pertaining to or known by the Company or a Related Company, including confidential or non-public 
information of a third party that you know or should know the Company or a Related Company is obligated to 
protect. 

5. Definitions - Except where clearly provided to the contrary, all capitalized terms used in this Exhibit A shall 
have the definitions given to those terms in the Agreement to which this Exhibit A is attached. 

6. Agreement to Covenants. You shall indicate your agreement to these Covenants in accordance with the 
instructions provided in the Agreement, and your acceptance of the Agreement shall include your acceptance of 
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these Covenants. You and Verizon hereby expressly agree that the use of electronic media to indicate confirmation, 
consent, signature, acceptance, agreement and delivery shall be legally valid and have the same legal force and 
effect as if you and Verizon executed these Covenants in paper form. 
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ONTENTS 

V ERIZON EXECUTIVE DEFERRAL PLAN 

I NTRODUCTION 

The Verizon Executive Deferral Plan (the "Plan" or "EDP") provides an easy way for you to set aside a portion of 
your annual base salary, your entire short-term incentive award and certain long-term incentive awards for the 
future in order to avoid current Federal, State and Local income taxes (where applicable) and to receive valuable 
contributions from Verizon (the "Company"). It reaches beyond the limits of a traditional40l(k) to provide 
exceptional value. For non-employee directors, it allows for the deferral of your annual cash retainer and associated 
meeting fees and equity compensation. 

I· I [he EDP allows you to defer a portion of your annual base salary, all of your short-term incentive award or 
non-employee director's annual retainer and associated meeting fees and certain long-term incentive awards that 

otherwise provide for deferral into the Plan; and 

I· Th¥ EDP also allows you to receive the full company matching contribution on the amounts you defer up to 6% of 
your compensation, without any limitations imposed by the Internal Revenue Code. However, non-employee 
members of the board of directors are not eligible for any company matching contributions, and the deferral of any 
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long-term incentive awards also will not be eligible for company matching contributions. 

Because the EDP is an account-based plan, your benefit will equal the balance in a hypothetical account kept for 
you under the Plan. You can invest your EDP account in a broad variety of investment options and your account 
balance will increase or decrease depending on the performance of the investments you choose. Therefore, you 
should exercise care when making your investment choices. 

The savings opportunities of the EDP mean you can set aside significantly more money for your future than you 
could if you could make deferrals only under the management savings plan. Verizon expects these advantages to 
serve you well as you strive to meet your future financial goals. 

You should be aware that the Plan succeeds the Verizon Income Deferral Plan (the "IDP") and the Verizon 
Deferred Compensation Plan for Non-Employee Directors (the "Directors' Plan"), which were frozen as of 
December 31, 2004. If you were a participant in the IDP or the Directors' Plan, vested amounts in your account in 
those plans as ofDecember 31, 2004, remain in those plans and subject to the rules that govern those plans. 
However, in order to comply with changes in the law that were effective January 1, 2005, amounts in your IDP 
account that were not vested as of December 31, 2004, have been transferred to the EDP and are now subject to the 
rules that govern EDP accounts generally. 

This booklet is intended to summarize the terms of the Executive Deferral Plan, effective January 1, 2006. To the 
extent this summary conflicts with the terms of the Plan, the terms of the Plan will control. If you would like to 
review the terms of the Plan or if you have any questions about your Plan benefits, please contact the Total 
Rewards department at 1-888-560-3669. 

~ ANUARY 1, 2006 II I ~AGE 1 

V ERIZON EXECUTIVE DEFERRAL PLAN 

P LAN H IGHLIGHTS 

ature of Plan and Benefit our Plan benefit is expressed in terms of an account balance and will equal the 
value of that account balance when you receive payments from the Plan. The value of your account balance will 

increase or decrease based upon your investment elections. The Plan is an unfunded, nonqualified benefit plan. 

eferrals for Active Participa ts You can defer up to 100% of the portion of your base salary that 

exceeds a limit included in the Internal Revenue Code ($220,000 in 2006) (your "Eligible Base Salary"). • 
You can defer up to 100% of your short-term incentive award or directors' cash retainer and associated meeting 

fees. • You may also be able to defer up to 100% of your long-term incentive award or annual equity grant to 

the extent otherwise permitted under the terms of the award. • Generally, deferral elections for Eligible Base 
Salary or directors' fees for a year must be submitted during an enrollment period in November or December of the 
preceding year and cannot be changed after December 31 ct of that preceding year. For example, if you make an 
election in December 2005 to defer a percentage of your 2006 base salary, you cannot change that election after 

December 31, 2005, and it will remain in effect for all of 2006. • Generally, deferral elections for performance 
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based short-term and long-term incentive awards must be made during an enrollment period in May or June of the 
year in which the award is earned and cannot be changed after June 30th of that year. For example, if you make an 
election in June 2005 to defer a percentage of your short-term incentive award earned in 2006 (and payable in 

2007), you cannot change that election after June 30, 2006, and it will remain in effect for all of 2006. • If you 
are promoted or hired into an eligible position, you will be provided a 30-day window in which to submit your 
salary and/or incentive deferral elections, if appropriate. A similar rule applies to newly-appointed non-employee 

members of the board of directors. 

Company Contributions The Company will add a "matching contribution credit" to your account 

equal to- • if you defer at least 6% of the sum of your Eligible Base Salary and short -term incentive under the 

Plan, 5% of the sum of your Eligible Base Salary and short -term incentive; or • if you defer less than 6% of the 
sum of your Eligible Base Salary and short-term incentive under the Plan, 100% of the first 4% and 50% of the 

next 2% of the sum of the Eligible Base Salary and short-term incentive that you defer. • Non-employee 

members of the board of directors are not eligible for any company matching contribution credits. • Any 

deferrals of long-term incentive awards are not eligible for company matching contribution credits. 

Account Investments Generally, you can elect to have your EDP account treated as if it were invested 
in any of the investment options available under the Verizon Savings Plan for Management Employees. You can 
also elect to have your EDP account treated as if it were invested in an account that provides a return that mirrors 

the yield on certain corporate bonds. 

~ ANUARY 1, 2006 II 

V ERIZON EXECUTIVE DEFERRAL PLAN 

P LAN H IGHLIGHTS 

istributions from the Plan of ur Personal Deferrals At the time you elect to defer you must 
also elect when and how you would like to have your benefit distributed. You may elect one of the following 

distribution forms: • One lump sum payment; or • Annual installments (for between 2 and 20 years). • 
Distributions can generally begin at separation from service or on a specified date either before or after your 

separation from service. • If you elect to receive a distribution based on a specified date rather than beginning 
at separation from service, the earliest you can receive a distribution with respect to a deferred amount is at least 2 

years following the year the full deferral has been credited to your account. • If you elect to receive a lump sum 

or begin receiving installments at separation from service, your distribution election is irrevocable. • If you 
elect to receive a distribution based on a specific date, you can change your distribution elections with respect to a 
deferred amount provided that (1) you make the election change at least 12 months prior to the original 
distribution date, (2) you delay the date you would have otherwise received your distributions by at least 5 years, 
and (3) you will not receive your distribution sooner or over a shorter period of time. You may not switch from 

annual installments to a lump sum distribution. 

istributions from the Plan of mpany Contributions All Company contributions in your EDP 
account (including amounts transferred to the EDP from the IDP or Directors' Plan) will be distributed in a lump 
sum payment following your separation from service (or six months after your separation from service if you are a 
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"key" employee). 

esting Your personal deferrals under the Plan are vested immediately. • The 
matching contribution credits vest at the same time you vest in the matching contributions under the Verizon 

Savings Plan for Management Employees. • Your matching contribution credits will also vest if your 
employment is involuntarily terminated without cause and you sign a release, if you become disabled, if you die, or 

if there is a change in control ofVerizon. • Any other Company contributions transferred to the EDP from 
another plan (including Retirement Contribution Credits transferred from the IDP) will vest according to the 

vesting schedule in place under the other plan at the time of the transfer. 

~ ANUARY 1, 2006 II I ~AGE 3 

V ERIZON EXECUTIVE DEFERRAL PLAN 

PARTICIPATING IN THE PLAN 

You can participate in the Plan on either an "active" or an "inactive" basis. The principal difference between the 
two is that, as an "active" participant, you can make deferrals into your EDP account and you are eligible to receive 
matching contribution credits. As either an "active" or "inactive" participant, you can invest your EDP account in 
the investment options available under the Plan and make elections that will determine when you receive 
distributions of your Plan account. 

ACTIVE PARTICIPATION 

If you were a director level employee or above ("Eligible Participant") or a non-employee member of the 
Company's Board of Directors (the "Board") on January 1, 2005, you automatically became an active participant in 
the Plan on that date. If you were hired or promoted to an Eligible Participant position or became a non-employee 
member of the Company's Board of Directors after January 1, 2005, you will automatically become an active 
participant in the Plan on the date you become an Eligible Participant or a non-employee member of the Board. 
Once you become an active participant, you will remain an active participant eligible for the Plan provisions 
applicable to Eligible Participants for as long as you are an Eligible Participant or a non-employee member of the 
Board. If you are demoted to position not eligible for participation in the EDP, you will become an inactive 
participant after your demotion. 

INACTIVE PARTICIPATION 

You will become an inactive participant if your employment with the Company ends, if you decide not to defer any 
part of your Eligible Base Salary, short-term incentive, long-term incentive or director's fees under the Plan, if you 
are demoted below the status of director or any equivalent level, or if you cease to be a non-employee member of 
the Board. Once you become an inactive participant, you will remain an inactive participant as long as you have a 
positive balance in your EDP account or until you again become an active participant. 

~ ANUARY 1, 2006 II 
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V ERIZON EXECUTIVE DEFERRAL PLAN 

Y OUR A CCOUNT B ALANCE 

Y OUR B EGINNING B ALANCE 

Depending on the circumstances under which you became an active participant, you might have a beginning 
balance in your EDP account when you first become eligible for the Plan provisions applicable to active 
participants. 

If you participated in the Verizon Income Deferral Plan (IDP) or the Verizon Deferred Compensation Plan for 
Non-Employee Directors (Directors' Plan) prior to January 1, 2005, any unvested benefit under those plans was 
transferred to the EDP and credited to your EDP account as a beginning balance. (As noted in "Effect on Other 
Benefit Plans" beginning on page 14, you will no longer be eligible for a benefit under the plan from which the 
benefit was transferred with respect to the amounts transferred to the EDP.) Any amounts in your beginning EDP 
account that were transferred from the IDP will be characterized as "Personal Deferral Credits," "Matching 
Contribution Credits," or "Retirement Contribution Credits" (as defined below) by the Plan's administrator 
depending on the nature of those credits under the plan from which the amounts were transferred. 

Amounts transferred to the Plan might be subject to various restrictions in addition to those described in this 
summary. The Plan's administrator will advise you if any such restrictions apply to any part of your EDP account. 

A DDING TO Y OUR B ALANCE 

The balance in your EDP account can increase while you are an active participant through your deferral of salary, 
short-term incentive, long-term incentives, directors' fees or annual equity awards into your EDP account and 
through Company Matching Contributions that are credited to your EDP account. As previously noted, the value of 
your account may also increase or decrease due to investment performance. 

Your Deferral of Compensation 

Personal Deferral Credits 

The Internal Revenue Code limits the amount of your pay that can be treated as "compensation" under the 
Company's "qualified" savings plan and "qualified" pension plan. This limit is $220,000 for the year 2006. Any 
base salary you earn over this limit is referred to under the Plan as "Eligible Base Salary." 

You can elect to defer receipt of all or part of your Eligible Base Salary or your director's fees into your EDP 
account. In addition, you may defer all or part of your short-term incentive from the Short-Term Incentive Plan 
into your EDP account, provided that you are still an active participant in the Plan when the short-term incentive is 
payable. You may also be able to defer receipt of certain other forms of compensation (including certain long-term 
incentive awards) if permitted by the Plan's administrator. 

If you elect to defer compensation under the Plan, you waive your right to receive the amount deferred at the time it 
would otherwise be paid and agree instead to receive the amount deferred under the terms of the Plan. 

~ ANUARY 1, 2006 II I ~AGE 5 

GTEOSI00004207 



V ERIZON EXECUTIVE DEFERRAL PLAN 

Any deferrals of Eligible Base Salary, short-term incentive, long-term incentive or directors' fees are known under 
the Plan as "Personal Deferral Credits," and the balance of your EDP account attributable to Personal Deferral 
Credits, including any investment earnings (or minus any investment losses) on these credits, is known as your 
"Employee Balance." 

Making an Election to Defer Compensation 

If you elect to defer all or part of your Eligible Base Salary, short-term incentive, director's fee, or other eligible 
compensation, your election must be made according to any terms and conditions the Plan's administrator may 
impose. 

Eligible Base Salary deferral elections must be submitted during an annual enrollment period specified by the 
Plan's administrator. This enrollment period will generally be in November or December of the year prior to when 
the salary is earned. (For example, elections with respect to 2006 base salary must be made during November or 
December of 2005.) At the time you elect to defer Eligible Base Salary, you must also make an election on how and 
when you would like to receive your payments of those deferred amounts. 

Your election will apply only to Eligible Base Salary earned in the year after the year in which you make the 
election-you cannot make your election retroactive. Your election will remain in effect only through the end of the 
tax year for which the election was made and will not be renewed automatically for the following year. In addition, 
you can not change or revoke your election after December 31 ct • (For example, the election you make in November 
or December of 2005 will remain in effect throughout 2006 unless you change it before December 31, 2005.) 
Similar rules apply to the deferral of directors' fees. 

To defer all or part of your performance based short-term incentive or long-term incentive, you must submit an 
annual election to the Plan's administrator during the specified enrollment period, generally in May or June before 
the year in which the award becomes payable. (For example, you will make your deferral election with respect to 
your 2006 annual bonus (which is payable in 2007) during May or June 2006.) Performance based short-term and 
long-term incentive deferrals are irrevocable after June 30 th • Your election will remain in effect only until the end 
of the year for which the election is made and will not be renewed automatically for the following year. 

If you are promoted or hired into an eligible position, you will be provided a 30-day window in which to submit 
your salary and/or incentive deferral elections, if appropriate, for the year of your hire or promotion. (You will be 
treated just like all other participants for each subsequent year.) A newly eligible employee who does not submit a 
deferral election within 30 days of the effective date of hire or promotion will be considered to have elected not to 
defer any salary or incentive compensation for the year in which he or she was hired or promoted. This is true with 
respect to incentive awards even if you are hired or promoted before the specified enrollment period in May or 
June. In other words, if you are hired into an eligible position in 
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March 2006, you must make your deferral elections for 2006 salary and any 2006 bonuses within 30 days of your 
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date of hire, even though participants who have participated in the Plan for the entire year are not required to make 
deferral elections with respect to their 2006 bonuses until May or June 2006. In addition, individuals who are 
promoted into eligible positions during the year will be able to defer only a pro-rated portion of their bonus for the 
year of the promotion. 

All personal deferral credits are managed in class years. Compensation deferred as follows constitutes one class 
year: 

I· I pne full tax year of Eligible Base Salary or directors' fees; and 

I· qn~ annual short-term or long-term incentive award. 

Each class year requires a corresponding distribution election. If no distribution election is made, your deferrals for 
that class year will be distributed as explained in "Default Form and Timing of Payments" beginning on page 11. 

The Company's Contributions 

Matching Contribution Credits 

If you elect to defer all or part of your Eligible Base Salary and/or short-term incentive, you will receive additional 
credits in your EDP account when your Personal Deferral Credits are credited to your EDP account. These credits 
are known under the Plan as "Matching Contribution Credits," and the balance of your EDP account attributable to 
Matching Contribution Credits, including any investment earnings (or minus any investment losses) on these 
credits, is known as your "Employer Balance." Matching Contribution Credits are designed to replicate the 
Company matching contributions under the Company's "qualified" savings plan. Non-employee Directors are not 
eligible for Matching Contribution Credits. 

For each Plan year, your Matching Contribution Credits will be determined as follows-

I· IM~ou defer at least 6% of the sum of your Eligible Base Salary and short-term incentive into your EDP account, 
you will receive Matching Contribution Credits equal to 5% of the sum of your Eligible Base Salary and short -term 

incentive; or 

I· IM~ou defer less than 6% of the sum of your Eligible Base Salary and short-term incentive into your EDP account, 
you will receive Matching Contribution Credits equal to the sum of-

I· I lwo% of the first 4% of the sum of the Eligible Base Salary and short-term incentive that you defer; and 

I· 50tYo of the next 2% of the sum of the Eligible Base Salary and short -term incentive that you defer. 

However, if you are no longer an active participant in the Plan when your short-term incentive is payable, you 
generally cannot defer your short -term incentive and, as a result, will not be eligible to receive Matching 
Contribution Credits with respect to your short -term incentive. 
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XAMPLE. You have $50,000 in Eligible Base Salary and earn a $100,000 short-term incentive in 2006. You 
defer 100% of your Eligible Base Salary and 75% of your short-term incentive into your EDP account. For the 

year, you will have $132,500 in total contributions to your EDP account, calculated as follows: Personal 

Deferral Credits: $125,000 (100% of$50,000 plus 75% of$100,000); and Matching Contribution Credits: 
$7,500 (Because you have deferred at least 6% of your total Eligible Base Salary plus short-term incentive into 

your EDP account, your Matching Contribution Credits equal 5% of $150,000, or $7,500.) 

Retirement Contribution Credits 

Participants who were eligible to receive Retirement Contribution Credits under the IDP with respect to base salary 
and incentives earned in 2004 will receive those credits under the EDP in the early part of 2005. No Retirement 
Contribution Credits will be made with respect to base salary and incentives earned after 2004. 

I NVESTING Y OUR A CCOUNT 

Investment Options 

You will be able to invest your EDP account as long as you are either an active or an inactive participant in the 
Plan. The investment options available under the Plan mirror those available under the Verizon Savings Plan for 
Management Employees and are subject to any restrictions imposed by the Verizon Savings Plan for Management 
Employees. For example, the restriction in the Verizon Savings Plan for Management Employees that you cannot 
buy shares under the Company stock fund within seven days after you sell shares in that fund applies under the 
Verizon Shares Fund in the EDP as well. In addition, you can invest your EDP account in a "Moody's" investment 
fund that provides a return that mirrors the yield on certain long-term, high-grade corporate bonds. 

Allocating Your Account Balance Among the Investment Options 

When you first become a participant in the Plan, your initial EDP account balance (if you have one as discussed 
under "Your Beginning Balance" on page 5) will be allocated in the same manner these credits were allocated in 
the IDP or the Directors' Plan. Thereafter, you may elect (or change an existing election) at any time to allocate all 
or any part of your existing or new Personal Deferral Credits to any of the investment options available under the 
Plan, except that, again as noted above and under "Your Beginning Balance" on page 5, special rules apply with 
respect to certain restricted amounts in your EDP account. If, upon becoming an active participant, you do not 
make an election with respect to your Personal Deferral Credits, those credits will be invested in the "Moody's" 
investment fund until you make a valid election. 

Your Matching Contribution Credits will all be allocated to the Verizon Shares Fund, an investment option that 
mirrors the return on the Company's common stock. You can transfer your Matching Contribution Credits to any 
other investment fund only in accordance with the "diversification" transfer rules for matching contributions under 
the Verizon Savings Plan for Management Employees. In general, if you have at least one year of service with 
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Verizon, these diversification transfer rules permit you to transfer up to 50% of your Matching Contribution 
Credits out of the Verizon Shares Fund beginning at age 50 and up to 100% of your Matching Contribution Credits 
out of the Verizon Shares Fund beginning at age 55. For more information about these diversification transfer 
rules, please consult the summary materials provided for the Verizon Savings Plan for Management Employees. 

Exchange Restrictions on Four Funds 

The EDP restricts exchanges (transfers) into the investment options that mirror the four funds listed below in order 
to encourage longer-term investing and discourage excessive short-term trading: 

I· I fActive International Equity Fund 

I· Pk§sive International Equity Index Fund 

I· Ft~elity REIT Collective Pool 

I· A!cjive U.S. Small Capitalization Fund 

Participants who make exchanges (transfers) out of any of these four investment options will not be able to 
exchange back into the same option for seven calendar days. You may continue to exchange out of these options at 
any time, but you must wait seven calendar days before exchanging back into that same investment option. 
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D ISTRIBUTIONS FROM THE P LAN 

M AKING AN E LECTION 

Each time you elect to defer either Eligible Base Salary, incentive awards or directors' fees into the EDP, you also 
need to indicate how and when you would like to receive your benefit - this is called class year accounting. You 
may elect one of the following distribution forms with respect to each class year of deferrals: 

I· I pne lump sum payment; or 

I· A!nhual installments (for between 2 and 20 years). 

You can elect to receive your benefit at separation from service or at a specific date. (In the case of installments, 
this is the date when the first installment is paid.) However, if you elect to receive a distribution based on a specific 
date, you may not elect a distribution date that is earlier than 2 years following the year the full deferral was 
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credited to your account. 

If you elect to receive a distribution based on a specific date, you can make a subsequent election to change an 
existing election with respect to a class year of deferrals provided that (1) you make the election change at least 12 
months prior to the original distribution date, (2) you delay the date you would have otherwise received your 
distributions by at least 5 years, and (3) under the terms of the new election, you will not receive your distribution 
sooner or over a shorter period of time. 

Consequently, you cannot make a subsequent election that results in your receiving your distribution sooner. In 
addition, you cannot change from installment payments to a lump sum and you cannot change from 20 annual 
installments to 5 annual installments. Lastly, if you have elected to receive a distribution as of a specific date, you 
cannot change that election to receive payment at separation from service, as this may accelerate your distribution. 
Please keep these rules in mind when you are making your initial elections. 

Once you are in distribution status for a particular class year of deferrals, you can no longer submit another 
distribution election to further defer receiving the distribution of that class year of deferrals. 

XAMPLE. You have elected to receive your Excess Base Salary deferred in 2005 in two annual installments 
beginning on January 1, 2008. On December 1, 2007, you submit a new election to receive your Excess Base 
Salary deferred in 2005 in a lump-sum on January 1, 2013. Because you did not submit this new election within 12 
months of when your payment was scheduled to begin, your new election is invalid, and you will receive your first 
installment in January 2008. You will receive your second installment in January 2009 because you can not change 

your distribution election once your benefit is in pay status. 
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If you attempt to modify your election and all or any part of your new election is invalid, any valid election in effect 
immediately before you submitted the modification will continue to be effective. If there is no such valid election in 
effect, the default rules discussed under "Default Form and Timing of Payments" beginning on page 11 will apply. 

If you elect to commence payments when your employment ends and your employment ends during the first 12 
months after you submit your election, you will receive your payments at the end of the 12 month period required 
in order for your election to be valid. All vested Company Contributions will be distributed in a lump sum payment 
after you separate from service (or six months after you separate from service if you are a "key" employee of the 
Company, as discussed under "Special Rules" below). 

DEFAULT FORM AND TIMING OF PAYMENTS 

If you do not have a valid election to receive payments of all or any part of your vested EDP account, you will 
receive payments of your EDP account (or the part of your EDP account for which no valid election has been 
made) in a lump sum as soon as administratively practicable after the month in which you separate from service 
with the Company. 

T IMING OF P A YMENTS 
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You can elect to begin receiving payments of your Personal Deferrals -

I· I ~n any specific date that is 2 years following the year that the Personal Deferral was credited to your account; 

or 

I· aj }four separation from service with the Company (including its affiliates). 

All vested Matching Contributions and any other Company Contributions will be distributed to you in a lump sum 
payment as soon as administratively practicable following your separation from service. 

In addition, there are some special rules that apply to the timing of payments for "key" employees of the Company, 
which are discussed below under "Special Rules". 

F ORM OF P AYMENTS 

Subject to certain limitations discussed below under "Special Rules", your vested Plan benefit can be paid in-

• a s·ngle sum; or 

I· ahqual installments over a period of two to twenty years. 

Distributions from the EDP will be made to your Fidelity brokerage account unless other arrangements are made at 
least 2 weeks prior to the valuation date of the distribution. 

S PECIAL R ULES 

Twenty-Year Limit on Benefit Payments 

Your vested Plan benefits must be fully paid within 20 years of when your employment with Verizon (and its 
affiliates) ends. This could impact your benefit payments in the following ways-
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I· I ~f you elect to receive all or part of your Plan benefit in a single sum on a specific date and the date you elect is 
more than 20 years from the date your employment with Verizon ends, you will be deemed to have elected to 

receive your lump sum 20 years from the date your employment ends; 

I· i~ypu elect to receive all or part of your Plan benefit in annual installments and, upon payment commencement, 
your annual installments would last more than 20 years from the date your employment with Verizon ends, you 
will be deemed to have elected the number of installments equal to the maximum number of installments between 

your payment commencement date and the date that is 20 years from the date your employment ended. 
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Special Rule for Key Employees 

Employees who, at the time of distribution, are "key" employees of Verizon cannot receive distributions from the 
EDP on account of their separation from service until at least six months after their separation from service from 
Verizon and its affiliates. (Distributions scheduled to begin on a fixed date are not affected by this rule.) In general, 
"key" employees include the top 50 highest paid corporate officers of the Company. The Plan administrator 
reserves the right to determine who the "key" employees of the Company are. 

Special Rules that Apply at Disability 

If you become disabled (as defined in the Plan) before your employment with Verizon ends, you will receive your 
Plan benefit according to the terms of any valid election made in accordance with the general terms of the Plan 
then in effect or under the default rules for form and timing of payments discussed beginning on page 11. 
However, in no event will you receive any installment payments before the first business day of the first calendar 
quarter that begins after the date of your disability. 

If you become disabled after your employment with Verizon ends, you may only change your election regarding the 
form and timing of your Plan payments in accordance with the otherwise applicable terms of the Plan. 

Special Rules that Apply at Death 

At time of death, your beneficiary will receive a lump sum payout of any unpaid portion of your account as soon as 
administratively practicable following your death. 

Your beneficiary or beneficiaries will not be permitted to name their own beneficiaries or to change the form or 
timing of the benefit payments that they will receive. 

Hardship Payments 

You may at any time request payment of all or part of your Personal Deferral Credits if you can demonstrate to the 
Plan's administrator that you have incurred unusual, extraordinary expenses or hardship caused by events beyond 
your control, such as an accident or illness. The maximum amount that you can withdraw under these 
circumstances is the amount necessary to relieve the hardship or financial emergency on which the request is 
based. 
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V ESTING AND 0 THER I SSUES 

VESTING 

"Vesting" refers to your right to the balance in all or part of your EDP account. 
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Your Employee Balance 

You are always 100% vested in your Personal Deferral Credits, unless you and the Company have a written 
agreement providing that part of your Personal Deferral Credits will vest on a different schedule. 

Your Employer Balance 

You will be fully vested in your Matching Contribution upon the earliest to occur of the following-

I· I ~our account in the Verizon Savings Plan for Management Employees is fully vested, which usually occurs 

after three years of service with Verizon; 

I· y§ijr employment with the Company is involuntarily terminated without cause, and you execute a release in a 
form acceptable to the Plan's administrator or the Plan's administrator otherwise determines that all or a portion of 

your Matching Contribution Credits should be vested; 

I· y~l{ become disabled or die while employed with Verizon; or 

I· tijere is a change in control of Verizon. 

You will vest in any employer contributions transferred to the EDP under the terms of the plan from which those 
amounts were transferred. In addition, you will vest in any Retirement Contribution Credits received with respect 
to 2004 salary and bonuses under the vesting provisions of the IDP applicable to Retirement Contribution Credits. 
Note if you are retirement eligible or become retirement eligible under the terms of the Verizon Management 
Pension Plan all Retirement Contribution Credits will be fully vested on such date. 

FORFEITURE 

You can never forfeit your Personal Deferral Credits or the vested portion of your Matching Contribution Credits. 
However, if you resign from Verizon or if you are terminated for cause, you will forfeit any unvested account 
balance. 

In addition, the IDP rules with respect to forfeitures for violations of non-competition and non-solicit covenants 
continue to apply to unvested Retirement Contribution Credits transferred from the IDP and to Retirement 
Contribution Credits provided under the EDP with respect to salary and incentives earned in 2004. 

~ ANUARY 1, 2006 II I ~AGE 13 

V ERIZON EXECUTIVE DEFERRAL PLAN 

MISCELLANEOUS MATTERS 

P LAN A DMINISTRA TION 
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The Plan's administrator is the most senior Human Resources officer of the Company, which will generally be the 
Executive Vice President-Human Resources. However, if you are an "insider" for purposes of certain securities 
laws, the Plan's administrator is the Human Resources Committee of the Company's Board of Directors. The 
Plan's administrator has full discretionary authority and responsibility to administer and interpret the Plan, and 
has the discretion to charge participants for reasonable Plan administration expenses. All decisions of the Plan's 
administrator are final and controlling for purposes of the Plan. 

A MENDMENT AND T ERMINA TION 

The Company intends to operate the Plan indefinitely. However, the Company has the right to amend or terminate 
the Plan at any time as long as (except with respect to certain changes in the law) no amendment or termination 
adversely affects the present dollar value of the vested balance in your EDP account at the time the amendment is 
made or the Plan is terminated. In addition, for five years following a change in control ofVerizon, no amendment 
may adversely affect your rights under the Plan other than your right to future Matching Contribution Credits. 

E FFECT ON 0 THER B ENEFIT P LANS 

By participating in the Plan, you agree that the Plan will provide all of your Company-sponsored non-qualified 
deferred compensation benefits beginning January 1, 2005. You will no longer be eligible to make personal 
contributions or receive company contributions under the Verizon Income Deferral Plan or the Directors' Plan. 

However, amounts you deferred into the IDP or Directors' Plan that were vested on or before December 31, 2004, 
and were not transferred to the EDP will remain in the IDP or Directors' Plan and subject to the applicable 
provisions of those plans as they may be amended from time to time. Amounts you deferred into the IDP or 
Directors' Plan that were not vested on or before December 31, 2004, and were transferred to the EDP as of 
January 1, 2005, will be subject to the terms of the EDP and not subject to the terms of the IDP or Directors' Plan 
after December 31, 2004. 

HYPOTHETICAL NATURE OF PLAN ACCOUNTS AND INVESTMENTS 

Your EDP account is hypothetical in nature. That is, your Employee Balance and your Employer Balance are 
maintained for bookkeeping purposes only-there are no actual funds or assets in any of these accounts. 

Similarly, the investments under the Plan are only hypothetical in nature. You will instruct the Plan's 
administrator as to how you would like your EDP account invested. However, because your EDP account is only 
hypothetical, the Plan's administrator will not necessarily make any actual investments in accordance with your 
instructions. Nonetheless, the Plan's administrator will track your investment selections and will credit your EDP 
account with investment gains (or losses) based on the gains (or losses) on the investments you choose. 
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P LAN A SSETS N OT H ELD IN T RUST 

Unlike the Verizon Savings Plan for Management Employees and the Verizon Management Pension Plan, the 
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EDP is not funded and your benefits under the Plan are not protected by a trust. (If your EDP account were funded 
by a trust, you would be subject to immediate income tax on your vested Plan benefits, even though you would not 
receive your vested Plan benefits until some future date-one that is possibly many years in the future.) 
Consequently, in the unlikely event that the Company becomes bankrupt, you will only be a general, unsecured 
creditor of the Company with respect to the balance in your EDP account, and you may not receive all of your 
benefits. 

A SSIGNMENT AND A LIEN A TION 

In general, your rights under the Plan may not be assigned or alienated. However, the Plan will recognize and 
abide by the terms of certain domestic relations orders. 

W ITHHOLDING AND 0 THER T AX C ONSEQUENCES 

The Plan's administrator has full authority to withhold any taxes (including employment taxes) applicable to 
amounts deferred from your compensation, credits made to your EDP account, or payments of your Plan benefit. 
All deferrals and company match to the EDP are subject to FICA taxes (Medicare and Social Security up to annual 
limits). 

C ONTINUED E MPLOYMENT 

Nothing in the Plan confers on you the right to continue in the employment or service of the Company or to receive 
an annual base salary of any particular amount. 

~ ANUARY 1, 2006 

ears Ended December 31, 

II 

Computation of Ratio of Earnings to Fixed Charges 
Verizon Communications Inc. and Subsidiaries 

dollars in millions) 

005 004 

2001 

I II I 

I ~AGE 15 

EXHIBIT 12 

ncome before provision for income taxes, discontimle~ ~phations, extrab~dlinary items, aM ~umulative ~-~ct of 
accounting change $ 10,607 $ 10,112 $ 4,673 $ 

6,130 $ 2,660 

Minority interest I II ~,045 I I ~,409 I 111,583 I 111,404 
625 

~quity in (earnings) loss of unconsolidated businessels II I ~I b,691 ~I b,278 
) 1,547 (446 

pividends from unconsolidated businesses I II ~,336 111162 111198 11197 
178 

I I 
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~nterest expense I II ~,180 II ~,3s4 II ~,797 I 113,130 
3,276 

forti on of rent expense representing interest I II ~11 II ~49 II ~45 II ~ls 
419 

[Amortization of capitalized interest I II lto8 111104 111103 llls7 
70 

ncome, as adjusted $ 18,098 $ 13,929 $ 
12,S13 $ 6,7S2 

bxed charges: I II Ill Ill Ill 

~nterest expense I II 1$ 2,180 Ill$ 2,3S4 Ill$ 2,797 Ill$ 
3,130 $ 3,276 
forti on of rent expense representing interest I II ~11 II ~49 II ~45 II ~ls 

419 

!capitalized interest I II ~52 111177 111144 lllls5 
36S 

freferred stock dividend requirement I II r Ills 11112 I ll1s 
61 

~ixed Charges I II 1$ 3,052 Ill$ 3,01S I II$ 3,39s Ill$ 
3,751 $ 4,124 

atio of Earnings to Fixed Charges 3.42 
1.64 

EXHIBIT 13 

Selected Financial Data Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

005 004 003 002 

2001 

!Results of Operations I I I I I I I I I I 

pperating revenues I 1$ 75,112 I 1$ 71,2S3 I 1$ 67,46S I 1$ I I 
67,056 $ 66,513 
pperating income I 114,814 I 113,117 I p,407 I I I I 

14,S77 11,402 

~ncome before discontinued operations, extraordinary iJems and cumul~t~ve effect of acc~upting change I 17,397 I I 
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7,261 3,460 4,591 545 

fer common share - basic ~.67 ~.62 11.26 11.68 I I 

.20 

fer common share - diluted ~.65 ~.59 11.25 11.67 I I 

.20 

INet income 17,397 p,831 13,077 ~,079 I I 

389 

INet income available to common shareowners 17,397 p,831 13,077 ~,079 I I 

389 

fer common share - basic ~.67 ~.83 lu2 11.49 I I 

.14 

fer common share - diluted ~.65 ~.79 lu2 11.49 I I 

.14 

leash dividends declared per common share lt.62 lu4 lu4 lu4 I I 

1.54 

~inancial Position I I I I I I I I I I 

[Total assets 1$ 168,130 I 1$ 165,958 I 1$ 165,968 I 1$ I I 

167,468 $ 170,795 

~ong-term debt ~1,869 135,674 139,413 I I I I 

44,003 44,873 

~mployee benefit obligations I 118,819 117,941 116,754 I I I I 

15,392 11,895 

Minority interest I ~6,754 ~5,053 ~4,348 I I I I 

24,057 21,915 

lshareowners' investment I ~9,680 137,560 133,466 I I I I 

32,616 32,539 

I· I !significant events affecting our historical earnings trends in 2003 through 2005 are described in 

Management's Discussion and Analysis of Results of Operations and Financial Condition. 

I· 2QQ2 data includes gains on investments and sales of businesses and other special and/or non-recurring items. 

I· 2QQ1 data includes losses on investments, severance benefits charges, and other special and/or non-recurring 

items. 
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Overview 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. 
Verizon's domestic wireline telecommunications business provides local telephone services, including broadband, 
in 28 states and Washington, D.C. and nationwide long-distance and other communications products and services. 
Verizon's domestic wireless business, operating as Verizon Wireless, provides wireless voice and data products 
and services across the United States using one of the most extensive wireless networks. Information Services 
operates directory publishing businesses and provides electronic commerce services. Verizon's International 
segment includes wireline and wireless communications operations and investments in the Americas and Europe. 
In connection with the closing of the merger with MCI, Inc. (MCI), which occurred on January 6, 2006, Verizon 
now owns and operates one of the most expansive end-to-end global Internet Protocol (IP) networks which includes 
over 270,000 domestic and 360,000 international route miles of fiber optic cable and provides access to over 140 
countries worldwide. Operating as Verizon Business, we are now better able to provide next-generation IP network 
services to medium and large businesses and government customers. Stressing diversity and commitment to the 
communities in which we operate, Verizon has a highly diverse workforce of 250,000 employees, including 
Verizon Business. 

The sections that follow provide information about the important aspects of our operations and investments, both at 
the consolidated and segment levels, and include discussions of our results of operations, financial position and 
sources and uses of cash. In addition, we have highlighted key trends and uncertainties to the extent practicable. 
The content and organization of the financial and non-financial data presented in these sections are consistent with 
information used by our chief operating decision makers for, among other purposes, evaluating performance and 
allocating resources. We also monitor several key economic indicators as well as the state of the economy in 
general, primarily in the United States where the majority of our operations are located, in evaluating our operating 
results and analyzing and understanding business trends. While most key economic indicators, including gross 
domestic product, impact our operations to some degree, we have noted higher correlations to housing starts, non­
farm employment, personal consumption expenditures and capital spending, as well as more general economic 
indicators such as inflation and unemployment rates. 

Our results of operations, financial position and sources and uses of cash in the current and future periods reflect 
Verizon management's focus on the following four key areas: 

I· I ~evenue Growth - Our emphasis is on revenue transformation, devoting more resources to higher growth 
markets such as wireless, wireline broadband connections, including digital subscriber lines (DSL) and fiber optics 
to the home (Verizon's FiOS data product), long distance and other data services as well as expanded services to 
business markets, rather than to traditional wireline voice services, where we have been experiencing access line 
losses. In 2005, revenues from these growth areas increased by 15% compared to 2004 and represent 58% of our 
total revenues, up from 53% of total revenues in 2004 and 47% in 2003. Verizon reported consolidated revenue 
growth of 5.4% in 2005 compared to 2004, led by 16.8% higher revenue at Domestic Wireless and 10.5% total 
data revenue growth at Domestic Telecom. Verizon added 7,521,000 wireless customers, 1,659,000 broadband 
connections and 992,000 long distance lines. Excluding the revenues ofVerizon's Hawaii wireline and directory 
operations, which were sold in 2005, consolidated revenue growth would have been 6.0% in 2005 compared to 

2004. 

I· Qpbrational Efficiency - While focusing resources on growth markets, we are continually challenging our 
management team to lower expenses, particularly through technology-assisted productivity improvements 
including self-service initiatives. The effect of these and other efforts, such as the 2003 labor agreements and 
voluntary separation plans, real estate consolidations and call center routing improvements, has been to 
significantly change the company's cost structure and maintain stable operating income margins. Real estate 
consolidations include our decision to establish Verizon Center for the leadership team. In 2005, Verizon 
restructured its management retirement benefit plans such that management employees will no longer earn pension 
benefits or earn service towards the company retiree medical subsidy after June 30, 2006, after receiving an 18-
month enhancement of the value of their pension and retiree medical benefits, but will receive higher savings plan 
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matching contributions. The net effect of these management benefit plan changes is expected to be a reduction in 
pretax benefit expenses of approximately $3 billion over 10 years. In addition, Domestic Telecom's salary and 
benefits expenses have declined in 2005 and 2004 as a result of the 2003 voluntary separation plan. Workforce 
levels in 2005 and 2004 increased to 217,000 and 209,000, respectively, from 200,000 as ofDecember 31, 2003 
driven by wireless and wireline broadband growth markets. 

I· Qapital Allocation- Verizon's capital expenditures continue to be directed toward growth markets. High-speed 
wireless data (Evolution-Data Optimized, or EV-DO) services, replacement of copper access lines with fiber optics 
to the home, as well as expanded services to business markets are examples of areas of capital expenditures in 
support ofthese growth markets. In 2005, Verizon achieved targeted increased capital expenditures of$15,324 
million compared to 2004 capital expenditures of $13,259 million in support of growth initiatives. Approximately 
69% of 2005 capital expenditures related to growth initiatives. In 2006, Verizon management expects capital 
expenditures to be in the range of $15.4 billion to $15.7 billion, excluding capital expenditures associated with 
MCI. Including MCI, capital expenditures are expected to be $17.0 billion to $17.4 billion in 2006. In addition to 
capital expenditures, Domestic Wireless continues to acquire wireless spectrum in support of expanding data 
applications and customer base. In 2005, this included participation in the Federal Communications Commission 

(FCC) Auction 58 and the NextWave Telecom Inc. (NextWave) and Qwest Wireless, LLC acquisitions. 

I· Qa$h Flow Generation - The financial statements reflect the emphasis of management on not only directing 
resources to growth markets, but also using cash provided by our operating and investing activities for the 
repayment of debt in addition to providing a competitive dividend to our shareowners. In 2005, Verizon increased 
its dividend by 5.2% to $1.62 per share from $1.54 per share in 2004. At December 31, 2005, Verizon's total debt 

was $39,010 million, a decrease of $257 million from $39,267 million at December 31, 2004. 

kowever, Verizon's balance of cash and cash equivalents at December 31, 2005 of $776 million declined by 

$1,514 million from $2,290 million at December 31, 2004. 

Supporting these key focus areas are continuing initiatives to package more effectively and add more value to our 
products and services. In 2004, Verizon announced a deployment expansion ofFiOS in several states in our service 
territory. As of the end of 2005, we have met our goal of passing three million premises by the end of 2005. We 
have achieved a penetration rate of 9% in markets where Verizon has been actively marketing for more than six 
months and 14% in markets where we have been marketing for nine months, and continue to progress toward our 
goal of reaching 30% penetration in five years. In 2005, Verizon began offering video on the FiOS network in 
three markets and expects to begin offering video services in markets in New York, Massachusetts and California 
in the first quarter of 2006. In Keller, Texas, the first market that FiOS TV has been offered, we have achieved a 
21% penetration rate in four months. FiOS TV includes a collection of all-digital programming with more than 
375 channels, 47 music channels and 20 high-definition television channels. Innovative product bundles include 
local wireline, long distance, wireless and broadband services for consumer and general business retail customers. 
These efforts will also help counter the effects of competition and technology substitution that have resulted in 
access line losses that have contributed to declining Domestic Telecom revenues over the past several years. 

Verizon Business will serve medium and large businesses and government customers from related business 
operations within Domestic Telecom that market communications and information technology and services to 
large businesses and governments and MCI's global, corporate and government customers group. Beginning in 
2006, Verizon will be positioned as a global communications solutions provider. In connection with this merger, 
Verizon expects to achieve merger synergies with a net present value of approximately $8 billion; annual synergies 
over the next three years are estimated to be $550 million in 2006, $825 million in 2007 and $1,100 million in 
2008. Integration costs over that same three year period are estimated to be $400 million in 2006, $325 million in 
2007 and $275 million in 2008 and integration capital expenditures are estimated to be between $1.6 billion and 
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$1.9 billion, of which $550 million is expected to be spent in 2006. Examples of these synergies include moving 
more voice and data traffic, such as long-haul long distance traffic, onto Verizon's networks rather than paying 
third party access providers and duplicate work force reductions. 

At Domestic Wireless, we will continue to execute on the fundamentals of our network superiority and value 
proposition to deliver growth for the business while at the same time provide new and innovative products and 
services for our customers. We are continuing to expand the areas where we are offering BroadbandAccess, our 
EV-DO service. During 2005, Domestic Wireless expanded its broadband network to 180 major metropolitan 
areas, covering over 150 million people across the United States. We have achieved our goal of reaching 
approximately one-half of the U.S. population by the end of 2005. During 2005, we launched V CAST, our 
consumer broadband wireless service offering, which provides customers with unlimited access to a variety of 
video and gaming content on EV-DO handsets. In the first year ofV CAST service, customers received ll.8 
million downloads. Beginning in 2006, Domestic Wireless launched V CAST Music, a comprehensive mobile 
music service in which customers can download music over the air directly to their wireless phones and to their 
personal computers. 

In December 2005, Verizon announced that it is exploring divesting Information Services through a spin-off, sale 
or other strategic transaction. However, since this process is still ongoing, Information Services' results of 
operations, financial position and cash flows remain in Verizon's continuing operations. 

!consolidated Results of Operations 

In this section, we discuss our overall results of operations and highlight special and non-recurring items. In the 
following section, we review the performance of our four reportable segments. We exclude the effects of the special 
and non-recurring items from the segments' results of operations since management does not consider them in 
assessing segment performance, due primarily to their non-recurring and/or non-operational nature. We believe 
that this presentation will assist readers in better understanding our results of operations and trends from period to 
period. This section on consolidated results of operations carries forward the segment results, which exclude the 
special and non-recurring items, and highlights and describes those items separately to ensure consistency of 
presentation in this section and the "Segment Results of Operations" section. 

The special and non-recurring items include operating results through the sale date of our wireline and directory 
businesses in Hawaii which operated approximately 700,000 switched access lines and were sold in the second 
quarter of 2005. These operating results are not in segment results of operations to enhance comparability. 
Segment results also do not include discontinued operations in segment income. See "Other Consolidated Results -
Discontinued Operations" for a discussion of these results of operations. In addition, consolidated operating results 
include several other events and transactions that are highlighted because of their non-recurring and/or non­
operational nature. See "Special Items" for additional discussion of these items. 

!consolidated Revenues 

dollars in millions) 

ears Ended December 31, 

2003 %Change 

pomestic Telecom 1$ 37,616 II 1$ 38,021 II leu D%1 1$ 38,021 II I 
$ 39,055 (2.6 )% 

pomestic Wireless I ~2,301 II ~7,662 II 116.8 I I ~7,662 II I 

II I 

II I 
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22,489 23.0 

~nformation Services I ~,452 II 13,549 II 1(2.7 ~ I 13,549 II 
3,763 (5.7 ) 

~nternational I ~,193 II ~,014 II 18.9 I I ~,014 II 
1,949 3.3 

!corporate & Other I 1(652 ~ I 1(558 ~ I 116.8 I I 1(558 ~ I 
(402 ) 38.8 

~evenues of Hawaii operations sold I ~02 II 1595 II 1(66.1 ~ I 1595 II 
614 (3.1 ) 

!consolidated Revenues I 1$ 75,112 II 1$ 71,283 II ls.4 I 1$ 71,283 II 
$ 67,468 5.7 

2005 Compared to 2004 

Consolidated revenues in 2005 were higher by $3,829 million, or 5.4% compared to 2004 revenues. This increase 
was primarily the result of significantly higher revenues at Domestic Wireless and higher International revenues, 
partially offset by lower revenues at Domestic Telecom and the sale of Hawaii operations in the second quarter of 
2005. 

I 

I 

I 

I 

I 

Domestic Wireless's revenues increased by $4,639 million, or 16.8% in 2005 compared to 2004 due to a 7.5 
million, or 17.2% increase in customers to 51.3 million as ofDecember 31, 2005 and higher equipment and other 
revenue, partially offset by a decrease in average revenue per customer per month. Increased equipment and other 
revenues was principally the result of an increase in wireless devices sold together with an increase in revenue per 
unit sold. Average revenue per customer per month decreased 1.5% to $49.49 in 2005 compared to 2004, primarily 
due to pricing changes in early 2005, partially offset by a 71.7% increase in data revenue per customer in 2005 
compared to 2004, driven by increased use of our messaging and other data services. Data revenues were $2,243 
million in 2005 compared to $1,116 million in 2004. Average minutes of use (MOUs) per customer increased to 
665, or 16.1% in 2005 compared to 2004. 

Domestic Telecom's revenues in 2005 were lower than 2004 by $405 million, or 1.1% primarily due to lower 
revenues from local services, partially offset by higher network access and long distance services revenues. The 
decline in local service revenues of $669 million, or 3. 7% in 2005 was mainly due to lower demand and usage of 
our basic local exchange and accompanying services, as reflected by declines in switched access lines in service of 
6.7% in 2005, driven by the effects of competition and technology substitution. Our network access revenues 
increased by $159 million, or 1.3% in 2005 principally due to increased DSL and carrier special access revenues, 
partially offset by the impact of decreasing switched MOUs and access lines and mandatory price reductions 
associated with federal and state price cap filings and other regulatory decisions. We added 1. 7 million new 
broadband connections, for a total of 5.1 million lines in service at December 31, 2005, an increase of 47.6% 
compared to 3.5 million lines in service at December 31, 2004. Switched MOUs declined by 7.1% in 2005 
compared to 2004 reflecting the impact of access line loss and technology substitution. Network access revenues 
also increased in 2005 as a result of a favorable adjustment associated with a recent regulatory decision. Long 
distance service revenues increased $206 million, or 5.0% in 2005 principally as a result of customer growth from 
our interLATA long distance services. In 2005, we added 1.0 million long distance lines, for a total of 18.4 million 
long distance lines nationwide, representing a 5.7% increase from December 31, 2004. The introduction of our 
Freedom service plans continues to stimulate growth in long distance services. As ofDecember 31, 2005, 
approximately 53% of our local wireline customers have chosen Verizon as their long distance carrier. 

Lower revenue of Hawaii operations sold of $393 million, or 66.1% in 2005 compared to 2004 was the result of the 
sale during the second quarter of 2005 of our wireline and directory operations in Hawaii. 

2004 Compared to 2003 

II I 

II I 

II I 

II I 

II I 

GTEOSI00004223 



Consolidated revenues in 2004 were higher by $3,815 million, or 5.7% compared to 2003 revenues. This increase 
was primarily the result of significantly higher revenues at Domestic Wireless, partially offset by lower revenues at 
Domestic Telecom. 

Domestic Wireless's revenues increased by $5,173 million, or 23.0% in 2004 compared to 2003 as a result of6.3 
million net customer additions and higher revenue per customer per month, including higher data revenue per 
customer. Average revenue per customer per month was $50.22, or 2.8% higher in 2004 compared to 2003, 
primarily due to a larger number of customers on higher access price plan offerings as well as an increase in data 
revenues per subscriber. Data revenues were $1,116 million in 2004 compared to $449 million in 2003. These 
increases were partially offset by decreased roaming revenue due to bundled pricing. 

Domestic Telecom's revenues in 2004 were lower than 2003 by $1,034 million, or 2.6% primarily due to lower 
local and network access services, partially offset by higher long distance revenues. The decline in local service 
revenues of $916 million, or 4.8% in 2004 was mainly due to lower demand and usage of our basic local exchange 
and accompanying services, as reflected by a decline in switched access lines in service of 4.6% in 2004. These 
revenue declines were mainly driven by the effects of competition, regulatory pricing rules for unbundled network 
elements (UNEs) and technology substitution. Network access revenues declined by $486 million, or 3.9% in 2004 
compared to 2003 principally due to decreasing MOUs and access lines, as well as mandatory price reductions 
associated with federal and state price cap filings and other regulatory decisions. Switched MOUs declined in 2004 
by 5.7% compared to 2003, reflecting the impact of access line loss and wireless substitution. Domestic Telecom's 
long distance service revenues increased $390 million, or 10.4% in 2004 compared to 2003, principally as a result 
of customer growth from our interLATA long distance services. In 2004, we added 2.3 million long distance lines, 
for a total of 17.7 million long distance lines nationwide, representing a 15.5% increase from December 31, 2003. 

!consolidated Operating Expenses 

dollars in millions) 

ears Ended December 31, 

2003 %Change 

lcost of services and sales 1$ 25,469 II 1$ 23,168 19.9 rJ 1 1$ I 
23,168 $ 21,701 6.8 % 

!selling, general and administrative expense ~1,312 II b,088 lu II b,088 I I 
24,894 (15.3 ) 

pepreciation and amortization expense I 114,047 II 113,910 I l1.o II 113,910 I I 
13,607 2.2 

lsales ofbusinesses, net I 1(530 ~ I 1- rm II 1- I I 
(141 ) (100.0 ) 

!consolidated Operating Expenses I 1$ 60,298 II 1$ 58,166 I 13.7 II 1$ 58,166 I I 
$ 60,061 (3.2 

nm- Not meaningful 

2005 Compared to 2004 

Cost of Services and Sales 

II I 

II I 

II I 

II I 

II I 
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Cost of services and sales increased by $2,301 million, or 9.9% in 2005 compared to 2004. This increase was 
principally due to increases in pension and other postretirement benefit costs, higher direct wireless network costs, 
increases in wireless equipment costs and higher costs associated with our wireline growth businesses. 

The overall impact of pension and other postretirement benefit plan assumption changes, combined with lower 
asset returns over the last several years, increased net pension and postretirement benefit expenses by $399 million 
in 2005 (primarily in cost of services and sales) compared to 2004. Higher direct wireless network charges resulted 
from increased MOUs in 2005 compared to 2004, partially offset by lower roaming, local interconnection and long 
distance rates. Cost of equipment sales was higher in 2005 due primarily to an increase in wireless devices sold 
together with an increase in cost per unit sold, driven by growth in customer additions and an increase in 
equipment upgrades in 2005. Higher costs associated with our wireline growth businesses, long distance and 
broadband connections, included a 2,400, or 1.7% increase in the number of Domestic Telecom employees as of 
December 31, 2005 compared to December 31, 2004. Costs in 2004 were impacted by lower interconnection 
expense charged by competitive local exchange carriers (CLECs) and settlements with carriers, including the MCI 
settlement recorded in 2004. 

Selling, General and Administrative Expense 

Selling, general and administrative expense was $224 million, or 1.1% higher in 2005 compared to 2004. This 
increase was driven by increases in salary, pension and benefits costs, including an increase in the customer care 
and sales channel work force and sales commissions, partially offset by gains on real estate sales in 2005 and lower 
bad debt costs. In addition, 2004 included the favorable resolution of a 2003 Telecomunicaciones de Puerto Rico, 
Inc. (TELPRI) charge. Special and non-recurring items in selling, general and administrative expenses in 2005 
were $315 million compared to special and non-recurring items in 2004 of $995 million. 

Special and non-recurring items in 2005 included a pretax impairment charge of $125 million pertaining to our 
leasing operations for airplanes leased to airlines experiencing financial difficulties, a net pretax charge of $98 
million related to the restructuring of the Verizon management retirement benefit plans and a pretax charge of $59 
million associated with employee severance costs and severance-related activities in connection with the voluntary 
separation program to surplus union-represented employees. Special and non-recurring items recorded in 2004 
included $815 million related to pension settlement losses incurred in connection with the voluntary separation of 
approximately 21,000 employees in the fourth quarter of 2003 who received lump-sum distributions during 2004. 
Special charges in 2004 also include an expense credit of $204 million resulting from the favorable resolution of 
pre-bankruptcy amounts due from MCI, partially offset by a charge of $113 million related to operating asset 
losses. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $137 million, or 1.0% in 2005 compared to 2004. This 
increase was primarily due to the increase in depreciable assets and software, partially offset by lower rates of 
depreciation on telephone plant. 

Sales of Businesses, Net 

During the second quarter of 2005, we sold our wireline and directory businesses in Hawaii and recorded a net 
pretax gain of $530 million. 

2004 Compared to 2003 

Cost of Services and Sales 

Cost of services and sales increased by $1,467 million, or 6.8% in 2004 compared to 2003. This increase was 
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principally due to increased pension and other postretirement benefit costs, primarily at Domestic Telecom, higher 
direct wireless network charges and customer handset costs at Domestic Wireless as a result of customer base 
growth and higher costs at Domestic Telecom associated with growth businesses, partially offset by lower 
workforce levels and other cost reductions at Domestic Telecom. 

The overall impact of pension and other postretirement benefit plan assumption changes, combined with lower 
asset returns over the last several years, increased net pension and postretirement benefit expenses by $1,166 
million in 2004 (primarily in cost of services and sales) compared to 2003. Costs increased in 2004 at Domestic 
Wireless primarily due to higher direct wireless network charges resulting from increased MOUs in 2004 
compared to 2003 and higher cost of equipment sales due to an increase in handsets sold, driven by growth in 
customer additions and an increase in equipment upgrades in 2004 compared to 2003. Higher customer premises 
equipment and other costs associated with our growth businesses at Domestic Telecom such as long distance and 
DSL also contributed to the increase in cost of services and sales. These expense increases were partially offset by 
the effect of workforce reductions. In 2004, Domestic Telecom benefited from an average of approximately 15,000 
fewer employees compared to 2003 levels. This reduction in employees was principally due to a voluntary 
separation plan, which was completed in November 2003. Costs in 2004 were also impacted by lower 
interconnection expense charged by CLECs and settlements with carriers, including the MCI settlement recorded 
in the second quarter of 2004. 

Selling, General and Administrative Expense 

Selling, general and administrative expense was $3,806 million, or 15.3% lower in 2004 compared to 2003. This 
decrease was driven by lower special charges in 2004 by $5,390 million and lower costs at Domestic Telecom 
associated with workforce reductions and by lower bad debt expense, partially offset by cost increases at Domestic 
Wireless and Domestic Telecom. Special charges related to severance, pension and benefits were $4,607 million 
lower in 2004 compared to 2003, driven primarily by fourth quarter 2003 charges incurred in connection with the 

voluntary separation of approximately 21,000 employees. Lease impairment and other special charges in 2003 
were $496 million, compared to other special credits, net of $91 million in 2004. 

Domestic Wireless's salary and benefits expense increased by $821 million, including a $447 million increase in 
costs incurred in 2004 related to that segment's long-term incentive program, and by an increase in the employee 
base, primarily in the customer care and sales channels. Also contributing to the increase at Domestic Wireless 
were higher sales commissions in our direct and indirect channels primarily related to an increase in customer 
additions and renewals during the year. Cost increases in 2004 at Domestic Telecom included higher net pension 
and benefit costs, as described in costs of services and sales above, additional other employee benefit costs and 
higher professional and general costs. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $303 million, or 2.2% in 2004 compared to 2003. This 
increase was primarily due to increased depreciation expense related to the increase in depreciable assets, partially 
offset by lower rates of depreciation on telephone plant. 

Sales of Businesses, Net 

In 2003, Information Services recorded a pretax gain of $141 million primarily related to the sale of its European 
directory publication operations in Austria, the Czech Republic, Gibraltar, Hungary, Poland and Slovakia. 

Pension and Other Postretirement Benefits 

For 2005 pension and other postretirement benefit costs, the discount rate assumption was lowered to 5.75% from 
6.25% in 2004 consistent with interest rate levels at the end of 2004. The expected rate of return on pension plan 
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assets remained 8.50% while the expected rate of return on postretirement benefit plan assets was lowered to 
7.75% from 8.50% in 2004. The medical cost trend rate was 10% for 2005. For 2004 pension and other 
postretirement benefit costs, the discount rate assumption was lowered to 6.25% from 6.75% in 2003, consistent 
with interest rate levels at the end of 2003. The expected rate of return on pension and postretirement benefit plan 
assets was maintained at 8.50%. The medical cost trend rate assumption was 10% in 2004. 

For 2006 pension and other postretirement benefit costs, we evaluated our key employee benefit plan assumptions 
in response to current conditions in the securities markets and medical and prescription drug cost trends. The 
discount rate assumption will be maintained at 5.75%, consistent with interest rate levels at the end of2005. The 
expected rate of return on pension plan assets will remain 8.50% while the expected rate of return on 
postretirement benefit plan assets will increase to 8.25% from 7.75% in 2005. The medical cost trend rate will be 
10% for 2006. 

Verizon's union contracts contain health care cost provisions that limit company payments toward health care 
costs to specific dollar amounts (known as caps). These caps pertain to both current and future retirees, and have a 
significant impact on the actuarial valuation of postretirement benefits. These caps have been included in union 
contracts for several years, but have exceeded the annual health care cost every year until 2003. During the 
negotiation of new collective bargaining agreements for union contracts covering 79,000 unionized employees in 
the second half of 2003, the date health care caps would become effective was extended and the dollar amounts of 
the caps were increased. In the fourth quarter of 2003, we began recording retiree health care costs as if there were 
no caps, in connection with the ratification of the union contracts. Since the caps are an assumption included in the 
actuarial determination ofVerizon's postretirement obligation, the effect of extending and increasing the caps 
increased the accumulated postretirement obligation in the fourth quarter of 2003 by $5,158 million, which 
increased the annual postretirement benefit expense by $667 million in 2004. 

During 2005, we recorded net pension and postretirement benefit expense of $1,376 million ($839 million after­
tax, or $.30 per diluted share), compared to net pension and postretirement benefit expense of $977 million ($596 
million after-tax, or $.21 per diluted share) in 2004 and net pension and postretirement benefit income of $(189) 
million ($ll5 million after-tax, or $.04 per diluted share) in 2003. 

lother Consolidated Results 

Equity in Earnings of Unconsolidated Businesses 

Equity in earnings of unconsolidated businesses decreased by $1,002 million in 2005 compared to 2004. The 
decrease is primarily due to a pretax gain of $787 million recorded on the sale of our 20.5% interest in TEL US 
Corporation (TEL US) in the fourth quarter of 2004 and the sale of another investment in 2004, lower equity 
income resulting from the sale of TEL US and estimated additional pension liabilities at Compafiia An6nima 
Nacional Teh~fonos de Venezuela (CANTY), partially offset by higher tax benefits and operational results at our 
Italian investment Vodafone Omnitel N.V. (Vodafone Omnitel). 

Equity in earnings of unconsolidated businesses increased by $413 million in 2004 compared to 2003. The increase 
was primarily due to a pretax gain of $787 million recorded on the sale of our 20.5% interest in TEL US in 2004. 
This increase was partially offset by tax benefits in 2003 from a reorganization at Vodafone Omnitel and a 
contribution tax reversal benefiting Vodafone Omnitel. In early 2003, Vodafone Group Plc (Vodafone) completed 
the reorganization of several of its investments in Vodafone Omnitel that resulted in the consolidation of several 
holding companies. As a result, the intangible assets held by these holding companies were transferred to 
Vodafone Omnitel and became tax-deductible for Italian tax purposes. It was determined that this intangible asset 
was deductible over a three-year period as a customer database. At the time that the reorganization was effective, 
Vodafone Omnitel began recording the tax benefit associated with the newly created intangible asset in its reported 
income and Verizon recorded its share of that tax benefit. Separately, in September 2003, the European Court of 
Justice ruled that an Italian contribution tax on the use of wireless frequencies, established by Italy in 1998, was 
contrary to European Union law and that the Italian government must refund amounts previously paid by Italian 

GTEOSI00004227 



wireless carriers. During the fourth quarter of 2003, Verizon 

recorded its share of the earnings impact of this favorable ruling. In 2003, we also recorded a pretax gain of $348 
million in connection with the sale of our interest in Eurotel Praha, spol. s r.o. (Eurotel Praha), a wireless joint 
venture in the Czech Republic. 

Income From Other Unconsolidated Businesses 

Income from other unconsolidated businesses increased by $17 million in 2005 compared to 2004 and decreased by 
$256 million in 2004 compared to 2003. The decrease in 2004 was primarily driven by a $176 million net gain 
recorded in 2003 as a result of a payment received in connection with the liquidation of Genuity Inc. (Genuity) and 
the sales of shares of investments, including Taiwan Cellular Corporation (TCC) and TelecomAsia Corporation 
Public Company Limited (TelecomAsia) in 2003. This decrease was partially offset by a pretax gain of $43 million 
recorded in connection with the sale of our investment in Iowa Telecom preferred stock and TCC share sales in 
2004. 

Other Income and (Expense), Net 

(dollars in millions) 

Rears Ended December 31, poos poo4 
2003 

~nterest income I 1$ 120 I 1$ 116 

$ 95 

foreign exchange gains (losses), net I Ito I 1(13 

) (11 ) 

pther, net I lto7 I 1(81 

) (47) 

[otal I 1$ 237 I 1$ 22 

$ 37 

In 2005, the changes in Other Income and (Expense), Net were primarily due to other, net income in the current 
year compared to other, net expenses in the prior year. Other, net in 2005 includes a pretax gain on the sale of a 
small international business, leased asset gains and investment gains. Other, net in 2005 and 2004 include 
expenses of $14 million and $55 million, respectively, related to the early retirement of debt. The changes in Other 
Income and (Expense), Net in 2004 were primarily due to higher other, net expenses, partially offset by higher 
interest income. Other, net in 2004 and 2003 includes expenses of $55 million and $61 million, respectively, 
related to the early retirement of debt. 

Interest Expense 

Ill 

Ill 

Ill 

Ill 

Ill 
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dollars in millions) 

Rears Ended December 31, ~005 poo4 
2003 

[Total interest expense 1$ 2,180 1$ 
2,384 $ 2,797 

!capitalized interest costs ~52 1177 
144 

[Total interest costs on debt balances 1$ 2,532 1$ 
2,561 $ 2,941 

fA verage debt outstanding 1$ 39,939 

42,555 $ 49,181 

~ffective interest rate ~.3% I I 
6.0% 

6.0% 

In 2005, the decrease in interest costs was primarily due to a reduction in average debt level of$2,616 million 
compared to 2004, partially offset by higher average interest rates. Higher capital expenditures contributed to 
higher capitalized interest costs. In 2004, the decrease in interest costs was primarily due to a reduction in average 
debt level of $6,626 million compared to 2003. Higher capital expenditures contributed to higher capitalized 
interest costs. 

Minority Interest 

dollars in millions) 

Rears Ended December 31, ~005 
2003 

Minority interest 1$ 3,045 

2,409 $ 1,583 

The increase in minority interest expense in 2005 was primarily due to higher earnings at Domestic Wireless, 
which has a significant minority interest attributable to Vodafone. The increase in minority interest expense in 
2004 was primarily due to higher earnings at Domestic Wireless and higher earnings at TELPRI. 

Provision for Income Taxes 

dollars in millions) 

Rears Ended December 31, ~005 

poo4 

1$ 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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frovision for income taxes 

2,851 

~ffective income tax rate 

2003 

1$ 3,210 

$ 1,213 

~0.3% 
28.2% 

26.0% 

I I 

The effective income tax rate is the provision for income taxes as a percentage of income from continuing 
operations before the provision for income taxes. Our effective income tax rate in 2005 was higher than 2004 due 
to taxes on overseas earnings repatriated during the year, lower foreign-related tax benefits and lower favorable 
deferred tax reconciliation adjustments. As a result of the capital gain realized in the second quarter of 2005 in 
connection with the sale of our Hawaii businesses, we recorded tax benefits of $336 million primarily related to 
prior year investment losses, which were largely offset by a net tax provision of $206 million related to the 
repatriation of foreign earnings under the provisions of the American Jobs Creation Act of 2004. The effective 
income tax rate in 2004 was favorably impacted by the reversal of a valuation allowance relating to investments, 
and tax benefits related to deferred tax balance adjustments and expense credits that are not taxable. 

Our effective income tax rate in 2004 was higher than 2003 due to lower foreign-related tax benefits, particularly 
associated with lower equity income from our investment in Vodafone Omnitel and higher state taxes. Vodafone 
Omnitel income is not taxable until received in the form of dividends. The effective income tax rate in 2004 was 
favorably impacted from the reversal of a valuation allowance relating to investments, and tax benefits related to 
deferred tax balance adjustments and expense credits that are not taxable. The effective income tax rate in 2003 
was favorably impacted by higher equity income from Vodafone Omnitel, a decrease in state taxes and a benefit 
related to a deferred tax balance adjustment. 

A reconciliation of the statutory federal income tax rate to the effective rate for each period is included in Note 16 
to the consolidated financial statements. 

Discontinued Operations 

Discontinued operations represent the results of operations of Verizon Information Services Canada Inc. for all 
years presented in the consolidated statements of income and Grupo Iusacell, S.A. de C.V. (Iusacell) prior to the 
sale oflusacell in July 2003. During 2004, we announced our decision to sell Verizon Information Services Canada 
Inc. and, in accordance with Statement of Financial Accounting Standards (SFAS) No. 144, "Accounting for the 
Impairment or Disposal of Long-Lived Assets," we have classified the results of operations ofVerizon Information 
Services Canada as discontinued operations. The sale closed in the fourth quarter of 2004 and resulted in a pretax 
gain of$1,017 million ($516 million after-tax, or $.18 per diluted share). In connection with the decision to sell 
our interest in Iusacell and a comparison of expected net sale proceeds to the net book value of our investment in 
Iusacell (including the foreign currency translation balance), we recorded a pretax loss of $957 million ($931 
million after-tax, or $.33 per diluted share) in the second quarter of2003. 

Cumulative Effect of Accounting Change 

Directory Accounting Change 

During 2003, we changed our method for recognizing revenues and expenses in our directory business from the 
publication-date method to the amortization method. The publication-date method recognizes revenues and direct 
expenses when directories are published. Under the amortization method, revenues and direct expenses, primarily 
printing and distribution costs, are recognized over the life of the directory, which is usually 12 months. This 
accounting change affected the timing of the recognition of revenues and expenses. As required by generally 
accepted accounting principles, the directory accounting change was recorded effective January 1, 2003. The 
cumulative effect of the accounting change was a one-time charge of $2,697 million ($1,647 million after-tax, or 

I I 

I I 
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$.58 per diluted share). 

Impact of SFAS No. 143 

We adopted the provisions of SFAS No. 143, "Accounting for Asset Retirement Obligations," on January 1, 2003. 
SF AS No. 143 requires that companies recognize the fair value of a liability for asset retirement obligations in the 
period in which the obligations are incurred and capitalize that amount as part of the book value of the long-lived 
asset. We determined that Verizon does not have a material legal obligation to remove long-lived assets as 
described by this statement. However, prior to the adoption of SFAS No. 143, we included estimated removal costs 
in our group depreciation models. Consequently, in connection with the initial adoption of SF AS No. 143 we 
reversed accrued costs of removal in excess of salvage from our accumulated depreciation accounts for these assets. 
The adjustment was recorded as a cumulative effect of an accounting change, resulting in the recognition of a gain 
of$3,499 million ($2,150 million after-tax, or $.76 per diluted share). 

lsegment Results of Operations 

We have four reportable segments, which we operate and manage as strategic business units and organize by 
products and services. Our segments are Domestic Telecom, Domestic Wireless, Information Services and 
International. You can find additional information about our segments in Note 17 to the consolidated financial 
statements. 

We measure and evaluate our reportable segments based on segment income. This segment income excludes 
unallocated corporate expenses and other adjustments arising during each period. The other adjustments include 
transactions that the chief operating decision makers exclude in assessing business unit performance due primarily 
to their non-recurring and/or non-operational nature. Although such transactions are excluded from business 
segment results, they are included in reported consolidated earnings. We previously highlighted the more 
significant of these transactions in the "Consolidated Results of Operations" section. Gains and losses that are not 
individually significant are included in all segment results, since these items are included in the chief operating 
decision makers' assessment of unit performance. These gains and losses are primarily contained in Information 
Services and International since they actively manage investment portfolios. 

~omestic Telecom 

Domestic Telecom provides local telephone services, including voice, DSL, data transport, enhanced and custom 
calling features, network access, directory assistance, private lines and public telephones in 28 states and 
Washington, D. C. As discussed earlier under "Consolidated Results of Operations," in the second quarter of 2005, 
we sold wireline properties in Hawaii representing approximately 700,000 access lines or 1% of the total Domestic 
Telecom switched access lines in service. For comparability purposes, the results of operations shown in the tables 
below exclude the Hawaii properties that have been sold. This segment also provides long distance services, 
customer premises equipment distribution, video services, data solutions and systems integration, billing and 
collections and inventory management services. 

Operating Revenues 

dollars in millions) 

~ears Ended December 31, ~005 
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2003 

~ocal services 1$ 17,600 1$ 
18,269 $ 19,185 

!Network access services 112,217 

12,058 

12,544 

~ong distance services I ~,347 
4,141 

3,751 

pther services 
I 

~,452 
3,553 

38,021 

Local Services 

Local service revenues are earned by our telephone operations from the provision of local exchange, local private 
line, wire maintenance, voice messaging and value-added services. Value-added services are a family of services 
that expand the utilization of the network, including products such as Caller ID, Call Waiting and Return Call. 
The provision of local exchange services not only includes retail revenues but also includes local wholesale 
revenues from UNEs, interconnection revenues from CLECs and wireless carriers, and some data transport 
revenues. 

The decline in local service revenues of$669 million, or 3.7% in 2005 and $916 million, or 4.8% in 2004 was 
mainly due to lower demand and usage of our basic local exchange and accompanying services, as reflected by 
declines in switched access lines in service of6.7% in 2005 and 4.6% in 2004. These revenue declines were mainly 
driven by the effects of competition and technology substitution. Technology substitution affected local service 
revenue growth in both years, as declining demand for residential access lines resulted in 8.4% fewer lines at 
December 31, 2005 compared to December 31, 2004 and a reduction in lines of 5.4% during 2004, as more 
customers substituted wireless, broadband and cable services for traditionallandline services. At the same time, 
basic business access lines declined by 3.5% in 2005 and 3.1% in 2004, primarily reflecting competition and a 
shift to high-speed, high-volume special access lines. 

In the first quarter of 2005, the FCC adopted significant new unbundling rules which eliminated the requirement 
to unbundle mass market local switching for new orders on a nationwide basis, and provided for a one year 
transition period for existing UNE switching arrangements. See "Other Factors That May Affect Future Results -
Regulatory and Competitive Trends - FCC Regulation" for additional information on FCC rulemakings concerning 
UNEs. Due to a decision by two major competitors to deemphasize their local market initiatives, wholesale voice 
connections (commercial local wholesale arrangements, UNE platform and resale lines) declined 1.1 million in 
2005, to 5.5 million as ofDecember 31, 2005, which reflected a 16.1% decrease compared to December 31, 2004. 
In 2004, prior to the adoption of these new rules, wholesale voice connections increased 0.8 million to 6.6 million 
as ofDecember 31, 2004. 

We continue to seek opportunities to retain and win-back customers. Our Freedom service plans offer local services 
with various combinations of long distance, wireless and Internet access services in a discounted bundle available 
on one customer bill. Since 2003, we have introduced our Freedom service plans in nearly all of our key markets. 
As ofDecember 31, 2005, approximately 65% ofVerizon's residential customers have purchased local services in 
combination with either Verizon long distance or Verizon DSL, or both. For small businesses, we have also 
introduced Verizon Freedom for Business in eleven key markets, covering approximately 86% of business access 
lines. 
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Network Access Services 

Network access services revenues are earned from end-user customers and long distance and other competing 
carriers who use our local exchange facilities to provide usage services to their customers. Switched access 
revenues are derived from fixed and usage-based charges paid by carriers for access to our local network. Special 
access revenues originate from carriers and end-users that buy dedicated local exchange capacity to support their 
private networks. End-user access revenues are earned from our customers and from resellers who purchase dial­
tone services. Further, network access revenues include our DSL services. 

Our network access revenues increased by $159 million, or 1.3% in 2005, and decreased $486 million, or 3.9% in 
2004. These changes were principally due to increased DSL and carrier special access revenues, partially offset in 
2005, and more than offset in 2004, by the impact of decreasing switched MOUs and access lines and mandatory 
price reductions associated with federal and state price cap filings and other regulatory decisions. We added 1.7 
million new broadband connections, for a total of 5.1 million lines in service at December 31, 2005, an increase of 
47.6% compared to 3.5 million lines in service at December 31, 2004. Total revenues for high-capacity and data 
services were $8,489 million in 2005, an increase of 10.5% compared to 2004 revenues of $7,679 million, which 
increased 7.1% compared to 2003. Special access revenue growth reflects continuing demand in the business 
market for high-capacity, high speed digital services, partially offset by lessening demand for older, low-speed data 
products and services and ongoing price reductions. Switched access revenues decreased due to declines in 
switched MOUs of7.1% in 2005 compared to 2004 and 5.7% in 2004 compared to 2003, reflecting the impact of 
access line loss and technology substitution, partially offset in 2005 by a favorable adjustment associated with a 
recent regulatory decision. 

The FCC regulates the rates that we charge long distance carriers and end-user customers for interstate access 
services. See "Other Factors That May Affect Future Results - Regulatory and Competitive Trends - FCC 
Regulation" for additional information on FCC rulemakings concerning federal access rates, universal service and 
unbundling of network elements and broadband services. 

Long Distance Services 

Long distance service revenues include both intraLAT A toll services and interLAT A long distance voice and data 
services. 

Long distance service revenues increased $206 million, or 5.0% in 2005 and $390 million, or 10.4% in 2004, 
principally as a result of customer growth from our interLATA long distance services. In 2005, we added 1.0 
million long distance lines, for a total of 18.4 million long distance lines nationwide, representing a 5.7% increase 
from December 31, 2004. In 2004, we added 2.3 million long distance lines, representing an 

increase of 15.5% from December 31, 2003. The introduction of our Freedom service plans continues to stimulate 
growth in long distance services. As of December 31, 2005, approximately 53% of our local wireline customers 
have chosen Verizon as their long distance carrier. 

Other Services 

Our other services include such services as billing and collections for long distance carriers, public (coin) 
telephone and customer premises equipment and supply sales. Other services revenues also include services 
provided by our non-regulated subsidiaries such as data solutions and systems integration businesses, and other 
services. 

Revenues from other services declined by $101 million, or 2.8% in 2005, and by $22 million, or 0.6% in 2004. 
Revenues decreased due to the dissolution of non-strategic businesses, including the termination of a large 
commercial inventory management contract in 2005, and reduced business volumes related to billing and 
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collection services and public telephone services, partially offset by increases resulting from higher sales of voice 
and data customer premises equipment and other services. 

Operating Expenses 

~ears Ended December 31, 

lcost of services and sales 

14,830 

!selling, general and administrative expense 

pepreciation and amortization expense 

32,361 

Cost of Services and Sales 

dollars in millions) 

~005 
2003 

1$ 15,604 

$ 14,512 

~,419 
8,621 

8,363 

1 ~,so1 
8,910 

Cost of services and sales includes the following costs directly attributable to a service or product: salaries and 
wages, benefits, materials and supplies, contracted services, network access and transport costs, customer 
provisioning costs, computer systems support and cost of products sold. Aggregate customer care costs, which 
include billing and service provisioning, are allocated between cost of services and sales and selling, general and 
administrative expense. 

In 2005, our cost of services and sales increased by $774 million, or 5.2% compared to 2004. Costs in 2005 were 
impacted by increased pension and other postretirement benefit costs. As of December 31, 2004, Verizon evaluated 
key employee benefit plan assumptions in response to conditions in the securities markets. The expected rate of 
return on pension plan assets has been maintained at 8.50%. However, the discount rate assumption has been 
lowered from 6.25% in 2004 to 5.75% in 2005, consistent with interest rate levels at the end of 2004. Further, 
there was an increase in the retiree health care cost trend rates. The overall impact of these assumption changes, 
combined with the impact of lower than expected actual asset returns over the last several years, resulted in net 
pension and other postretirement benefit expense (primarily in cost of services and sales) of $1,248 million in 
2005, compared to net pension and postretirement benefit expense of $803 million in 2004. Also contributing to 
expense increases in cost of services and sales were higher costs associated with our growth businesses, including a 
2,400, or 1.7% increase in the number of employees as of December 31, 2005 compared to December 31, 2004. 
Further, the expense increase was impacted by favorable adjustments to our interconnection expense in 2004, as a 
result of our ongoing reviews of local interconnection expense charged by CLECs and settlements with carriers, 
including the MCI settlement recorded in 2004. 

In 2004, our cost of services and sales increased by $318 million, or 2.2% compared to 2003. Costs in 2004 were 
also impacted by increased pension and other postretirement benefit costs. As of December 31, 2003, Verizon 
evaluated key employee benefit plan assumptions in response to conditions in the securities markets and the result 
of extending and increasing limits (caps) on company payments toward retiree health care costs in connection with 
the union contracts ratified in 2003. The overall impact of these assumption changes, combined with the impact of 
lower than expected actual asset returns over the last several years, resulted in net pension and other postretirement 
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benefit expense (primarily in cost of services and sales) of $803 million in 2004, as compared to pension income, 
net of other postretirement benefit expense of $312 million in 2003. Higher customer premises equipment and 
other costs associated with our growth businesses and annual wage increases also contributed to the increase in 
cost of services and sales. Further, the comparison of 2004 to 2003 cost of services and sales was affected by the 
2003 reduction in operating expenses (primarily cost of services and sales) of approximately $130 million in 2003 
for insurance recoveries related to the terrorist attacks on September 11, 2001. 

These 2004 expense increases were partially offset by the effect of workforce reductions of an average of 
approximately 15,000 employees, principally due to a voluntary separation plan in November 2003. Costs in 2004 
were also impacted by lower interconnection expense as a result of our ongoing reviews of local interconnection 
expense charged by CLECs and settlements with carriers, including the MCI settlement. Expense comparisons 
were also impacted by 2003 contingency costs incurred in connection with labor negotiations and other costs 
recorded in 2003. 

See "Other Factors That May Affect Future Results - Regulatory and Competitive Trends - Interstate Access 
Charges and Intercarrier Compensation" for additional information on FCC rulemakings and other court decisions 
addressing intercarrier compensation for dial-up connections for Internet-bound traffic. 

Selling, General and Administrative Expense 

Selling, general and administrative expense includes salaries and wages and benefits not directly attributable to a 
service or product, bad debt charges, taxes other than income, advertising and sales commission costs, customer 
billing, call center and information technology costs, professional service fees and rent for administrative space. 

Selling, general and administrative expense in 2005 decreased by $202 million, or 2.3% compared to 2004. This 
decrease was attributable to gains on the sale of real estate in 2005, lower property and gross receipts taxes and 
reduced bad debt costs, partially offset by higher net pension and benefit costs, as described above, and a prior year 
gain on the sale of two small business units. 

In 2004, our selling, general and administrative expense increased by $258 million, or 3.1% compared to 2003. 
This increase includes higher net pension and benefit costs and higher professional and general costs, partially 
offset by the effect of workforce reductions and by lower bad debt expense, reduced property and gross receipts 
taxes, and a gain on the sale of two small business units. 

Depreciation and Amortization Expense 

The decreases in depreciation and amortization expense in 2005 of $109 million, or 1.2%, and $197 million, or 
2.2% in 2004, were mainly driven by lower rates of depreciation, partially offset by higher plant, property and 
equipment balances and software amortization costs. 

Segment Income 

~ears Ended December 31, 

!segment Income 

dollars in millions) 

~005 
2004 2003 

1$ 1,906 

$ 2,652 

$ 3,299 
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Segment income decreased by $746 million, or 28.1% in 2005 and $647 million, or 19.6% in 2004 primarily as a 
result of the after-tax impact of operating revenues and operating expenses described above. Special and non­
recurring items of ($168) million, $346 million and $1,063 million, after-tax, affected the Domestic Telecom 
segment but were excluded from segment income in 2005, 2004 and 2003, respectively. Special and non-recurring 
items in 2005 primarily included a gain on the sale of the Hawaii wireline operations, Hawaii results of operations, 
and a net gain on the sale of a New York City office building, partially offset by net expenses associated with 
changes to management retirement benefit plans, severance costs and Verizon Center relocation-related costs. 
Special and non-recurring items in 2004 primarily included pension settlement losses, operating asset losses, and 
costs associated with the early retirement of debt, partially offset by an expense credit resulting from the favorable 
resolution of pre-bankruptcy amounts due from MCI as well as a gain on the sale of an investment. Special and 
non-recurring items in 2003 primarily include the costs associated with severance activity, including retirement 
enhancement costs, and pension settlements, partially offset by the favorable impact of adopting SFAS No. 143. 

~omestic Wireless 

Our Domestic Wireless segment provides wireless voice and data services and equipment sales across the United 
States. This segment primarily represents the operations of the Verizon Wireless joint venture with Vodafone. 
Verizon owns a 55% interest in the joint venture and Vodafone owns the remaining 45%. All financial results 
included in the tables below reflect the consolidated results ofVerizon Wireless. 

Operating Revenues 

dollars in millions) 

~ears Ended December 31, ~005 
2004 2003 

K\lireless sales and services 1$ 32,301 

27,662 $ 22,489 

Domestic Wireless's total revenues of $32,301 million were $4,639 million, or 16.8% higher in 2005 compared to 
2004. Service revenues of $28, 131 million were $3,731 million, or 15.3% higher than 2004. The service revenue 
growth was primarily due to increased customers, partially offset by a decrease in average revenue per customer 
per month. Equipment and other revenue increased by $908 million, or 27.8%, principally as a result of an 
increase in wireless devices sold together with an increase in revenue per unit sold. 

Our Domestic Wireless segment ended 2005 with 51.3 million customers, an increase of7.5 million net new 
customers, or 17.2% compared to December 31, 2004. Retail net additions accounted for 7.2 million, or 95.8% of 
the total net additions. The overall composition of our Domestic Wireless customer base as of December 31, 2005 
was 92.4% retail postpaid, 3.1% retail prepaid and 4.5% resellers. The average monthly churn rate, the rate at 
which customers disconnect service, decreased to 1.3% in 2005 compared to 1.5% in 2004. Retail postpaid churn 
decreased to 1.1% in 2005 compared to 1.3% in 2004. 

Average revenue per customer per month decreased 1.5% to $49.49 in 2005 compared to 2004, primarily due to 
pricing changes to our America's Choice and Family Share plans earlier in the year. Partially offsetting the impact 
of these pricing changes was a 71.7% increase in data revenue per customer in 2005 compared to 2004, driven by 
increased use of our messaging and other data services. Data revenues were $2,243 million and accounted for 8.0% 
of service revenue in 2005, compared to $1,116 million and 4.6% of service revenue in 2004. Average MOUs per 
customer increased to 665, or 16.1% in 2005 compared to 2004. 
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Domestic Wireless's total revenues of$27,662 million were $5,173 million, or 23.0% higher in 2004 compared to 
2003. Service revenues of $24,400 million were $4,064 million, or 20.0% higher than 2003. This revenue growth 
was largely attributable to customer additions and higher revenue per customer per month, including higher data 
revenue per customer. At December 31, 2004, customers totaled 43.8 million, an increase of 16.8% compared to 
December 31, 2003. Retail net additions accounted for 5.8 million, or 92.5% of the total net additions. Total churn 
decreased to 1.5% in 2004 compared to 1.8% in 2003. Average revenue per customer per month increased by 2.8% 
to $50.22 in 2004 compared to 2003, primarily due to a larger number of customers on higher access price plan 
offerings as well as an increase in data revenues per subscriber. Data revenues were $1,116 million in 2004 
compared to $449 million in 2003. These increases were partially offset by decreased roaming revenue due to 
bundled pricing. Average MOUs per customer increased to 573, or 16.5% in 2004 compared to 2003. 

Operating Expenses 

ears Ended December 31, 005 

2003 

lcost of services and sales 1$ 9,393 1$ 
7,747 $ 6,460 

!selling, general and administrative expense lto,768 19,591 

8,057 

pepreciation and amortization expense ~,760 ~,486 
3,888 

$ 24,921 $ 

21,824 $ 18,405 

Cost of Services and Sales 

Cost of services and sales, which are costs to operate the wireless network as well as the cost of roaming, long 
distance and equipment sales, increased by $1,646 million, or 21.2% in 2005 compared to 2004. Cost of services 
increased primarily due to higher direct wireless network charges resulting from increased MOUs in 2005 
compared to 2004, partially offset by lower roaming, local interconnection and long distance rates. Cost of 
equipment sales was higher by 23.0% in 2005, due primarily to an increase in wireless devices sold together with 
an increase in cost per unit sold, driven by growth in customer additions and an increase in equipment upgrades in 
2005 compared to 2004. 

Cost of services and sales increased by $1,287 million, or 19.9% in 2004 compared to 2003. This increase was due 
primarily to increased network costs resulting from increased MOUs and an increase in cost of equipment sales 
driven by growth in new customer additions and increased equipment upgrades. These cost increases were partially 
offset by lower roaming, local interconnection and long distance rates. 

Selling, General and Administrative Expense 

Selling, general and administrative expense increased by $1,177 million, or 12.3% in 2005 compared to 2004. This 
increase was primarily due to an increase in salary and benefits expense of $382 million, which included a $70 
million increase in costs incurred in 2005 related to our long-term incentive program, and by an increase in the 
employee base, primarily in the customer care and sales channels. Also contributing to the increase were higher 
sales commissions in our direct and indirect channels of $215 million, primarily related to an increase in customer 
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additions and renewals during the year. Costs associated with regulatory fees, primarily the universal service fund, 
increased by $179 million in 2005 compared to 2004. 

Selling, general and administrative expense increased by $1,534 million, or 19.0% in 2004 compared to 2003. This 
increase was due primarily to higher salary and benefits expense and increased sales commissions related to the 
growth in customer additions and higher costs associated with our long-term incentive program. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $274 million, or 6.1% in 2005 compared to 2004 and 
increased by $598 million, or 15.4% in 2004 compared to 2003. These increases were primarily due to increased 
depreciation expense related to the increases in depreciable assets. 

Segment Income 

dollars in 

millions) 

~ears Ended December 31, ~005 
2004 

2003 

!segment Income 1$ 2,219 

$ 1,645 

$ 1,083 

I 

I 

Segment income increased by $574 million, or 34.9% in 2005 compared to 2004 and increased by $562 million, or 
51.9% in 2004 compared to 2003, primarily as a result of the after-tax impact of operating revenues and operating 
expenses described above, partially offset by higher minority interest. There were no special items affecting this 
segment in 2005, 2004 or 2003. 

Increases in minority interest in 2005 and 2004 were principally due to the increased income of the wireless joint 
venture and the significant minority interest attributable to Vodafone. 

~nformation Services 

Information Services' multi-platform business comprises yellow pages directories, SuperPages.com, our online 
directory and search services, and SuperPages On the Go, our directory and information services on wireless 
telephones. This segment's operations are principally in the United States. 

We sold our directory operations in Hawaii in connection with the sale ofVerizon's wireline properties in Hawaii 
discussed earlier under "Consolidated Results of Operations." For comparability purposes, the results of operations 
shown in the tables below exclude the Hawaii operations that have been sold. In 2004, Verizon sold Verizon 
Information Services Canada, our directory operations in Canada, to an affiliate of Bain Capital, a private 
investment firm, for $1.6 billion. The sale resulted in an after-tax gain of $516 million. This gain and current and 
prior years' results of operations for this business unit are classified as discontinued operations in accordance with 
SF AS No. 144, and are excluded from Information Services segment results. 

Operating Revenues 

I I I 

I I I 
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Rears Ended December 31, 

pperating Revenues 

dollars in millions) 

~005 
2004 

2003 

I 1$ 3,452 

$ 3,549 

$ 3,763 

Operating revenues in 2005 decreased $97 million, or 2.7% compared to 2004, primarily due to reduced domestic 
print advertising revenue, partially offset by SuperPages.com revenue growth. Verizon's domestic Internet 
directory service, SuperPages.com, achieved growth of 18% in gross revenues compared with 2004. 

Operating revenues in 2004 decreased $214 million, or 5.7% compared to 2003, primarily due to reduced domestic 
print advertising revenue and elimination of revenue from the 2003 sale of European operations. SuperPages.com 
reported a 22% increase in revenue over 2003. 

Operating Expenses 

dollars in millions) 

Rears Ended December 31, ~005 poo4 

2003 

lcost of services and sales 1$ 593 1$ 
542 $ 554 

!selling, general and administrative expense lt,107 11,319 

1,387 

pepreciation and amortization expense r2 187 
79 

lsales ofbusinesses, net I t 1-

1,948 

Cost of Services and Sales 

Cost of services and sales in 2005 increased $51 million, or 9.4% compared to 2004 and decreased by $12 million, 
or 2.2% in 2004 compared to 2003. The 2005 increase was primarily due to increased printing and distribution 
costs and higher costs associated with SuperPages.com. The decrease in 2004 was primarily due to reduced 
expenses related to the July 2003 sale of European operations. 

Selling, General and Administrative Expense 
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Selling, general and administrative expenses decreased $212 million, or 16.1% in 2005 compared to 2004. This 
decrease was due primarily to cost reductions, as well as reduced bad debt and legal expenses. Selling, general and 
administrative expenses decreased $68 million, or 4. 9% in 2004 compared to 2003. Lower bad debt expenses and 
reduced expenses related to the July 2003 sale of European operations were partially offset by higher domestic 
pension and benefit costs. 

Depreciation and Amortization Expense 

Depreciation and amortization expense in 2005 increased by $5 million, or 5.7% compared to 2004 and by $8 
million, or 10.1% in 2004 compared to 2003, primarily due to increased software amortization expense. 

Sales of Businesses, Net 

In 2003, we recorded a net pretax gain of $141 million primarily related to the sale of our European directory 
publication operations in Austria, the Czech Republic, Gibraltar, Hungary, Poland and Slovakia. 

Segment Income 

dollars in millions) 

~ears Ended December 31, 

!segment Income 

~005 
2004 

2003 

$ 968 

$ 1,128 

Segment income in 2005 increased by $76 million, or 7.9% compared to 2004 and decreased by $160 million, or 
14.2% in 2004 compared to 2003. The increase in 2005 and decrease in 2004 were primarily the result of the after­
tax impact of the operating revenues and expenses described above and lower interest expense in 2005 compared to 
2004. 

Special and non-recurring items of $(10) million, $(596) million, $1,660 million, after-tax, affected the 
Information Services segment but were excluded from segment income in 2005, 2004 and 2003, respectively. The 
special and non-recurring items in all years include the results of operations of the Hawaii directory operations. 
The special and non-recurring items in 2004 and 2003 include the results of operations of Verizon Information 
Services Canada. The special and non-recurring items in 2004 also included the gain on the sale ofVerizon 
Information Services Canada, partially offset by pension settlement losses for employees who received lump-sum 
distributions under a prior year voluntary separation plan. Special and non-recurring items in 2003 also included a 
loss recorded in connection with the cumulative effect of the directory accounting change from the publication-date 
method of recognizing revenue and expenses to the amortization method, effective January 1, 2003, and severance 
charges related to a voluntary separation plan. 

~nternational 
Our International segment includes international wireline and wireless telecommunication operations in the 
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Americas and Europe. Our consolidated international investments as of December 31, 2005 included Verizon 
Dominicana, C. por A. (Verizon Dominicana) in the Dominican Republic and TELPRl in Puerto Rico. Either the 
cost or the equity method is applied to those investments in which we have less than a controlling interest. 

On June 13, 2003, we announced our decision to sell our 39.4% consolidated interest in Iusacell and reclassified 
our investment and the results of operations of Iusacell as discontinued operations. We sold our shares in Iusacell 
on July 29, 2003. The results of operations for this business unit in 2003 are classified as discontinued operations 
in accordance with SF AS No. 144, and are excluded from International segment results. 

Operating Revenues 

~ears Ended December 31, 

pperating Revenues 

dollars in millions) 

~005 
2004 

2003 

I 1$ 2,193 

$ 2,014 

$ 1,949 

Revenues generated by our international businesses increased by $179 million, or 8.9% in 2005 compared to 2004 
and increased by $65 million, or 3.3% in 2004 compared to 2003. The increase in 2005 was primarily due to 
favorable foreign exchange rates in the Dominican Republic as well as favorable wireless growth at both TELPRl 
and Verizon Dominicana, partially offset by a favorable adjustment to carrier access revenues at TELPRl in 2004. 
The increase in 2004 was primarily due to operational growth at Verizon Dominicana and a 2003 adjustment to 
carrier access revenues at TELPRl, partially offset by declining foreign exchange rates in the Dominican Republic. 

Operating Expenses 

~ears Ended December 31, 

lcost of services and sales 

626 

!selling, general and administrative expense 

pepreciation and amortization expense 

dollars in millions) 

~005 
2004 

2003 

$ 574 

I ~7s 
471 

691 

I ~4o 
324 

GTEOSI00004241 



1,421 $ 1,611 

Cost of Services and Sales 

Cost of services and sales increased in 2005 by $81 million, or 12.9% compared to 2004 and by $52 million, or 
9.1% in 2004 compared to 2003. The increase in 2005 was due primarily to higher variable costs at Verizon 
Dominicana and at TELPRI as well as the appreciation of the Dominican Republic peso. The increase in 2004 
reflected higher variable costs at Verizon Dominicana, partially offset by the decline of the Dominican Republic's 
foreign exchange rates. 

Selling, General and Administrative Expense 

Selling, general and administrative expenses increased in 2005 by $204 million, or 43.3% compared to 2004 and 
decreased by $220 million, or 31.8% in 2004 compared to 2003. The increase in 2005 reflects the favorable 
resolution in 2004 of a 2003 TELPRI charge recorded as a result of an adverse Puerto Rico Circuit Court of 
Appeals ruling on intra-island long distance access rates, the appreciation of the Dominican Republic peso and 
higher employee-related costs and commission expenses. The decrease in 2004 was primarily due to a TELPRI 
charge recorded in 2003 as a result of the Puerto Rico Circuit Court of Appeals ruling as well as the favorable 
resolution to the charge in 2004, an asset write-off in 2003, and declining foreign exchange rates in the Dominican 
Republic. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased in 2005 by $16 million, or 4.9% compared to 2004 and decreased 
$22 million, or 6.4% in 2004 compared to 2003. The increase in 2005 primarily reflects the appreciation of the 
Dominican Republic peso. The decrease in 2004 was due primarily to declining foreign exchange rates in the 
Dominican Republic and the adoption of SFAS No. 143 in 2003, offset in part by increased depreciation related to 
ongoing network capital expenditures in 2004. 

Segment Income 

~ears Ended December 31, 

!segment Income 

dollars in millions) 

~005 
2004 

2003 

I 1$ 1,2s1 
$ 1,225 

$ 1,392 

Segment income increased in 2005 by $26 million, or 2.1% compared to 2004 and decreased by $167 million, or 
12.0% in 2004 compared to 2003. The increase in 2005 reflects an increase in interest income, foreign exchange 
gains and lower income taxes, largely offset by lower equity in earnings of unconsolidated businesses and 
Verizon's share (after minority interest) of the after-tax impact of the operating revenues and operating expenses 
previously described. The decrease in 2004 was primarily the result of the decrease in equity in earnings of 
unconsolidated businesses and income from other unconsolidated businesses, partially offset by Verizon's share 
(after minority interest) of the after-tax impact of the operating revenues and operating expenses previously 
described. 
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Equity in earnings of unconsolidated businesses decreased in 2005 by $224 million, or 21.7% compared to 2004 
and decreased by $60 million, or 5.5% in 2004 compared to 2003. The decrease in 2005 primarily resulted from 
lower equity income due to the sale of our TEL US interest in 2004, estimated additional pension liabilities at 
CANTY and the gain on the sale of an equity investment in 2004, partially offset by higher tax benefits and 
operational results at Vodafone Omnitel. The decrease in 2004 was driven primarily from Italian tax benefits in 
2003 arising from a reorganization and the 2003 contribution tax reversal that resulted from a favorable European 
Court of Justice ruling at Vodafone Omnitel, partially offset by favorable foreign currency impacts from the euro 
on that investment and continued operational growth, as well as a gain on the sale of an equity investment in 2004. 
Income from other unconsolidated businesses decreased by $138 million, or 81.7% in 2004 compared to 2003. This 
decrease reflects lower gains realized from the sale of investments compared to 2003. 

Special and non-recurring items of $(112) million, $(797) million and $791 million, after-tax, affected the 
International segment but were excluded from segment income in 2005, 2004 and 2003, respectively. The special 
and non-recurring items in 2005 primarily related to tax benefits realized in connection with prior years' 
investment losses, partially offset by a net tax provision from the repatriation of foreign 

earnings. The special and non-recurring items in 2004 were related to the gain on sale of our investment in 
TEL US and tax benefits realized in connection with prior years' sales of investments, partially offset by pension 
settlement losses for employees that received lump-sum distributions under a voluntary separation plan. The 
special and non-recurring items in 2003 include the impairment of our investment in Iusacell, partially offset by a 
gain on the sale of Eurotel Praha. 

Special Items 

!Discontinued Operations 

During 2004, we announced our decision to sell Verizon Information Services Canada to an affiliate ofBain 
Capital, a global private investment firm, for $1,540 million (Cdn. $1,985 million). The sale closed during the 
fourth quarter of2004 and resulted in a gain of$1,017 million ($516 million after-tax, or $.18 per diluted share). 
In accordance with SF AS No. 144, we have classified the results of operations of Verizon Information Services 
Canada as discontinued operations in the consolidated statements of income in all years. 

During 2003, we announced our decision to sell our 39.4% consolidated interest in Iusacell into a tender offer 
launched by Movil Access, a Mexican company. Verizon tendered its shares shortly after the tender offer 
commenced, and the tender offer closed on July 29, 2003. In accordance with SF AS No. 144, we have classified 
the results of operations of Iusacell as discontinued operations in the consolidated statements of income in all years 
until the sale. In connection with a comparison of expected net sale proceeds to net book value of our investment in 
Iusacell (including the foreign currency translation balance), we recorded a pretax loss of $957 million ($931 
million after-tax, or $.33 per diluted share). 

Sales of Businesses and Investments, Net 

Sales of Businesses, Net 

During 2005, we sold our wireline and directory businesses in Hawaii, including Verizon Hawaii Inc. which 
operated approximately 700,000 switched access lines, as well as the services and assets ofVerizon Long Distance, 
Verizon Online, Verizon Information Services and Verizon Select Services Inc. in Hawaii, to an affiliate of The 
Carlyle Group for $1,326 million in cash proceeds. In connection with this sale, we recorded a net pretax gain of 
$530 million ($336 million after-tax, or $.12 per diluted share). 

Sales of Investments, Net 
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During 2004, we recorded a pretax gain of $787 million ($565 million after-tax, or $.20 per diluted share) on the 
sale of our 20.5% interest in TELUS in an underwritten public offering in the U.S. and Canada. In connection with 
this sale transaction, Verizon recorded a contribution of $100 million to Verizon Foundation to fund its charitable 
activities and increase its self-sufficiency. Consequently, we recorded a net gain of $500 million after taxes, or $.18 
per diluted share related to this transaction and the accrual of the Verizon Foundation contribution. 

Also during 2004, we sold all of our investment in Iowa Telecom preferred stock, which resulted in a pretax gain 
of $43 million ($43 million after-tax, or $.02 per diluted share). This preferred stock was received in 2000 in 
connection with the sale of access lines in Iowa. 

During 2003, we recorded a pretax gain of $348 million on the sale of our interest in Eurotel Praha. Also during 
2003, we recorded a net pretax gain of $176 million as a result of a payment received in connection with the 
liquidation ofGenuity. In connection with these sales transactions, Verizon recorded contributions of$150 million 
for each of the transactions to Verizon Foundation to fund its charitable activities and increase its self-sufficiency. 
Consequently, we recorded a net gain of $44 million after taxes, or $.02 per diluted share related to these 
transactions and the accrual of the Verizon Foundation contributions. 

ITax Matters 

During 2005, we recorded a tax benefit of $336 million ($.12 per diluted share) in connection with capital gains 
and prior year investment losses. As a result of the capital gain realized in 2005 in connection with the sale of our 
Hawaii businesses, we recorded a tax benefit of $242 million ($.09 per diluted share) related to prior year 
investment losses. The investment losses pertain to Iusacell, CTI Holdings, S.A. (CTI) and TelecomAsia. 

Also during 2005, we recorded a net tax provision of $206 million ($.07 per diluted share) related to the 
repatriation of foreign earnings under the provisions of the American Jobs Creation Act of 2004, which provides 
for a favorable federal income tax rate in connection with the repatriation of foreign earnings, provided the criteria 
described in the law is met. Two ofVerizon's foreign investments repatriated earnings resulting in income taxes of 
$332 million, partially offset by a tax benefit of $126 million. 

As a result of the capital gain realized in 2004 in connection with the sale ofVerizon Information Services 
Canada, we recorded tax benefits of $234 million ($.08 per diluted share) in the fourth quarter of 2004 pertaining 
to prior year investment impairments. The investment impairments primarily related to debt and equity 
investments in CTI, Cable & Wireless plc and NTL Incorporated. 

~acility and Employee-Related Items 

During 2005, we recorded a net pretax gain of $18 million ($8 million after-tax, or less than $.01 per diluted 
share) in connection with our planned relocation of several functions to Verizon Center, including a pretax gain of 
$120 million ($72 million after-tax, or $.03 per diluted share) related to the sale of a New York City office 
building, partially offset by a pretax charge of $102 million ($64 million after-tax, or $.02 per diluted share) 
primarily associated with relocation-related employee severance costs and related activities. Additional relocation 
costs are anticipated in 2006. 

During 2005, we recorded a net pretax charge of $98 million ($59 million after-tax, or $.02 per diluted share) 
related to the restructuring of the Verizon management retirement benefit plans. This pretax charge was recorded 
in accordance with SFAS No. 88, "Employers' Accounting for Settlements and Curtailments of Defined Benefit 
Pension Plans and for Termination Benefits" and SF AS No. 106, "Employers' Accounting for Postretirement 
Benefits Other Than Pensions" and includes the unamortized cost of prior pension enhancements of $441 million 
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offset partially by a pretax curtailment gain of $343 million related to retiree medical benefits. In connection with 
this restructuring, management employees will no longer earn pension benefits or earn service towards the 
company retiree medical subsidy after June 30, 2006, after receiving an 18-month enhancement of the value of 
their pension and retiree medical subsidy, but will receive a higher savings plan matching contribution. 

In addition, during 2005 we recorded a charge of $59 million ($36 million after-tax, or $.01 per diluted share) 
associated with employee severance costs and severance-related activities in connection with the voluntary 
separation program for surplus union-represented employees. 

During 2004, we recorded pretax pension settlement losses of $815 million ($499 million after-tax, or $.18 per 
diluted share) related to employees that received lump-sum distributions during 2004 in connection with the 
voluntary separation plan under which more than 21,000 employees accepted the separation offer in the fourth 
quarter of 2003. These charges were recorded in accordance with SF AS No. 88, which requires that settlement 
losses be recorded once prescribed payment thresholds have been reached. 

Total pension, benefit and other costs related to severance activities were $5,524 million ($3,399 million after-tax, 
or $1.20 per diluted share) in 2003, primarily in connection with the voluntary separation of more than 25,000 
employees, as follows: 

I· I ~n connection with the voluntary separation of more than 21,000 employees during the fourth quarter of 2003, 
we recorded a pretax charge of $4,695 million ($2,882 million after-tax, or $1.02 per diluted share). This pretax 
charge included $2,716 million recorded in accordance with SFAS No. 88 and SFAS No. 106, for pension and 
postretirement benefit enhancements and a net curtailment gain for a significant reduction of the expected years of 
future service resulting from early retirements. In addition, we recorded a pretax charge of $76 million for pension 
settlement losses related to lump-sum settlements of some existing pension obligations. The fourth quarter pretax 
charge also included severance costs of$1,720 million and costs related to other severance-related activities of 

$183 million. 

I· w~ also recorded a special charge in 2oo3 of $235 million ($lso million after-tax, or $.os per diluted share) 
primarily associated with employee severance costs and severance-related activities in connection with the 
voluntary separation of approximately 4,000 employees. In addition, we recorded pretax pension settlement losses 
of $131 million ($81 million after-tax, or $.03 per diluted share) in 2003 related to employees that received lump­

sum distributions during the year in connection with previously announced employee separations. 

I· Fpl[ther, in 2003 we recorded a special charge of $463 million ($286 million after-tax, or $.10 per diluted share) 
in connection with enhanced pension benefits granted to employees retiring in the first half of 2003, estimated 
costs associated with the July 10, 2003 Verizon New York arbitration ruling and pension settlement losses related 
to lump-sum pay-outs in 2003. On July 10, 2003, an arbitrator ruled that Verizon New York's termination of 2,300 
employees in 2002 was not permitted under a union contract; similar cases were pending impacting an additional 
1,100 employees. Verizon offered to reinstate all3,400 impacted employees, and accordingly, recorded a charge in 
the second quarter of 2003 representing estimated payments to employees and other related company-paid costs. 

lother Special Items 

During 2005, we recorded pretax charges of $139 million ($133 million after-tax, or $.05 per diluted share) 
including a pretax impairment charge of $125 million ($125 million after-tax, or $.04 per diluted share) pertaining 
to our leasing operations for aircraft leases involved in recent airline bankruptcy proceedings and a pretax charge 
of $14 million ($8 million after-tax, or less than $.01 per diluted share) in connection with the early retirement of 
debt. 
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In 2004, we recorded an expense credit of $204 million ($123 million after-tax, or $.04 per diluted share) resulting 
from the favorable resolution of pre-bankruptcy amounts due from MCI. Previously reached settlement agreements 
became fully effective when MCI emerged from bankruptcy proceedings in the second quarter of 2004. 

Also during 2004, we recorded a charge of $113 million ($87 million after-tax, or $.03 per diluted share) related to 
operating asset losses pertaining to our international long distance and data network. In addition, we recorded 
pretax charges of $55 million ($34 million after-tax, or $.01 per diluted share) in connection with the early 
retirement of debt. 

During 2003, we recorded other special pretax charges of $557 million ($419 million after-tax, or $.15 per diluted 
share). These charges included $240 million ($156 million after-tax, or $.06 per diluted share) primarily in 
connection with environmental remediation efforts relating to several discontinued businesses, including a former 
facility that processed nuclear fuel rods in Hicksville, New York (see "Other Factors That May Affect Future 
Results - Recent Developments - Environmental Matters") and a pretax impairment charge of $184 million ($184 
million after-tax, or $.06 per diluted share) pertaining to our leasing operations for airplanes leased to airlines 
experiencing financial difficulties and for power generating facilities. These 2003 charges also include pretax 
charges of $61 million ($38 million after-tax, or $.01 per diluted share) related to the early retirement of debt and 
other pretax charges of $72 million ($41 million after-tax, or $.01 per diluted share). 

!consolidated Financial Condition 

dollars in millions) 

ears Ended December 31, 005 004 

2003 

leash Flows Provided By (Used In) I I II I 

pperating activities 1$ 22,012 II 1$ 
21,820 $ 22,467 

~nvesting activities ios,492 ~ I bo,343 

) (12,236 

) 

financing activities I 1(5,034 ~ I 1(9,856 

) (10,959 

) 

~ncrease (Decrease) In Cash and Cash Equivalents I 1$ (1,514 ~ I 1$ 
1,621 $ (728 

We use the net cash generated from our operations to fund network expansion and modernization, repay external 
financing, pay dividends and invest in new businesses. Additional external financing is utilized when necessary. 
While our current liabilities typically exceed current assets, our sources of funds, primarily from operations and, to 
the extent necessary, from readily available external financing arrangements, are sufficient to meet ongoing 
operating and investing requirements. We expect that capital spending requirements will continue to be financed 

II I 

II I 

II I 

II I 

II I 
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primarily through internally generated funds. Additional debt or equity financing may be needed to fund additional 
development activities or to maintain our capital structure to ensure our financial flexibility. 

Cash Flows Provided By Operating Activities 

Our primary source of funds continues to be cash generated from operations. In 2005, the increase in cash from 
operations compared to 2004 was primarily driven by the repatriation of $2.2 billion of foreign earnings from 
unconsolidated businesses and lower severance payments in 2005, largely offset by cash income tax payments, 
including taxes paid in 2005 related to the 2004 sales ofVerizon Information Services Canada and TELUS shares, 
and higher pension fund contributions. 

In 2004, the decrease in cash from operations compared to 2003 was primarily driven by an increase in working 
capital requirements. The increase in working capital requirements was driven by higher severance payments in 
2004 compared to higher severance accruals in 2003, primarily related to the fourth quarter 2003 voluntary 
separation plan. In addition, a higher tax refund was recorded in the 2003 period. 

Cash Flows Used In Investing Activities 

Capital expenditures continue to be our primary use of capital resources and facilitate the introduction of new 
products and services, enhance responsiveness to competitive challenges and increase the operating efficiency and 
productivity of our networks. Including capitalized software, we invested $8,267 million in our Domestic Telecom 
business in 2005, compared to $7,118 million and $6,820 million in 2004 and 2003, respectively. We also invested 
$6,484 million in our Domestic Wireless business in 2005, compared to $5,633 million and $4,590 million in 2004 
and 2003, respectively. The increase in capital spending of both Domestic Telecom and Domestic Wireless 
represents our continuing effort to invest in high growth areas including wireless, long distance, broadband and 
other wireline data initiatives. 

In 2006, capital expenditures including capitalized software are expected to be in the range of$15.4 billion to 
$15.7 billion, excluding capital expenditures associated with MCI. Including MCI, capital expenditures are 
expected to be $17.0 billion to $17.4 billion in 2006. 

We invested $4,684 million in acquisitions and investments in businesses during 2005, including $3,003 million to 
acquire NextWave Telecom Inc. (NextWave) personal communications services licenses, $641 million to acquire 
63 broadband wireless licenses in connection with FCC auction 58, $419 million to purchase Qwest Wireless, 
LLC's spectrum licenses and wireless network assets in several existing and new markets, $230 million to 
purchase spectrum from MetroPCS, Inc. and $297 million for other wireless properties and licenses. In 2004, we 
invested $1,196 million in acquisitions and investments in businesses, including $1,052 million for wireless 
licenses and businesses, including the NextWave licenses covering the New York metropolitan area, and $144 
million related to Verizon's limited partnership investments in entities that invest in affordable housing projects. 
In 2003, we invested $1,162 million in acquisitions and investments in businesses, including $762 million to 
acquire 50 wireless licenses and related network assets from Northcoast Communications LLC, $242 million 
related to Verizon's limited partnership investments in entities that invest in affordable housing projects and $157 
million for other wireless properties. 

In 2005, we received cash proceeds of $1,326 million in connection with the sale ofVerizon's wireline and 
directory operations in Hawaii. In 2004, we received cash proceeds of $1,720 million, including $1,603 million 
from the sale of Verizon Information Services Canada and $117 million from the sale of a small business unit. In 
2003, we received cash proceeds of $229 million, from the sale of our European directory publication operations in 
Austria, the Czech Republic, Gibraltar, Hungary, Poland and Slovakia. 

Our short -term investments include principally cash equivalents held in trust accounts for payment of employee 
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benefits. In 2005, 2004 and 2003, we invested $1,978 million, $1,827 million and $1,887 million, respectively, in 
short-term investments, primarily to pre-fund active employees' health and welfare benefits. Proceeds from the 
sales of all short-term investments, principally for the payment of these benefits, were $1,634 million, $1,727 
million and $1,767 million in the years 2005, 2004 and 2003, respectively. 

Other, net investing activities for 2005 includes a net investment of $913 million for the purchase of 43.4 million 
shares of MCI common stock from eight entities affiliated with Carlos Slim Helu, offset by cash proceeds of $713 
million from property sales, including a New York City office building, and $349 million of repatriated proceeds 
from the sales of European investments in prior years. Other, net investing activities for 2004 include net cash 
proceeds of $1,632 million received in connection with the sale of our 20.5% interest in TEL US and $650 million 
in connection with sales of our interests in various other investments, including a partnership venture with Crown 
Castle International Corp., EuroTel Bratislava, a.s. and Iowa Telecom preferred stock. Other, net investing 
activities for 2003 include net cash proceeds of $415 million in 

connection with sales of our interests in various investments, primarily TCC and Crown Castle International Corp. 
and $195 million in connection with the sale of our interest in Eurotel Praha, representing a portion of the total 
proceeds of $525 million. 

Under the terms of an investment agreement, Vodafone may require Verizon Wireless to purchase up to an 
aggregate of $20 billion worth of Vodafone' s interest in Verizon Wireless at designated times at its then fair 
market value. In the event Vodafone exercises its put rights, we have the right, exercisable at our sole discretion, to 
purchase up to $12.5 billion ofVodafone's interest instead ofVerizon Wireless for cash or Verizon stock at our 
option. Vodafone had the right to require the purchase of up to $10 billion during the 61-day period opening on 
June 10 and closing on August 9 in 2005, and did not exercise that right. As a result, Vodafone still has the right 
to require the purchase of up to $20 billion worth of its interest, not to exceed $10 billion in any one year, during a 
61-day period opening on June 10 and closing on August 9 in 2006 and 2007. Vodafone also may require that 
Verizon Wireless pay for up to $7.5 billion of the required repurchase through the assumption or incurrence of 
debt. 

Cash Flows Used In Financing Activities 

Cash of $303 million was used to reduce our total debt during 2005. We repaid $1,533 million of Domestic 
Wireless, $1,183 million of Domestic Telecom, $996 million ofVerizon Global Funding Corp., $113 million of 
other corporate and $93 million of International long-term debt. The Domestic Telecom debt repayment includes 
the early retirement of $350 million of long-term debt and $806 million of other long-term debt at maturity. This 
decrease was largely offset by the issuance by Verizon Global Funding oflong-term debt with a total principal 
amount of $1,500 million, resulting in total cash proceeds of $1,478 million, net of discounts and costs, and an 
increase in our short -term borrowings of $2,129 million. 

Cash of $5,467 million was used to reduce our total debt during 2004. We repaid $2,315 million and $2,769 
million of Domestic Telecom and corporate long-term debt, respectively. The Domestic Telecom debt repayment 
includes the early retirement of $1,275 million oflong-term debt and $950 million of other long-term debt at 
maturity. The corporate debt repayment includes $1,984 million of zero-coupon convertible notes redeemed by 
Verizon Global Funding and $723 million of other corporate long-term debt at maturity. Also, during 2004, we 
decreased our short-term borrowings by $783 million and Verizon Global Funding issued $500 million oflong­
term debt. 

Cash of $7,436 million was used to reduce our total debt during 2003. We repaid $5,646 million ofVerizon Global 
Funding, $2,190 million of Domestic Telecom, $1,582 million of Domestic Wireless and $1,239 million of other 
corporate long-term debt, and reduced our short-term borrowings by $1,330 million with cash from operations and 
the issuance of Verizon Global Funding, Domestic Telecom and Domestic Wireless long-term debt. Verizon 
Global Funding, Domestic Telecom and Domestic Wireless issued long-term debt with principal amounts of 
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$1,500 million, $1,653 million and $1,525 million, respectively, resulting in total cash proceeds of $4,591 million, 
net of discounts, costs and a payment related to a hedge on the interest rate for an anticipated financing. 

Our ratio of debt to debt combined with shareowners' equity was 49.6% at December 31, 2005 compared to 51.1% 
at December 31, 2004. 

As of December 31, 2005, we had $11 million in bank borrowings outstanding. We also had approximately $6.7 
billion of unused bank lines of credit (including a $6.0 billion three-year committed facility which expires in June 
2008, a $400 million one-year committed facility for TELPRI which expires in February 2006 and various other 
facilities totaling approximately $400 million). In addition, our financing subsidiary had shelf registrations for the 
issuance of up to $8.5 billion of unsecured debt securities. The debt securities of our telephone and financing 
subsidiaries continue to be accorded high ratings by primary rating agencies. In February 2005, both Standard & 
Poor's and Moody's Investors Service (Moody's) indicated that the proposed acquisition ofMCI (see "Other 
Factors That May Affect Future Results - Recent Developments - MCI Merger") may result in downgrades in 
Verizon's debt ratings. At that time, Moody's placed the short-term and long-term debt ofVerizon and its 
telephone subsidiaries on review for possible downgrade, while simultaneously changing the outlook on the A3-
rated Verizon Wireless debt to stable from positive. Standard & Poor's placed the A+ long-term debt rating of 
Verizon and affiliates (including Verizon Wireless) on credit watch with negative implications. Fitch Ratings also 
placed the A+ rating ofVerizon, along with the ratings of its affiliates, on ratings watch negative as a result of the 
proposed acquisition ofMCI. In December 2005, Moody's downgraded the long-term debt rating ofVerizon to A3 
from A2. At the same time, the short-term debt ratings ofVerizon Global Funding and Verizon Network Funding 
were changed to Prime-2 from Prime-1. Both outlooks were changed to stable. Moody's also placed the A3-rated 
long-term debt ofVerizon Wireless on review for possible upgrade. These actions resolved the reviews initiated in 
February 2005. In January 2006, Fitch Ratings affirmed the A+ long-term debt ratings ofVerizon and affiliates 
(including Verizon Wireless), removed them from rating watch negative, and assigned stable rating outlooks. The 
Fl short-term debt ratings ofVerizon Global Funding and Verizon Network Funding were also affirmed. These 
short-term ratings had not been on rating watch negative. Also in January 2006, Standard & Poor's lowered the 
long-term ratings ofVerizon and subsidiaries (including Verizon Wireless) to A from A+, removed them from 
credit watch, and assigned a negative outlook. Short-term ratings assigned by Standard & Poor's to Verizon Global 
Funding and Verizon Network Funding remain at A-1. 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

As in prior years, dividend payments were a significant use of capital resources. We determine the appropriateness 
of the level of our dividend payments on a periodic basis by considering such factors as long-term growth 
opportunities, internal cash requirements and the expectations of our shareowners. In 2005, Verizon increased its 
quarterly dividend by $.02 per share, or 5.2% to $.405 per share. In 2004 and 2003, we declared quarterly cash 
dividends of $.385 per share. 

Common stock has generally been issued to satisfy some of the funding requirements of employee benefit plans. On 
January 19, 2006, the Board of Directors authorized the repurchase of up to 100 million common shares 
terminating no later than the close ofbusiness on February 28, 2008. The Board of Directors also determined that 
no additional common shares may be purchased under the previous program. 

ncrease (Decrease) In Cash and Cash Equivalents 

Our cash and cash equivalents at December 31, 2005 totaled $776 million, a $1,514 million decrease compared to 
cash and cash equivalents at December 31, 2004 of $2,290 million. The decrease in cash and cash equivalents in 
2005 was primarily driven by increased capital expenditures and higher acquisitions and investments, partially 
offset by proceeds from the sale of businesses and lower repayments of borrowings. Our cash and cash equivalents 
at December 31, 2004 was $1,621 million higher compared to December 31, 2003. The increase was driven by 
higher proceeds from disposition of businesses and investments and lower debt repayment activity, partially offset 
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by higher capital expenditures. 

dditional Minimum Pension Liability and Employee Benefit Plan Contributions 

We evaluate each pension plan to determine whether an additional minimum pension liability is required or 
whether any adjustment is necessary as determined by the provisions of SFAS No. 87, "Employers' Accounting for 
Pensions." In 2005, we recorded a net benefit of $59 million, primarily in Employee Benefit Obligations and Other 
Assets. In 2004, we recorded an additional minimum pension liability of $587 million, primarily in Employee 
Benefit Obligations in the consolidated balance sheets, as a result of a lower discount rate at December 31, 2004. 
The changes in the assets and liabilities are recorded in Accumulated Other Comprehensive Loss, net of a tax 
benefit, in shareowners' investment in the consolidated balance sheets. 

We operate numerous qualified and nonqualified pension plans and other postretirement benefit plans. These plans 
primarily relate to our domestic business units and TELPRI. The majority ofVerizon's pension plans are 
adequately funded. We contributed $744 million, $325 million and $123 million in 2005, 2004 and 2003, 
respectively, to our qualified pension trusts. We also contributed $108 million, $118 million and $159 million to 
our nonqualified pension plans in 2005, 2004 and 2003, respectively. 

Federal legislation was enacted on April10, 2004 that provides temporary pension funding relief for the 2004 and 
2005 plan years. The legislation replaced the 30-year treasury rate with a higher corporate bond rate for 
determining the current liability. Based on the funded status of the plans at December 31, 2005, we anticipate 
qualified pension trust contributions of $100 million in 2006, primarily for the TELPRI plans. Our estimate of the 
amount and timing of required qualified pension trust contributions for 2007 is based on current regulations 
including continued pension funding relief and is approximately $1,200 million, including TELPRI plans. 
Nonqualified pension contributions are estimated to be approximately $145 million and $180 million for 2006 and 
2007, respectively. 

Contributions to our other postretirement benefit plans generally relate to payments for benefits primarily on an as­
incurred basis since the other postretirement benefit plans do not have similar funding requirements as the pension 
plans. Consequently, we contributed $1,085 million, $1,143 million and $1,014 million to our other postretirement 
benefit plans in 2005, 2004 and 2003, respectively. Contributions to our other postretirement benefit plans are 
estimated to be approximately $1,180 million in 2006 and $1,370 million in 2007, prior to anticipated receipts 
related to Medicare subsidies. 

leasing Arrangements 

We are the lessor in leveraged and direct financing lease agreements under which commercial aircraft and power 
generating facilities, which comprise the majority of the portfolio, along with industrial equipment, real estate 
property, telecommunications and other equipment are leased for remaining terms of less than 1 year to 50 years as 
ofDecember 31, 2005. Minimum lease payments receivable represent unpaid rentals, less principal and interest on 
third-party nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this 
debt, which holds a senior security interest in the leased equipment and rentals, the related principal and interest 
have been offset against the minimum lease payments receivable in accordance with generally accepted accounting 
principles. All recourse debt is reflected in our consolidated balance sheets. See "Special Items" for a discussion of 
lease impairment charges. 

Off Balance Sheet Arrangements and Contractual Obligations 

Contractual Obligations and Commercial Commitments 
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The following table provides a summary of our contractual obligations and commercial commitments at December 
31, 2005. Additional detail about these items is included in the notes to the consolidated financial statements. 

dollars in millions) 

I 
fayrnents Due By Period 

rontractual Obligations I ~otal I ~ess than 1 year I 11-3 years I ~-5 
years More than 5 years 

~ong-term debt (see Note 11) I 1$ 36,683 
I 1$ 4,909 

I 1$ 7,078 1$ 
4,439 $ 20,257 

lcapitallease obligations (see Note 10) 1112 117 136 118 
41 

[otallong-term debt 136,795 ~,926 p,114 
I I 

4,457 20,298 

~nterest on long-term debt (see Note 11) 
I 

~4,973 ~,219 13,587 I I 

3,116 16,051 

pperating leases (see Note 10) I ~,497 11,184 11,443 l82o 
1,050 

furchase obligations (see Note 22) ~69 ~86 1151 ~2 
10 

pther long-term liabilities (see Note 15) 13,850 11,280 ~,570 I 1-

[otal contractual obligations 1$ 70,784 1$ 10,095 1$ 14,865 1$ 
8,415 $ 37,409 

Guarantees 

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily 
provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

Subsequent to the sale ofVerizon Information Services Canada (see "Special Items- Discontinued Operations"), 
our Information Services segment continues to provide a guarantee to publish directories, which was issued when 
the directory business was purchased in 2001 and had a 30-year term (before extensions). The preexisting 
guarantee continues, without modification, following the sale ofVerizon Information Services Canada. The 
possible financial impact of the guarantee, which is not expected to be adverse, cannot be reasonably estimated 
since a variety of the potential outcomes available under the guarantee result in costs and revenues or benefits that 
may offset. In addition, performance under the guarantee is not likely. 

As of December 31, 2005, letters of credit totaling $140 million had been executed in the normal course of 
business, which support several financing arrangements and payment obligations to third parties. 

~arket Risk 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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We are exposed to various types of market risk in the normal course ofbusiness, including the impact of interest 
rate changes, foreign currency exchange rate fluctuations, changes in equity investment prices and changes in 
corporate tax rates. We employ risk management strategies using a variety of derivatives, including interest rate 
swap agreements, interest rate locks, foreign currency forwards and collars and equity options. We do not hold 
derivatives for trading purposes. 

It is our general policy to enter into interest rate, foreign currency and other derivative transactions only to the 
extent necessary to achieve our desired objectives in limiting our exposures to the various market risks. Our 
objectives include maintaining a mix of fixed and variable rate debt to lower borrowing costs within reasonable 
risk parameters and to protect against earnings and cash flow volatility resulting from changes in market 
conditions. We do not hedge our market risk exposure in a manner that would completely eliminate the effect of 
changes in interest rates, equity prices and foreign exchange rates on our earnings. We do not expect that our net 
income, liquidity and cash flows will be materially affected by these risk management strategies. 

~nterest Rate Risk 

The table that follows summarizes the fair values of our long-term debt and interest rate derivatives as of 
December 31, 2005 and 2004. The table also provides a sensitivity analysis of the estimated fair values of these 
financial instruments assuming 100-basis-point upward and downward parallel shifts in the yield curve. Our 
sensitivity analysis did not include the fair values of our commercial paper and bank loans because they are not 
significantly affected by changes in market interest rates. 

t December 31, 2005 air Value assuming + 100 basi 

point shift Fair Value assuming -100 basis point shift 

~ong-term debt and interest rate derivatives 1$ 3s,os2 1 1$ 36,123 

$ 40,202 

bt December 31, 2004 

~ong-term debt and interest rate derivatives 1$ 42,072 1$ 39,952 

$ 44,378 

~oreign Currency Translation 

The functional currency for our foreign operations is the local currency. At December 31, 2005, our primary 
translation exposure was to the Venezuelan bolivar, Dominican Republic peso and the euro. The translation of 
income statement and balance sheet amounts of our foreign operations into U.S. dollars are recorded as cumulative 
translation adjustments, which are included in Accumulated Other Comprehensive Loss in our consolidated 
balance sheets. We also periodically hold cash balances in foreign currencies. The translation of foreign currency 
cash balances is recorded in the consolidated statements of income in Other Income and (Expense), Net. During 
2005, the translation of these cash balances were not material. During 2005, we entered into zero cost euro collars 
to hedge a portion of our net investment in Vodafone Omnitel. In accordance with the provisions of SFAS No. 133, 
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"Accounting for Derivative Instruments and Hedging Activities" and related amendments and interpretations, 
changes in the fair value of these contracts due to exchange rate fluctuations are recognized in Accumulated Other 
Comprehensive Loss and offset the impact of foreign currency changes on the value of our net investment in the 
operation being hedged. As of December 31, 2005, our positions in the zero cost euro collars have been settled. We 
have not hedged our accounting translation exposure to foreign currency fluctuations relative to the carrying value 
of our other investments. 

During 2004, we entered into foreign currency forward contracts to hedge our net investment in our Canadian 
operations and investments. In accordance with the provisions of SFAS No. 133, changes in the fair value of these 
contracts due to exchange rate fluctuations were recognized in Accumulated Other Comprehensive Loss and offset 
the impact of foreign currency changes on the value of our net investment in the operations being hedged. During 
2004, we sold our Canadian operations and investments. Accordingly, the unrealized losses on these net 
investment hedge contracts were realized in net income along with the corresponding foreign currency translation 
balance. We recorded realized losses of $106 million ($58 million after-tax) related to these hedge contracts. 

Our earnings were affected by foreign currency gains or losses associated with the U.S. dollar denominated assets 
and liabilities at Verizon Dominicana. 

Through June 30, 2003, our earnings were affected by foreign currency gains or losses associated with the 
unhedged portion of U.S. dollar denominated debt at Iusacell (see "Consolidated Results of Operations- Other 
Consolidated Results - Discontinued Operations"). 

Significant Accounting Policies and Recent Accounting Pronouncements 

Significant Accounting Policies 

A summary of the significant accounting policies used in preparing our financial statements are as follows: 

I· I !special and non-recurring items generally represent revenues and gains as well as expenses and losses that are 
non-operational and/or non-recurring in nature. Several of these special and non-recurring items include 
impairment losses. These impairment losses were determined in accordance with our policy of comparing the fair 
value of the asset with its carrying value. The fair value is determined by quoted market prices or by estimates of 
future cash flows. There is inherent subjectivity involved in estimating future cash flows, which can have a 

significant impact on the amount of any impairment. 

I· \1efizon's plant, property and equipment balance represents a significant component of our consolidated assets. 
Depreciation expense on Verizon's telephone operations is principally based on the composite group remaining life 
method and straight-line composite rates, which provides for the recognition of the cost of the remaining net 
investment in telephone plant, less anticipated net salvage value, over the remaining asset lives. We depreciate 
other plant, property and equipment generally on a straight-line basis over the estimated useful life of the assets. 
Changes in the remaining useful lives of assets as a result of technological change or other changes in 
circumstances, including competitive factors in the markets where we operate, can have a significant impact on 

asset balances and depreciation expense. 

I· w~ maintain benefit plans for most of our employees, including pension and other postretirement benefit plans. 
In the aggregate, the fair value of pension plan assets exceeds benefit obligations, which contributes to pension 
plan income. Other postretirement benefit plans have larger benefit obligations than plan assets, resulting in 
expense. Significant benefit plan assumptions, including the discount rate used, the long-term rate of return on 
plan assets and heath care trend rates are periodically updated and impact the amount of benefit plan income, 
expense, assets and obligations (see "Consolidated Results of Operations - Consolidated Operating Expenses -
Pension and Other Postretirement Benefits"). A sensitivity analysis of the impact of changes in these assumptions 
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on the benefit obligations and expense (income) recorded as of December 31, 2005 and for the year then ended 
pertaining to Verizon's pension and postretirement benefit plans is provided in the tables below. Note that some of 
these sensitivities are not symmetrical as the calculations were based on all of the actuarial assumptions as of year­

end. 

rension Plans 

dollars in millions) 

obligation increase (decrease) at December 31, 2005 

December 31, 2005 

piscount rate 

~ong-term rate of return on plan assets 

~ostretirement Plans 

dollars in millions) 

obligation increase (decrease) at December 31, 2005 

the year ended December 31, 2005 

piscount rate 

~ong-term rate of return on plan assets 

kealth care trend rates 

I 

I 

II 

fercentage point chanJe I ~~nefit I 

Pension expense increase (decrease) for the year ended 

F 1.oo 1$ (4,093 

F 1.oo 1-

fercentage point chanJe 
I ~~nefit I 

Postretirement benefit expense increase (decrease) for 

F 1.oo 1$ (3,315 

F 1.oo 1-

F 1.oo 13,378 11474 I 

1- 1.00 1(2,745 D I (3521 

I· I pur accounting policy concerning the method of accounting applied to investments (consolidation, equity or 
cost) involves an evaluation of all significant terms of the investments that explicitly grant or suggest evidence of 
control or influence over the operations of the entity in which we have invested. Where control is determined, we 
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consolidate the investment. If we determine that we have significant influence over the operating and financial 
policies of an entity in which we have invested, we apply the equity method. We apply the cost method in 

situations where we determine that we do not have significant influence. 

I· quf current and deferred income taxes, and associated valuation allowances, are impacted by events and 
transactions arising in the normal course of business as well as in connection with special and non-recurring items. 
Assessment of the appropriate amount and classification of income taxes is dependent on several factors, including 
estimates of the timing and realization of deferred income tax assets and the timing of income tax payments. 
Actual collections and payments may materially differ from these estimates as a result of changes in tax laws as 

well as unanticipated future transactions impacting related income tax balances. 

I· Iqtingible assets are a significant component of our consolidated assets. Wireless licenses of $4 7,804 million 
represent the largest component of our intangible assets. Our wireless licenses are indefinite-lived intangible 
assets, and as required by SF AS No. 142, are not amortized but are periodically evaluated for impairment. Any 
impairment loss would be determined by comparing the fair value of the wireless licenses with their carrying value. 
For 2004 and 2003, we used a residual method, which determined fair value by estimating future cash flows of the 
wireless business. Beginning in 2005, we began using a direct value approach in accordance with a September 29, 
2004 Staff Announcement from the staff of the Securities and Exchange Commission (SEC), "Use of the Residual 
Method to Value Acquired Assets Other Than Goodwill." The direct value approach also determines fair value by 
estimating future cash flows. There is inherent subjectivity involved in estimating future cash flows, which can 
have a material impact on the amount of any impairment. 

kecent Accounting Pronouncements 

Stock-Based Compensation 

In December 2004, the FASB issued SFAS No. 123(R), "Share-Based Payment," which revises SFAS No. 123. 
SF AS No. 123(R) requires all share-based payments to employees, including grants of employee stock options, to 
be recognized as compensation expense based on their fair value. Effective January 1, 2003, Verizon adopted the 
fair value recognition provisions of SFAS No. 123. We plan to adopt SFAS No. 123(R) effective January 1, 2006, 
using the modified prospective method and expect that any impact will not be material to our financial position or 
ongoing results of operations. 

Other Factors That May Affect Future Results 

Recent Developments 

MCIMerger 

On February 14, 2005, Verizon announced that it had agreed to acquire MCI for a combination ofVerizon 
common shares and cash (including MCI dividends). On May 2, 2005, Verizon announced that it agreed with MCI 
to further amend its agreement to acquire MCI for cash and stock of at least $26.00 per share, consisting of cash of 
$5.60, which was paid as a special dividend by MCI on October 27, 2005, after the October 6, 2005 approval of the 
transaction by MCI shareholders, plus the greater of .5743 Verizon shares for each MCI common share or a 
sufficient number ofVerizon shares to deliver to shareholders $20.40 of value. Under this price protection feature, 
Verizon had the option of paying additional cash instead of issuing additional shares over the .5743 exchange 
ratio. This consideration was subject to adjustment at closing and may have been decreased based on MCI's 
bankruptcy claims-related experience and international tax liabilities. The merger received the required state, 
federal and international regulatory approvals by year-end 2005, and on January 6, 2006, Verizon and MCI closed 
the merger. 
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Under terms of the merger agreement, MCI shareholders received .5743 shares ofVerizon and cash for each of 
their MCI shares. Verizon elected to make a supplemental cash payment of $2.738 per MCI share, $779 million in 
the aggregate, rather than issue additional shares ofVerizon common stock, so that the merger consideration was 
equal to at least $20.40 per MCI share. Verizon and MCI management mutually agreed that there was no purchase 
price adjustment related to the amount ofMCI's bankruptcy claims-related experience and international tax 
liabilities. 

Separately, on April 9, 2005, Verizon entered into a stock purchase agreement with eight entities affiliated with 
Carlos Slim Helu to purchase 43.4 million shares ofMCI common stock for $25.72 per share in cash plus an 
additional cash amount of 3% per annum from April 9, 2005 until the closing of the purchase of those shares. The 
transaction closed on May 17, 2005 and the additional cash payment was made through May 13, 2005. The total 
cash payment was $1,121 million. Under the stock purchase agreement, Verizon will pay the Slim entities an 
adjustment at the end of one year in an amount per MCI share calculated by multiplying (i) .7241 by (ii) the 
amount, if any, by which the price ofVerizon's common stock exceeds $35.52 per share (measured over a 20-day 
period), subject to a maximum excess amount per Verizon share of $26.98. After the closing of the stock purchase 
agreement, Verizon transferred the shares ofMCI common stock it had purchased to a trust established pursuant to 
an agreement between Verizon and the Department of Justice. We received the special dividend of $5.60 per MCI 
share on these 43.4 million MCI shares, or $243 million, on October 27, 2005. 

Redemption of MCI Debt 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon is required to make this offer to 
noteholders within 30 days of the closing of the merger ofMCI and Verizon. Separately, Verizon notified 
noteholders that MCI is exercising its right to redeem both series of Senior Notes prior to maturity under the 
optional redemption procedures provided in the indentures. The 6.688% Notes were redeemed on March 1, 2006, 
and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

Issuance of Debt 

In February 2006, Verizon issued $4,000 million of floating rate and fixed rate notes maturing from 2007 through 
2035. 

Spectrum Purchases 

On February 15, 2005, the FCC's auction of broadband personal communications services licenses ended and 
Verizon Wireless and Vista PCS, LLC were the highest bidders for 63 licenses totaling approximately $697 
million. On May 13, 2005, the licenses won by Verizon Wireless were granted by the FCC. The licenses won by 
Vista PCS remain subject to FCC approval. 

Sales of Businesses and Investments 

Information Services 

In December 2005, we announced that we are exploring divesting Information Services through a spin-off, sale or 
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other strategic transaction. However, since this process is still ongoing, Information Services' results of operations, 
financial position and cash flows remain in Verizon's continuing operations. 

Telephone Access Lines 

We continually consider plans for a reduction in the size of our access line business, including through a spin-off 
mechanism or otherwise, so that we may pursue our strategy of placing greater focus on the higher growth 
businesses of broadband and wireless. 

Environmental Matters 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. As a 
result, an additional environmental remediation expense of $240 million was recorded in 2003, for remedial 
activities likely to take place over the next several years. In September 2005, the Army Corps of Engineers (ACE) 
accepted the Hicksville site into the Formerly Utilized Sites Remedial Action Program. This may result in the ACE 
performing some or all of the remediation effort for the Hicksville site with a corresponding decrease in costs to 
Verizon. To the extent that the ACE assumes responsibility for remedial work at the Hicksville site, an adjustment 
to this reserve may be made. Adjustments may also be made based upon actual conditions discovered during the 
remediation at any of the sites requiring remediation. 

New York Recovery Funding 

In August 2002, President Bush signed the Supplemental Appropriations bill that included $5.5 billion in New 
York recovery funding. Of that amount, approximately $750 million has been allocated to cover utility restoration 
and infrastructure rebuilding as a result of the September 11th terrorist attacks on lower Manhattan. These funds 
will be distributed through the Lower Manhattan Development Corporation following an application and audit 
process. As of September 2004, we had applied for reimbursement of approximately $266 million under Category 
One, although we did not record this amount as a receivable. We received advances totaling $88 million in 
connection with this application process. On December 22, 2004, we applied for reimbursement of an additional 
$136 million of"category 2" losses, and on March 29, 2005 we amended our application seeking an additional $3 
million. Category 2 funding is for permanent restoration and infrastructure improvement. According to the plan, 
permanent restoration is reimbursed up to 75% of the loss. On November 3, 2005, we received the results of 
preliminary audit findings disallowing all but $44 million of our original $266 million of costs in our Category 
One applications. On December 8, 2005, we provided a detailed rebuttal to the preliminary audit findings and are 
currently awaiting the final audit report. Our applications are pending. 

kegulatory and Competitive Trends 

Competition and Regulation 

Technological, regulatory and market changes have provided Verizon both new opportunities and challenges. 
These changes have allowed Verizon to offer new types of services in this increasingly competitive market. At the 
same time, they have allowed other service providers to broaden the scope of their own competitive offerings. 
Current and potential competitors for network services include other telephone companies, cable companies, 
wireless service providers, foreign telecommunications providers, satellite providers, electric utilities, Internet 
service providers, providers of voice over the Internet, or VoiP services, and other companies that offer network 
services using a variety of technologies. Many of these companies have a strong market presence, brand 
recognition and existing customer relationships, all of which contribute to intensifying competition and may affect 
our future revenue growth. Many of our competitors also remain subject to fewer regulatory constraints than 
Verizon. 
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We are unable to predict definitively the impact that the ongoing changes in the telecommunications industry will 
ultimately have on our business, results of operations or financial condition. The financial impact will depend on 
several factors, including the timing, extent and success of competition in our markets, the timing and outcome of 
various regulatory proceedings and any appeals, and the timing, extent and success of our pursuit of new 
opportunities. 

FCC Regulation 

Our services are subject to the jurisdiction of the FCC with respect to interstate telecommunications services and 
other matters for which the FCC has jurisdiction under the Communications Act of 1934, as amended. 

Broadband 

The FCC has adopted a series of orders that recognize the competitive nature of the broadband market, and impose 
lesser regulatory requirements to broadband services and facilities than apply to narrowband. With respect to 
facilities, the FCC has determined that certain unbundling requirements that apply to narrowband facilities do not 
apply to broadband facilities such as fiber to the premise loops and packet switches. With respect to services, the 
FCC has concluded that broadband Internet access services offered by telephone companies and their affiliates 
qualify as largely deregulated information services. The same order also concluded that telephone companies may 
offer the underlying broadband transmission services that are used as an input to Internet access services through 
private carriage arrangements on negotiated commercial terms. The FCC's order addressing the appropriate 
regulatory treatment of broadband Internet access services is the subject of a pending appeal. 

Video 

The FCC has a body of rules that apply to cable operators under Title VI of the Communications Act of 1934, and 
these rules also generally apply to telephone companies that provide cable services over their networks. In addition, 
companies that provide cable service over a cable system generally must obtain a local cable franchise. The FCC 
currently is conducting a rulemaking proceeding to determine whether the local franchising process is serving as a 
barrier to entry for new providers of video services, like Verizon. In this proceeding, the FCC is evaluating the 
scope of its authority over the local franchise process and is considering adopting rules under Section 621 of the 
Communications Act of 1934 to ensure that the local franchising process does not undermine competitive entry. 

Interstate Access Charges and lntercarrier Compensation 

The current framework for interstate access rates was established in the Coalition for Affordable Local and Long 
Distance Services (CALLS) plan, which the FCC adopted on May 31, 2000. The CALLS plan has three main 
components. First, it establishes portable interstate access universal service support of $650 million for the industry 
that replaces implicit support previously embedded in interstate access charges. Second, the plan simplifies the 
patchwork of common line charges into one subscriber line charge (SLC) and provides for de-averaging of the SLC 
by zones and class of customers. Third, the plan set into place a mechanism to transition to a set target of $.0055 
per minute for switched access services. Once that target rate is reached, local exchange carriers are no longer 
required to make further annual price cap reductions to their switched access prices. As a result of tariff 
adjustments which became effective in July 2003, virtually all of our switched access lines reached the $.0055 
benchmark. 

The FCC currently is conducting a broad rulemaking proceeding to consider new rules governing intercarrier 
compensation including, but not limited to, access charges, compensation for Internet traffic, and reciprocal 
compensation for local traffic. The notice seeks comments about intercarrier compensation in general, and requests 
input on seven specific reform proposals. 

The FCC also has pending before it issues relating to intercarrier compensation for dial-up Internet-bound traffic. 
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The FCC previously found this traffic is not subject to reciprocal compensation under Section 25l(b)(5) of the 
Telecommunications Act of 1996. Instead, the FCC established federal rates per minute for this traffic that 
declined from $.0015 to $.0007 over a three-year period, established caps on the total minutes of this traffic subject 
to compensation in a state, and required incumbent local exchange carriers to offer to both bill and pay reciprocal 
compensation for local traffic at the same rate as they are required to pay on Internet-bound traffic. The U.S. Court 
of Appeals for the D.C. Circuit rejected part of the FCC's rationale, but declined to vacate the order while it is on 
remand. As a result, pending further action by the FCC, the FCC's underlying order remains in effect. The FCC 
subsequently denied a petition to discontinue the $.0007 rate cap on this traffic, but removed the caps on the total 
minutes of Internet -bound traffic subject to compensation. That decision is the subject of an appeal by several 
parties. Disputes also remain pending in a number of forums relating to the appropriate compensation for Internet­
bound traffic during previous periods under the terms of our interconnection agreements with other carriers. 

The FCC also is conducting a rulemaking proceeding to address the regulation of services that use Internet 
protocol, including whether access charges should apply to voice or other Internet protocol services. The FCC also 
considered several petitions asking whether, and under what circumstances, services that employ Internet protocol 
are subject to access charges. The FCC previously has held that one provider's peer-to-peer Internet protocol 
service that does not use the public switched network is an interstate information service and is not subject to 
access charges, while a service that utilizes Internet protocol for only one intermediate part of a call's transmission 
is a telecommunications service that is subject to access charges. Another petition asking the FCC to forbear from 
applying access charges to voice over Internet protocol services that are terminated on switched local exchange 
networks was withdrawn by the carrier that filed that petition. The FCC also declared the services offered by one 
provider of a voice over Internet protocol service to be jurisdictionally interstate on the grounds that it was 
impossible to separate that carrier's Internet protocol service into interstate and intrastate components. The FCC 
also stated that its conclusion would apply to other services with similar characteristics. That order has been 
appealed. 

The FCC also has adopted rules for special access services that provide for pricing flexibility and ultimately the 
removal of services from price regulation when prescribed competitive thresholds are met. More than half of 
special access revenues are now removed from price regulation. The FCC currently has a rulemaking proceeding 
underway to evaluate experience under its pricing flexibility rules, and to determine whether any changes to those 
rules are warranted. 

Universal Service 

The FCC also has a body of rules implementing the universal service provisions of the Telecommunications Act of 
1996, including rules governing support to rural and non-rural high-cost areas, support for low income subscribers, 
and support for schools, libraries and rural health care. The FCC's current rules for support to high-cost areas 
served by larger "non-rural" local telephone companies were previously remanded by U.S. Court of Appeals for the 
Tenth Circuit, which had found that the FCC had not adequately justified these rules. The FCC has initiated a 
rulemaking proceeding in response to the court's remand, but its rules remain in effect pending the results of the 
rulemaking. The FCC also has proceedings underway to evaluate possible changes to its current rules for assessing 
contributions to the universal service fund. Any change in the current assessment mechanism could result in a 
change in the contribution that local telephone companies, wireless carriers or others must make and that would 
have to be collected from customers. 

Unbundling of Network Elements 

Under section 251 of the Telecommunications Act of 1996, incumbent local exchange carriers were required to 
provide competing carriers with access to components of their network on an unbundled basis, known as UNEs, 
where certain statutory standards are satisfied. The Telecommunications Act of 1996 also adopted a cost-based 
pricing standard for these UNEs, which the FCC interpreted as allowing it to impose a pricing standard known as 
"total element long run incremental cost" or "TELRIC." The FCC's rules defining the unbundled network 
elements that must be made available at TELRIC prices have been overturned on multiple occasions by the courts. 
In its most recent order issued in response to these court decisions, the FCC eliminated the requirement to 
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unbundle mass market local switching on a nationwide basis, with the obligation to accept new orders ending as of 
the effective date of the order (March 11, 2005). The FCC also established a one year transition for existing UNE 
switching arrangements. For high capacity transmission facilities, the FCC established criteria for determining 
whether high capacity loops, transport or dark fiber transport must be unbundled in individual wire centers, and 
stated that these standards were only expected to affect a small number of wire centers. The FCC also eliminated 
the obligation to provide dark fiber loops and found that there is no obligation to provide UNEs exclusively for 
wireless or long distance service. In any instance where a particular high capacity facility no longer has to be made 
available as a UNE, the FCC established a similar one year transition for any existing high capacity loop or 
transport UNEs, and an 18 month transition for any existing dark fiber UNEs. Verizon and other parties have 
challenged various aspects of the new FCC rules on appeal. 

As noted above, the FCC has concluded that the requirement under Section 251 of the Telecommunications Act of 
1996 to provide unbundled network elements at TELRIC prices generally does not apply with respect to broadband 
facilities, such as fiber to the premises loops, the packet -switched capabilities of hybrid loops and packet switching. 
The FCC also has held that any separate unbundling obligations that may be imposed by Section 271 of the 
Telecommunications Act of 1996 do not apply to these same facilities. The decision with respect to Section 271 is 
the subject of an ongoing appeal. 

Cautionary Statement Concerning Forward-Looking Statements 

In this Management's Discussion and Analysis of Results of Operations and Financial Condition, and elsewhere in 
this Annual Report, we have made forward-looking statements. These statements are based on our estimates and 
assumptions and are subject to risks and uncertainties. Forward-looking statements include the information 
concerning our possible or assumed future results of operations. Forward-looking statements also include those 
preceded or followed by the words "anticipates," "believes," "estimates," "hopes" or similar expressions. For those 
statements, we claim the protection of the safe harbor for forward-looking statements contained in the Private 
Securities Litigation Reform Act of 1995. 

The following important factors, along with those discussed elsewhere in this Annual Report, could affect future 
results and could cause those results to differ materially from those expressed in the forward-looking statements: 

I· I fuaterially adverse changes in economic and industry conditions and labor matters, including workforce levels 
and labor negotiations, and any resulting financial and/or operational impact, in the markets served by us or by 

companies in which we have substantial investments; 

I· Il{aterial changes in available technology; 

I· t~chnology substitution; 

I· ap ~dverse change in the ratings afforded our debt securities by nationally accredited ratings organizations; 

I· tijel final results of federal and state regulatory proceedings concerning our provision of retail and wholesale 

services and judicial review of those results; 

I· tijel effects of competition in our markets; 

I· tijeltiming, scope and financial impacts of our deployment of fiber-to-the-premises broadband technology; 
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I· tijel ability of Verizon Wireless to continue to obtain sufficient spectrum resources; 

I· 4dnges in our accounting assumptions that regulatory agencies, including the SEC, may require or that result 
from changes in the accounting rules or their application, which could result in an impact on earnings; and 

I· tftel extent and timing of our ability to obtain revenue enhancements and cost savings following our business 
combination with MCI. 

eport of Management on Internal Control Over Financial Reporting 

We, the management ofVerizon Communications Inc., are responsible for establishing and maintaining adequate 
internal control over financial reporting of the company. Management has evaluated internal control over financial 
reporting of the company using the criteria for effective internal control established in Internal Control - Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

Management has assessed the effectiveness of the company's internal control over financial reporting as of 
December 31, 2005. Based on this assessment, we believe that the internal control over financial reporting of the 
company is effective as ofDecember 31, 2005. In connection with this assessment, there were no material 
weaknesses in the company's internal control over financial reporting identified by management. 

The company's financial statements included in this annual report have been audited by Ernst & Young LLP, 
independent registered public accounting firm. Ernst & Young LLP has also issued an attestation report on 
management's assessment of the company's internal control over financial reporting. 

/s/ Ivan G. Seidenberg 

Ivan G. Seidenberg 
Chairman and Chief Executive Officer 

/s/ Doreen A. Toben 

Doreen A. Toben 
Executive Vice President and Chief Financial Officer 

/s/ Thomas A. Bartlett 

Thomas A. Bartlett 
Senior Vice President and Controller 

GTEOSI00004261 



!Report of Independent Registered Public Accounting Firm on Internal Control Over Financial Reporting 

To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited management's assessment, included in the accompanying Report of Management on Internal 
Control Over Financial Reporting, that Verizon Communications Inc. and subsidiaries (Verizon) maintained 
effective internal control over financial reporting as of December 31, 2005, based on criteria established in Internal 
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (the COSO criteria). Verizon's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our 
responsibility is to express an opinion on management's assessment and an opinion on the effectiveness of the 
company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, evaluating management's 
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such 
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable 
basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company's internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, management's assessment that Verizon maintained effective internal control over financial 
reporting, as of December 31, 2005, is fairly stated, in all material respects, based on the COSO criteria. Also, in 
our opinion, Verizon maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2005, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheets ofVerizon as ofDecember 31, 2005 and 2004, and the related 
consolidated statements of income, cash flows and changes in shareowners' investment for each of the three years 
in the period ended December 31, 2005 and our report dated February 23, 2006 expressed an unqualified opinion 
thereon. 

I llrnst & Young LLP 
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~rnst & Young LLP 

!New York, New York 

february 23, 2006 

eport of Independent Registered Public Accounting Firm on Financial Statements 

To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited the accompanying consolidated balance sheets ofVerizon Communications Inc. and subsidiaries 
(Verizon) as of December 31, 2005 and 2004, and the related consolidated statements of income, cash flows and 
changes in shareowners' investment for each of the three years in the period ended December 31, 2005. These 
financial statements are the responsibility ofVerizon's management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Verizon at December 31, 2005 and 2004, and the consolidated results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2005, in conformity with U.S. 
generally accepted accounting principles. 

As discussed in Note 2 to the consolidated financial statements, Verizon changed its methods of accounting for 
directory revenues and expenses, stock-based compensation and asset retirement obligations effective January 1, 
2003. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the effectiveness of Verizon' s internal control over financial reporting as of December 31, 200 5, 
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 23, 2006 expressed an unqualified 
opinion thereon. 

I 

~rust & Young LLP 

~rnst & Young LLP 

!New York, New York 

february 23, 2006 
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Consolidated Statements of Income Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

ears Ended December 31, 005 

2003 

!operating Revenues 1$ 75,112 1 1 1$ 71,283 II 
$ 67,468 

!operating Expenses II II 

lcost of services and sales (exclusive of items shown below) 125,469 II b.l68 II 
21,701 

!selling, general & administrative expense 121,312 II ~1,088 II 
24,894 

pepreciation and amortization expense 114,047 II 113,910 II 
13,607 

lsales ofbusinesses, net 1(530 ~ I 1- II 
(141 ) 

!Total Operating Expenses 160,298 II 158,166 II 
60,061 

!operating Income 114,814 II 113,117 II 
7,407 

~quity in earnings of unconsolidated businesses 1689 II 11,691 II 
1,278 

~ncome from other unconsolidated businesses In II rs II 
331 

pther income and (expense), net 1237 II ~2 II 
37 

~nterest expense 1(2,180 ~ I 1(2,384 II 
(2,797 ) 
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Minority interest ~I lc2,409 II 
(1,583 ) 

~ncome Before Provision for Income Taxes, Discontinued Operations andl culijulative Effect ~fiAc¢ounting I I 
Change 10,607 10,112 

4,673 

frovision for income taxes ~ I 1(2,851 II 
(1,213 ) 

~ncome Before Discontinued Operations and Cumulative Effect of Accou!ting !change II 17,397 II 
7,261 

3,460 

~iscontinued Operations I II II 

~ncome (loss) from operations 1- II 11,116 II 
(869 ) 

frovision for income taxes I 1- II 1(546 II 
) (17 ) 

~ncome (loss) on discontinued operations, net of tax I 1- II 1570 II 
(886 ) 

!cumulative Effect of Accounting Change, Net of Tax 1- II 1- II 
503 

Net Income 1$ 7,397 II 1$ 7,831 II 
$ 3,077 

~asic Earnings Per Common Share: II II 

~ncome before discontinued operations and cumulative effect of accounting dtangel 1$1 ¥.67 II 
$ 2.62 

$ 1.26 

~ncome (loss) on discontinued operations, net of tax 1- II 1.21 II 
(.32 ) 

!cumulative effect of accounting change, net of tax 1- II 1- II 
.18 

Net Income ,,, 1$ 2.67 II 1$ 2.83 II 
$ 1.12 

K\leighted-average shares outstanding (in millions) 12,766 II ~,770 II 
2,756 
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~iluted Earnings Per Common Share: II II 

~ncome before discontinued operations and cumulative effect of accounting c4angel 1$1 ¥.65 II 
$ 2.59 

$ 1.25 

~ncome (loss) on discontinued operations, net of tax 1- II 1.20 II 
(.31 ) 

!cumulative effect of accounting change, net of tax 1- II 1- II 
.18 

Net Income ,,, 1$ 2.65 II 1$ 2.79 II 
$ 1.12 

K\leighted-average shares outstanding (in millions) 12,817 II ~,831 II 
2,832 

1(1) [otal per share amounts may not add due to rounding. 

See Notes to Consolidated Financial Statements. 

Consolidated Balance Sheets Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

t December 31, 005 

2004 

ssets 

Current assets 

leash and cash equivalents 1$ 776 II I 
$ 

2,290 

!short -term investments ~,498 II I 
2,257 

fAccounts receivable, net of allowances of $1,288 and $1,670 r,t71 II I 
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9,801 

~nventories 11,780 II I 
1,535 

[Assets held for sale I t II I 
950 

frepaid expenses and other ~,223 II I 
2,646 

[otal current assets 116,448 II I 
19,479 

flant, property and equipment 1193,610 II I 
185,522 

~ess accumulated depreciation ln8,305 II I 
111,398 

75,305 

74,124 

~nvestments in unconsolidated businesses ~,604 II I 
5,855 

K\lireless licenses ~7,804 II I 
42,090 

!Goodwill ~36 II I 
837 

pther intangible assets, net ~,293 II I 
4,521 

pther assets 118,840 II I 
19,052 

[otal assets 1$ 168,130 II I 
$ 

165,958 
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~iabilities and Shareowners' Investment I I II I 

!current liabilities I I II I 

pebt maturing within one year I 1$ 7,141 II I 
$ 

3,593 

fAccounts payable and accrued liabilities 112,351 II I 
13,177 

~iabilities related to assets held for sale I t II I 
525 

ther ,571 

5,834 

[otal current liabilities ~5,063 II I 
23,129 

~ong-term debt ~1,869 II I 
35,674 

~mployee benefit obligations 118,819 II I 
17,941 

peferred income taxes ~2,411 II I 
22,532 

pther liabilities ~,534 II I 
4,069 

Minority interest ~6,754 II I 
25,053 

lshareowners' investment I I II I 

!series preferred stock ($.10 par value; none issued) 
I t II I 
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!common stock ($.10 par value; 2,774,865,381 shares issued in both periods) ~77 II I 
277 

!contributed capital ~5,369 II I 
25,404 

~einvested earnings 115,905 II I 
12,984 

[Accumulated other comprehensive loss 1(1,783 II I 
) (1,053 

) 

!common stock in treasury, at cost I j(353) II I 
(142 ) 

peferred compensation-employee stock ownership plans and other ~65 II I 
90 

[Total shareowners' investment ~9,680 II I 
37,560 

[Total liabilities and shareowners' investment 1$ 168,130 II I 
$ 

165,958 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Cash Flows Verizon Communications Inc. and Subsidiaries 

dollars in millions) 

ears Ended December 31, 005 

2003 

leash Flows from Operating Activities I I Ill Ill 

INet Income I 1$ 7,397 Ill$ Ill 
7,831 $ 3,077 

fAdjustments to reconcile net income to net cash provided by operating activities: I I Ill Ill 

pepreciation and amortization expense I 114,047 11113,910 Ill 
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13,607 

!sales ofbusinesses, net I 1(530 ~ I 1- Ill 
(141 

) 

I( Gain) loss on sale of discontinued operations I t lllc516 Ill 
931 

~mployee retirement benefits I lt,840 1111,999 Ill 
3,048 

peferred income taxes I 1(1,059 ~ 111,842 Ill 
826 

frovision for uncollectible accounts I lt,290 I ll1,181 Ill 
1,789 

~ncome from unconsolidated businesses I lost ~I b,766 Ill 
) (1,609 
) 

!cumulative effect of accounting change, net of tax I t I I 1- Ill 
(503 

) 

!changes in current assets and liabilities, net of effects from acquisition/disposition oijb4sinesses: Ill Ill 

fAccounts receivable I 1(933 ~I b,617 Ill 
) (938 
) 

~nventories I 1(252 ~ 11(274 Ill 
) (80 
) 

pther assets I h91 ~ 11578 Ill 
101 

fAccounts payable and accrued liabilities I 1(1,034 ~I b,93o Ill 
) 2,657 

pther, net I ~,218 111582 Ill 
(298 

) 

INet cash provided by operating activities I ~2,012 II b,82o Ill 
22,467 
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leash Flows from Investing Activities I I Ill Ill 

!capital expenditures (including capitalized software) I 1(15,324 ~ 11(13,259 Ill 
) (11,874 

) 

[Acquisitions, net of cash acquired, and investments I 1(4,684 ~I b,l96 Ill 
) (1,162 

) 

froceeds from disposition of businesses I lt,326 111117 Ill 
229 

froceeds from discontinued operations I t 1111,603 Ill 

INet change in short-term and other current investments I 1(344 ~I boo Ill 
) (120 

) 

pther, net I ~34 II ~,492 Ill 
691 

INet cash used in investing activities I 1(18,492 ~I bo,343 Ill 
) (12,236 

) 

leash Flows from Financing Activities I I Ill Ill 

froceeds from long-term borrowings I lt,487 111514 Ill 
4,653 

~epayments of long-term borrowings and capital lease obligations I j(3,919 ~ 11(5,198 Ill 
) (10,759 

) 

~ncrease (decrease) in short -term obligations, excluding current maturities I ~,129 lllo83 Ill 
) (1,330 

) 

pividends paid I 1(4,427 ~ 11(4,262 Ill 
) (4,239 

) 

froceeds from sale of common stock I ~7 111320 Ill 
839 

furchase of common stock for treasury I 1(271 ~I jc37o Ill 
) 

pther, net I 1(7o ~lien Ill 
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) (123 

) 

INet cash used in financing activities I 1(5,034 ~ 11(9,856 Ill 
) (10,959 

) 

~ncrease (decrease) in cash and cash equivalents I 1(1,514 ~ 111,621 Ill 
(728 

) 

leash and cash equivalents, beginning of year I ~,290 II ~69 Ill 
1,397 

leash and cash equivalents, end of year I 1$ 776 Ill$ Ill 
2,290 $ 669 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Changes in Shareowners' Investment Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts, and shares in thousands) 

ears Ended December 31, 005 004 003 

Is hares I I bmount I llshares I I bfllount I llshares Ill 
Amount 

!common Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I ~,774,865 Ill$ 277 I I ~,772,314 Ill$ 277 Ill Ill 
2,751,650 $ 275 

!shares issued I I Ill Ill Ill Ill Ill 

~mployee plans I t I I t II ~,5ol I II- Ill Ill 
20,664 2 

!shareowner plans I t I I t 1115o I II- I II- Ill 

!shares retired I t I I t I II- I II- I II- Ill 

~alance at end of year I ~,774,865 II ~77 I I ~,774,865 II ~77 Ill Ill 
2,772,314 277 

!contributed Capital I I Ill Ill Ill Ill Ill 
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~alance at beginning of year I I II ~5,404 Ill II ~5,363 Ill Ill 
24,685 

!shares issued-employee and shareown~rlplans Ill 11(}4 ~ II II~ Ill 
725 

[Tax benefit from exercise of stock opt~oqs Ill I t I Ill I ~II Ill 
12 

pther I I 111(11 ~ II I llc2 ~ II Ill 
(59 ) 

~alance at end of year I I II ~5,369 Ill II ~s,4o4 Ill Ill 
25,363 

!Reinvested Earnings I I Ill Ill Ill Ill Ill 

~alance at beginning of year I I 11112,984 Ill 1119,409 Ill Ill 
10,536 

INet income I I 1117,397 Ill II r,831 Ill Ill 
3,077 

pividends declared ($1.62, $1.54 and ~11.54 per shar4) II I 11(4,479 ~ II Ill Ill 
(4,265 ) (4,250 ) 

!shares issued-employee and shareown~rlplans Ill I t I Ill I 1-1 Ill 
39 

ther 
7 

~alance at end of year I I lllt5,905 Ill 11112,984 Ill Ill 
9,409 

fAccumulated Other ComprehensiveiLpss Ill Ill Ill Ill Ill 

~alance at beginning of year I I I ll(l,o53 ~ II II b,2so ~ II Ill 
(2,110 ) 

foreign currency translation adjustmept I Ill ld§5 ~ II 111548 Ill 
568 

Rnrealized gains on net investment h~dges Ill I ~I Ill I 1-1 Ill 

Rnrealized gains (losses) on marketable ~ecurities Ill 11(}1 ~ II II r Ill 
1 

Rnrealized derivative gains (losses) oq cksh flow hedgisl Ill lltp Ill Ill 
17 (21 ) 

Minimum pension liability adjustmen~ I Ill ~#I Ill lld75 Ill 
) 312 

pther comprehensive income (loss) I I 111(730 ~ II 111197 Ill Ill 
860 

~alance at end of year I I I 11(1,783 ~ II II b,os3 ~ II Ill 
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(1,250 

!Treasury Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I 1(5,213 ~ 11(142 ~ 11(4,554 ~ Ileus ~ II Ill 
(8,624 ) (218 ) 

!shares purchased I 1(7,859 ~ 11(271 ~ 11(9,540 ~I b7o ~ II- Ill 

!shares distributed I I Ill Ill Ill Ill Ill 

~mployee plans lt,594 II ~9 1118,881 111343 II ~,047 Ill 
102 

!shareowner plans I ~2 lilt I II- I II- II ~3 Ill 
1 

~alance at end of year I 1(11,456 ~I j(353 ~ llcs,213 ~ 11(142 ~ II Ill 
(4,554 ) (ll5 ) 

~eferred Compensation-ESOPs andl Qther Ill Ill Ill Ill Ill 

~alance at beginning of year I I II ro Ill IIIC218 ~ II Ill 
(552 ) 

[Amortization I I lllt74 Ill 111301 Ill Ill 
312 

ther 
22 

~alance at end of year I I II ~65 Ill 11190 Ill Ill 
(218 ) 

!Total Shareowners' Investment I I Ill$ 39,680 Ill Ill$ 37,s6o Ill Ill 
$ 33,466 

!comprehensive Income I I Ill Ill Ill Ill Ill 

!Net income I I Ill$ 7,397 Ill Ill$ 7,831 Ill Ill 
$ 3,077 

pther comprehensive income (loss) p~r above Ill lld3o ~ II 111197 Ill 
860 

!Total Comprehensive Income I I Ill$ 6,667 Ill Ill$ 8,028 Ill Ill 
$ 3,937 

See Notes to Consolidated Financial Statements. 
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IN otes to Consolidated Financial Statements Verizon Communications Inc. and Subsidiaries 

Note 1 

Description of Business and Summary of Significant Accounting Policies 

Description of Business 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. 
Verizon's domestic wireline telecommunications business provides local telephone services, including broadband, 
in 28 states and Washington, D.C. and nationwide long-distance and other communications products and services. 
Verizon's domestic wireless business, operating as Verizon Wireless, provides wireless voice and data products 
and services across the United States using one of the most extensive wireless networks. Information Services 
operates directory publishing businesses and provides electronic commerce services. Verizon's International 
segment includes wireline and wireless communications operations and investments in the Americas and Europe. 
We have four reportable segments, which we operate and manage as strategic business units: Domestic Telecom, 
Domestic Wireless, Information Services and International. For further information concerning our business 
segments, see Note 17. 

In connection with the closing of the merger with MCI, Inc. (MCI), which occurred on January 6, 2006, Verizon 
now owns and operates one of the most expansive end-to-end global Internet Protocol (IP) networks which includes 
over 270,000 domestic and 360,000 international route miles of fiber optic cable and provides access to over 140 
countries worldwide. Operating as Verizon Business, we are now better able to provide next-generation IP network 
services to medium and large businesses and government customers. For further information concerning the 
merger with MCI, see Note 24. 

Consolidation 

The method of accounting applied to investments, whether consolidated, equity or cost, involves an evaluation of 
all significant terms of the investments that explicitly grant or suggest evidence of control or influence over the 
operations of the investee. The consolidated financial statements include our controlled subsidiaries. Investments 
in businesses which we do not control, but have the ability to exercise significant influence over operating and 
financial policies, are accounted for using the equity method. Investments in which we do not have the ability to 
exercise significant influence over operating and financial policies are accounted for under the cost method. Equity 
and cost method investments are included in Investments in Unconsolidated Businesses in our consolidated 
balance sheets. Certain of our cost method investments are classified as available-for-sale securities and adjusted to 
fair value pursuant to Statement of Financial Accounting Standards (SFAS) No. 115, "Accounting for Certain 
Investments in Debt and Equity Securities." 

All significant intercompany accounts and transactions have been eliminated. 

We have reclassified prior year amounts to conform to the current year presentation. 

Discontinued Operations, Assets Held for Sale, and Sales of Businesses and Investments 

We classify as discontinued operations any component of our business that we hold for sale or dispose of that has 
operations and cash flows that are clearly distinguishable operationally and for financial reporting purposes from 
the rest ofVerizon. For those components, Verizon has no significant continuing involvement after disposal and 
their operations and cash flows are eliminated from Verizon's ongoing operations. Sales not classified as 
discontinued operations are reported as either Sales of Businesses, Net, Equity in Earnings of Unconsolidated 
Businesses or Income From Other Unconsolidated Businesses in our consolidated statements of income. 

Use of Estimates 
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We prepare our financial statements using generally accepted accounting principles (GAAP), which require 
management to make estimates and assumptions that affect reported amounts and disclosures. Actual results could 
differ from those estimates. 

Examples of significant estimates include the allowance for doubtful accounts, the recoverability of plant, property 
and equipment, intangible assets and other long-lived assets, valuation allowances on tax assets and pension and 
postretirement benefit assumptions. 

Revenue Recognition 

Domestic Telecom 

Our Domestic Telecom segment earns revenue based upon usage of our network and facilities and contract fees. In 
general, fixed fees for local telephone, long distance and certain other services are billed one month in advance and 
recognized the following month when earned. Revenue from other products that are not fixed fee or that exceed 
contracted amounts is recognized when such services are provided. 

We recognize equipment revenue for services, in which we bundle the equipment with maintenance and 
monitoring services, when the equipment is installed in accordance with contractual specifications and ready for 
the customer's use. The maintenance and monitoring services are recognized monthly over the term of the contract 
as we provide the services. Long-term contracts are accounted for using the percentage of completion method. We 
use the completed contract method if we cannot estimate the costs with a reasonable degree of reliability. 

Customer activation fees, along with the related costs up to but not exceeding the activation fees, are deferred and 
amortized over the customer relationship period. 

Domestic Wireless 

Our Domestic Wireless segment earns revenue by providing access to and usage of our network, which includes 
roaming and long distance revenue. In general, access revenue is billed one month in advance and recognized 
when earned. Airtime and usage revenue, roaming revenue and long distance revenue are recognized when the 
service is rendered. Equipment sales revenue associated with the sale of wireless handsets and accessories is 
recognized when the products are delivered to and accepted by the customer, as this is considered to be a separate 
earnings process from the sale of wireless services. Customer activation fees are considered additional 
consideration when handsets are sold to the customers at a discount and are recorded as equipment sales revenue. 

Information Services 

Information Services earns revenues primarily from print and online directory publishing. This segment recognizes 
revenues and expenses in our print directory business using the amortization method. Under the amortization 
method, revenues and direct expenses, primarily printing and distribution costs, are recognized over the life of the 
directory, which is usually 12 months. Revenue from our online directory, SuperPages.com, is recognized in the 
month it is earned. 

International 

The consolidated wireline and wireless businesses that comprise our International segment recognize revenue in a 
similar manner as our other segments. In addition, this segment holds several investments that are either 
accounted for under the equity or cost method of accounting. For additional detail on our accounting policy related 
to these investments, see "Consolidation" above. 
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Maintenance and Repairs 

We charge the cost of maintenance and repairs, including the cost of replacing minor items not constituting 
substantial betterments, principally to Cost of Services and Sales as these costs are incurred. 

Earnings Per Common Share 

Basic earnings per common share are based on the weighted-average number of shares outstanding during the 
year. Diluted earnings per common share include the dilutive effect of shares issuable under our stock-based 
compensation plans, an exchangeable equity interest (see Note 9), and the zero-coupon convertible notes (see Note 
11 ), which represent the only potentially dilutive common shares. 

Cash and Cash Equivalents 

We consider all highly liquid investments with a maturity of 90 days or less when purchased to be cash 
equivalents, except cash equivalents held as short -term investments. Cash equivalents are stated at cost, which 
approximates market value. 

Short-Term Investments 

Our short -term investments consist primarily of cash equivalents held in trust to pay for certain employee benefits. 
Short -term investments are stated at cost, which approximates market value. 

Marketable Securities 

We continually evaluate our investments in marketable securities for impairment due to declines in market value 
considered to be other than temporary. That evaluation includes, in addition to persistent, declining stock prices, 
general economic and company-specific evaluations. In the event of a determination that a decline in market value 
is other than temporary, a charge to earnings is recorded for the loss, and a new cost basis in the investment is 
established. These investments are included in the accompanying consolidated balance sheets in Investments in 
Unconsolidated Businesses or Other Assets. 

Inventories 

We include in inventory new and reusable supplies and network equipment of our telephone operations, which are 
stated principally at average original cost, except that specific costs are used in the case of large individual items. 
Inventories of our other subsidiaries are stated at the lower of cost (determined principally on either an average 
cost or first-in, first-out basis) or market. 

Plant and Depreciation 

We record plant, property and equipment at cost. Our telephone operations' depreciation expense is principally 
based on the composite group remaining life method and straight-line composite rates. This method provides for 
the recognition of the cost of the remaining net investment in telephone plant, less anticipated net salvage value, 
over the remaining asset lives. This method requires the periodic revision of depreciation rates. 

The asset lives used by our telephone operations are presented in the following table: 

uildings 25-42 II 
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Central office equipment 5- 11 

Outside communications plant 

Copper cable 13- 18 

Fiber cable 20 

Poles and conduit 30-50 

Furniture, vehicles and other 3 - 15 

When we replace or retire depreciable plant used in our wireline network, we deduct the carrying amount of such 
plant from the respective accounts and charge it to accumulated depreciation (see Note 2 for additional information 
on the adoption of SFAS No. 143, "Accounting for Asset Retirement Obligations"). 

Plant, property and equipment of our other subsidiaries is generally depreciated on a straight-line basis over the 
following estimated useful lives: buildings, 8 to 42 years; wireless plant equipment, 3 to 15 years; and other 
equipment, 1 to 20 years. 

When the depreciable assets of our other subsidiaries are retired or otherwise disposed of, the related cost and 
accumulated depreciation are deducted from the plant accounts, and any gains or losses on disposition are 
recognized in income. 

We capitalize network software purchased or developed in connection with related plant assets. We also capitalize 
interest associated with the acquisition or construction of plant assets. Capitalized interest is reported as a cost of 
plant and a reduction in interest cost. 

In connection with our ongoing review of the estimated remaining useful lives of plant, property and equipment 
and associated depreciation rates, we determined that, effective January 1, 2005, the remaining useful lives of three 
categories of telephone assets would be shortened by 1 to 2 years. These changes in asset lives were based on 
Verizon's plans, and progress to date on those plans, to deploy fiber optic cable to homes, replacing copper cable. 
While the timing and extent of current deployment plans are subject to modification, Verizon management believes 
that current estimates of reductions in impacted asset lives is reasonable and subject to ongoing analysis as 
deployment of fiber optic lines continues. The asset categories impacted and useful life changes are as follows: 

Average Lives (in years) From To 

Central office equipment 

Digital switches 12 11 

Circuit equipment 9 8-9 

Outside plant 

Copper cable 15 - 19 13- 18 

Computer Software Costs 

We capitalize the cost of internal-use network and non-network software which has a useful life in excess of one 
year in accordance with Statement of Position (SOP) No. 98-1, "Accounting for the Costs of Computer Software 
Developed or Obtained for Internal Use." Subsequent additions, modifications or upgrades to internal-use network 
and non-network software are capitalized only to the extent that they allow the software to perform a task it 
previously did not perform. Software maintenance and training costs are expensed in the period in which they are 
incurred. Also, we capitalize interest associated with the development of non-network internal-use software. 
Capitalized non-network internal-use software costs are amortized using the straight-line method over a period of 1 
to 7 years and are included in Other Intangible Assets, Net in our consolidated balance sheets. For a discussion of 
our impairment policy for capitalized software costs under SFAS No. 144, "Accounting for the Impairment or 
Disposal of Long-Lived Assets," see "Goodwill and Other Intangibles" below. Also, see Note 7 for additional detail 
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of non-network internal-use software reflected in our consolidated balance sheets. 

Goodwill and Other Intangible Assets 

Goodwill 

Goodwill is the excess of the acquisition cost of businesses over the fair value of the identifiable net assets 
acquired. Impairment testing for goodwill is performed at least annually unless indicators of impairment exist. The 
impairment test for goodwill uses a two-step approach, which is performed at the reporting unit level. Reporting 
units may be operating segments or one level below an operating segment, referred to as a component. Businesses 
for which discrete financial information is available are generally considered to be components of an operating 
segment. Components that are economically similar and managed by the same segment management group are 
aggregated and considered a reporting unit under SFAS No. 142, "Goodwill and Other Intangible Assets." Step 
one compares the fair value of the reporting unit (calculated using a discounted cash flow method) to its carrying 
value. If the carrying value exceeds the fair value, there is a potential impairment and step two must be performed. 
Step two compares the carrying value of the reporting unit's goodwill to its implied fair value (i.e., fair value of 
reporting unit less the fair value of the unit's assets and liabilities, including identifiable intangible assets). If the 
carrying value of goodwill exceeds its implied fair value, the excess is required to be recorded as an impairment. 

Intangible Assets Not Subject to Amortization 

A significant portion of our intangible assets are Domestic Wireless licenses, including licenses associated with 
equity method investments, that provide our wireless operations with the exclusive right to utilize designated radio 
frequency spectrum to provide cellular communication services. While licenses are issued for only a fixed time, 
generally ten years, such licenses are subject to renewal by the Federal Communications Commission (FCC). 
Renewals of licenses have occurred routinely and at nominal cost. Moreover, we have determined that there are 
currently no legal, regulatory, contractual, competitive, economic or other factors that limit the useful life of our 
wireless licenses. As a result, we treat the wireless licenses as an indefinite-lived intangible asset under the 
provisions of SFAS No. 142. We reevaluate the useful life determination for wireless licenses each reporting period 
to determine whether events and circumstances continue to support an indefinite useful life. 

We have tested our Domestic Wireless licenses for impairment at least annually unless indicators of impairment 
exist. Beginning in 2005, we began using a direct value approach in performing our annual impairment test on our 
Domestic Wireless licenses. The direct value approach determines fair value using estimates of future cash flows 
associated specifically with the licenses. Previously, we used a residual method, which determined the fair value of 
the wireless business by estimating future cash flows of the wireless operations. The fair value of aggregate 
wireless licenses was determined by subtracting from the fair value of the wireless business the fair value of all of 
the other net tangible and intangible (primarily recognized and unrecognized customer relationship intangible 
assets) assets of our wireless operations. We determined the fair value of our customer relationship intangible 
assets based on our average customer acquisition costs. We began using the direct value approach in 2005 in 
accordance with a September 29, 2004 Staff Announcement from the staff of the Securities and Exchange 
Commission (SEC), "Use of the Residual Method to Value Acquired Assets Other Than Goodwill." Under either 
the direct method or the residual method, if the fair value of the aggregated wireless licenses was less than the 
aggregated carrying amount of the licenses, an impairment would have been recognized. 

Intangible Assets Subject to Amortization 

Our intangible assets that do not have indefinite lives (primarily customer lists and non-network internal-use 
software) are amortized over their useful lives and reviewed for impairment in accordance with SFAS No. 144, 
which only requires testing whenever events or changes in circumstances indicate that the carrying amount of the 
asset may not be recoverable. If any indicators were present, we would test for recoverability by comparing the 
carrying amount of the asset to the net undiscounted cash flows expected to be generated from the asset. If those 
net undiscounted cash flows do not exceed the carrying amount (i.e., the asset is not recoverable), we would 
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perform the next step which is to determine the fair value of the asset and record an impairment, if any. We 
reevaluate the useful life determination for these intangible assets each reporting period to determine whether 
events and circumstances warrant a revision in their remaining useful life. 

For information related to the carrying amount of goodwill by segment as well as the major components and 
average useful lives of our other acquired intangible assets, see Note 7. 

Sale of Stock By Subsidiary 

We recognize in consolidation changes in our ownership percentage in a subsidiary caused by issuances of the 
subsidiary's stock as adjustments to Contributed Capital. 

Income Taxes 

Verizon and its domestic subsidiaries file a consolidated federal income tax return. 

Our telephone operations use the deferral method of accounting for investment tax credits earned prior to the 
repeal of investment tax credits by the Tax Reform Act of 1986. We also defer certain transitional credits earned 
after the repeal. We amortize these credits over the estimated service lives of the related assets as a reduction to the 
Provision for Income Taxes. 

Stock-Based Compensation 

Prior to 2003, we accounted for stock-based employee compensation under Accounting Principals Board Opinion 
No. 25, "Accounting for Stock Issued to Employees," and related interpretations, and followed the disclosure-only 
provisions of SF AS No. 123, "Accounting for Stock-Based Compensation." 

Effective January 1, 2003, we adopted the fair value recognition provisions of SF AS No. 123, using the prospective 
method (as permitted under SFAS No. 148, "Accounting for Stock-Based Compensation- Transition and 
Disclosure") to all new awards granted, modified or settled after January 1, 2003. Under the prospective method, 
employee compensation expense in the first year will be recognized for new awards granted, modified, or settled. 
The options generally vest over a term of three years, therefore the expenses related to stock-based employee 
compensation included in the determination of net income for 2005, 2004 and 2003 are less than what would have 
been recorded if the fair value method was also applied to previously issued awards (see Note 2 for additional 
information on the impact of adopting SFAS No. 123). 

Foreign Currency Translation 

The functional currency for all of our foreign operations is the local currency. For these foreign entities, we 
translate income statement amounts at average exchange rates for the period, and we translate assets and liabilities 
at end-of-period exchange rates. We record these translation adjustments in Accumulated Other Comprehensive 
Loss, a separate component of Shareowners' Investment, in our consolidated balance sheets. We report exchange 
gains and losses on intercompany foreign currency transactions of a long-term nature in Accumulated Other 
Comprehensive Loss. Other exchange gains and losses are reported in income. 

Employee Benefit Plans 

Pension and postretirement health care and life insurance benefits earned during the year as well as interest on 
projected benefit obligations are accrued currently. Prior service costs and credits resulting from changes in plan 
benefits are amortized over the average remaining service period of the employees expected to receive benefits. 

In December 2005, we announced that Verizon management employees will no longer earn pension benefits or 
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earn service towards the company retiree medical subsidy after June 30, 2006. See Note 15 for additional 
information. 

Derivative Instruments 

We have entered into derivative transactions to manage our exposure to fluctuations in foreign currency exchange 
rates, interest rates and equity prices. We employ risk management strategies using a variety of derivatives 
including foreign currency forwards and collars, equity options, interest rate swap agreements and interest rate 
locks. We do not hold derivatives for trading purposes. 

In accordance with SFAS No. 133, "Accounting for Derivative Instruments and Hedging Activities" and related 
amendments and interpretations, we measure all derivatives, including derivatives embedded in other financial 
instruments, at fair value and recognize them as either assets or liabilities on our consolidated balance sheets. 
Changes in the fair values of derivative instruments not qualifying as hedges or any ineffective portion of hedges 
are recognized in earnings in the current period. Changes in the fair values of derivative instruments used 
effectively as fair value hedges are recognized in earnings, along with changes in the fair value of the hedged item. 
Changes in the fair value of the effective portions of cash flow hedges are reported in other comprehensive income 
(loss), and recognized in earnings when the hedged item is recognized in earnings. 

Recent Accounting Pronouncements 

Stock-Based Compensation 

In December 2004, the FASB issued SFAS No. 123(R), "Share-Based Payment," which revises SFAS No. 123. 
SF AS No. 123(R) requires all share-based payments to employees, including grants of employee stock options, to 
be recognized as compensation expense based on their fair value. Effective January 1, 2003, Verizon adopted the 
fair value recognition provisions of SFAS No. 123. We plan to adopt SFAS No. 123(R) effective January 1, 2006, 
using the modified prospective method and expect that any impact will not be material to our financial position or 
ongoing results of operations. 

~ore 2 

Directory Accounting 

Effective January 1, 2003, we changed our method for recognizing revenues and expenses in our directory business 
from the publication-date method to the amortization method. The cumulative effect of this accounting change 
resulted in a charge of $2,697 million ($1,647 million after-tax), recorded as of January 1, 2003. 

Stock - Based Compensation 

As discussed in Note 1, we adopted the fair value recognition provisions of SF AS No. 123 using the prospective 
method as permitted under SF AS No. 148. The following table illustrates the effect on reported net income and 
earnings per share if the fair value method had been applied to all outstanding and unvested options in each period. 

dollars in millions, except per share amounts) 

ears Ended December 31, 

2003 
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Net Income, As Reported I 1$ 7,397 II I 
7,831 $ 3,077 

fAdd: Stock option-related employee compensation expense included in reported net incom¥, get of related lt~x I I I I 
effects 57 53 

44 

peduct: Total stock option-related employee compensation expense determined under fair yalpe based meth§d [or I I I 
all awards, net of related tax effects (57 ) (124 

(215 

rro Forma Net Income 1 1$ 7,397 

7,760 $ 2,906 

~arnings Per Share I I II I 

~asic - as reported I 1$ 2.67 II 1$ 
2.83 $ 1.12 

~asic - pro forma ~.67 II ~.80 
1.05 

piluted - as reported ~.65 II ~.79 
1.12 

piluted - pro forma ~.65 II ~.77 
1.06 

After-tax compensation expense for other stock-based compensation included in net income as reported for the 
years ended December 31, 2005, 2004 and 2003 was $370 million, $254 million and $80 million, respectively. 

For additional information on assumptions used to determine the pro forma amounts as well as other information 
related to our stock-based compensation plans, see Note 14. 

Asset Retirement Obligations 

II I 

II I 

II I 

II I 

II I 

II I 
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We adopted the provisions of SFAS No. 143 on January 1, 2003. SFAS No. 143 requires that companies recognize 
the fair value of a liability for asset retirement obligations in the period in which the obligations are incurred and 
capitalize that amount as part of the book value of the long-lived asset. We determined that Verizon does not have 
a material legal obligation to remove long-lived assets as described by this statement. However, prior to the 
adoption of SFAS No. 143, we included estimated removal costs in our group depreciation models. Consequently, 
in connection with the initial adoption of SF AS No. 143 we reversed accrued costs of removal in excess of salvage 
from our accumulated depreciation accounts for these assets. The adjustment was recorded as a cumulative effect of 
an accounting change, resulting in the recognition of a gain of $3,499 million ($2, 150 million after-tax). 
Additionally, on December 31, 2005, FASB Interpretation (FIN) No. 47, "Accounting for Conditional Asset 
Retirement Obligations- an interpretation ofFASB Statement No. 143" became effective. There was no impact of 
the adoption of FIN No. 47 on Verizon's results of operations or financial position. 

Note 3 

Discontinued Operations and Sales of Businesses, Net 

Discontinued Operations 

Verizon Information Services Canada 

During 2004, we announced our decision to sell Verizon Information Services Canada Inc. to an affiliate ofBain 
Capital, a global private investment firm, for $1,540 million (Cdn. $1,985 million). The sale closed during the 
fourth quarter of2004 and resulted in a gain of$1,017 million ($516 million after-tax). In accordance with SFAS 
No. 144, we have classified the results of operations ofVerizon Information Services Canada as discontinued 
operations in the consolidated statements of income in all years through the date of divestiture. Summarized results 
of operations for Verizon Information Services Canada are as follows: 

dollars in millions) 

ears Ended December 31, 

2004 

2003 

~ncome from operations ofVerizon Information Services Canada before income taxes 

99 

$ 88 

IGain on sale of investment 

1,017 

II 

II 
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~ncome tax provision 

(546 

) 

(39 ) 

~ncome on discontinued operations, net of tax 1$ 
570 

$ 49 

Included in income from operations ofVerizon Information Services Canada before income taxes in the preceding 
table are operating revenues of Verizon Information Services Canada prior to its sale in the fourth quarter of 2004 
of $280 million and $284 million for the years ended December 31, 2004 and 2003, respectively. 

lusacell 

Discontinued operations also include the results of operations of Grupo Iusacell, S.A. de C.V. (Iusacell) prior to the 
sale of Iusacell in July 2003. In connection with the decision to sell our interest in Iusacell and a comparison of 
expected sale proceeds, less cost to sell, to the net book value of our investment in Iusacell (including the foreign 
currency translation balance), we recorded a pretax loss of $957 million ($931 million after-tax) in the second 
quarter of 2003. This loss included $317 million of goodwill. 

Summarized results of operations for Iusacell, which was part of our International segment, follows: 

I I 

I 
~dollars in millions) 

Year Ended December 31, 2003 

LOSS from operations of Iusacell before income taxes $ -
nvestment loss (957 ) 

ncome tax benefit 22 

LOSS on discontinued operations, net of tax $ (935 ) 

Included in loss from operations of Iusacell before income taxes in the preceding table are operating revenues of 
$181 million for the year ended December 31, 2003. 

Sales of Businesses, Net 

Verizon Hawaii Inc. 

During the second quarter of 2004, we entered into an agreement to sell our wireline and directory businesses in 
Hawaii, including Verizon Hawaii Inc. which operated approximately 700,000 switched access lines, as well as the 
services and assets ofVerizon Long Distance, Verizon 

Online, Verizon Information Services and Verizon Select Services Inc. in Hawaii, to an affiliate of The Carlyle 
Group. This transaction closed during the second quarter of 2005. In connection with this sale, we received net 
proceeds of $1,326 million and recorded a net pretax gain of $530 million ($336 million after-tax). As a result of 
entering into the agreement to sell the Hawaii businesses, we separately classified the assets held for sale and 

II 

II 

GTEOSI00004284 



related liabilities in the December 31, 2004 condensed consolidated balance sheet. Additional detail related to the 
assets held for sale, and related liabilities, follows: 

dollars in millions) 

At December 31, 2004 

Current assets $ 109 

Plant, property and equipment, net 820 

Other non-current assets 21 

Total assets $ 950 

Debt maturing within one year $ 125 

Other current liabilities 48 

LOng-term debt 302 

Other non-current liabilities 50 

Total liabilities $ 525 

Other Transactions 

In 2003, we recorded a net pretax gain of $141 million ($88 million after-tax) primarily related to the sale of our 
European directory publication operations in Austria, the Czech Republic, Gibraltar, Hungary, Poland and 
Slovakia. 

Facility and Employee-Related Items 

During 2005, we recorded a net pretax gain of $18 million ($8 million after-tax) in connection with our planned 
relocation of several functions to Verizon Center, including a pretax gain of $120 million ($72 million after-tax) 
related to the sale of a New York City office building, partially offset by a pretax charge of $102 million ($64 
million after-tax) primarily associated with relocation-related employee severance costs and related activities. 

During 2005, we recorded a net pretax charge of $98 million ($59 million after-tax) related to the restructuring of 
the Verizon management retirement benefit plans. This pretax charge was recorded in accordance with SF AS No. 
88, "Employers' Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for 
Termination Benefits" and SF AS No. 106, "Employers' Accounting for Postretirement Benefits Other Than 
Pensions" and includes the unamortized cost of prior pension enhancements of $441 million offset partially by a 
pretax curtailment gain of $343 million related to retiree medical benefits. In connection with this restructuring, 
management employees will no longer earn pension benefits or earn service towards the company retiree medical 
subsidy after June 30, 2006, after receiving an 18-month enhancement of the value of their pension and retiree 
medical subsidy, but will receive a higher savings plan matching contribution. 

In addition, during 2005 we recorded a charge of $59 million ($36 million after-tax) associated with employee 
severance costs and severance-related activities in connection with the voluntary separation program for surplus 
union-represented employees. 

During 2004, we recorded pretax pension settlement losses of $815 million ($499 million after-tax) related to 
employees that received lump-sum distributions during 2004 in connection with the voluntary separation plan 
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under which more than 21,000 employees accepted the separation offer in the fourth quarter of 2003. These 
charges were recorded in accordance with SF AS No. 88, which requires that settlement losses be recorded once 
prescribed payment thresholds have been reached. 

Total pension, benefit and other costs related to severance activities were $5,524 million ($3,399 million after-tax) 
in 2003, primarily in connection with the voluntary separation of more than 25,000 employees, as follows: 

I· I ~n connection with the voluntary separation of more than 21,000 employees during the fourth quarter of 2003, 
we recorded a pretax charge of $4,695 million ($2,882 million after-tax). This pretax charge included $2,716 
million recorded in accordance with SF AS No. 88 and SF AS No. 106, for pension and postretirement benefit 
enhancements and a net curtailment gain for a significant reduction of the expected years of future service 
resulting from early retirements. In addition, we recorded a pretax charge of $76 million for pension settlement 
losses related to lump-sum settlements of some existing pension obligations. The fourth quarter pretax charge also 
included severance costs of$1,720 million and costs related to other severance-related activities of$183 million. 

I· w~ also recorded a special charge in 2oo3 of$235 million ($15o million after-tax) primarily associated with 
employee severance costs and severance-related activities in connection with the voluntary separation of 
approximately 4,000 employees. In addition, we recorded pretax pension settlement losses of $131 million ($81 
million after-tax) in 2003 related to employees that received lump-sum distributions during the year in connection 

with previously announced employee separations. 

I· Fpl[ther, in 2003 we recorded a special charge of $463 million ($286 million after-tax) in connection with 
enhanced pension benefits granted to employees retiring in the first half of 2003, estimated costs associated with 
the July 10, 2003 Verizon New York arbitration ruling and pension settlement losses related to lump-sum pay-outs 
in 2003. On July 10, 2003, an arbitrator ruled that Verizon New York's termination of 2,300 employees in 2002 
was not permitted under a union contract; similar cases were pending impacting an additionall,100 employees. 
Verizon offered to reinstate all 3,400 impacted employees, and accordingly, recorded a charge in the second 

quarter of 2003 representing estimated payments to employees and other related company-paid costs. 

Tax Matters 

During 2005, we recorded a tax benefit of $336 million in connection with capital gains and prior year investment 
losses. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to prior year investment losses. The investment losses pertain to 
Iusacell, CTI Holdings, S.A. (CTI) and TelecomAsia. 

Also during 2005, we recorded a net tax provision of $206 million related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act of 2004, which provides for a favorable federal income tax 
rate in connection with the repatriation of foreign earnings, provided the criteria described in the law is met. Two 
ofVerizon's foreign investments repatriated earnings resulting in income taxes of $332 million, partially offset by 
a tax benefit of $126 million. 

As a result of the capital gain realized in 2004 in connection with the sale ofVerizon Information Services 
Canada, we recorded tax benefits of $234 million in the fourth quarter of 2004 pertaining to prior year investment 
impairments. The investment impairments primarily related to debt and equity investments in CTI, Cable & 
Wireless plc and NTL Incorporated. 

Other Charges and Special Items 
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During 2005, we recorded pretax charges of $139 million ($133 million after-tax) including a pretax impairment 
charge of $125 million ($125 million after-tax) pertaining to our leasing operations for aircraft leases involved in 
recent airline bankruptcy proceedings and a pretax charge of $14 million ($8 million after-tax) in connection with 
the early retirement of debt. 

In 2004, we recorded an expense credit of $204 million ($123 million after-tax) resulting from the favorable 
resolution of pre-bankruptcy amounts due from MCI. Previously reached settlement agreements became fully 
effective when MCI emerged from bankruptcy proceedings in the second quarter of 2004. 

Also during 2004, we recorded a charge of $113 million ($87 million after-tax) related to operating asset losses 
pertaining to our international long distance and data network. In addition, we recorded pretax charges of $55 
million ($34 million after-tax) in connection with the early retirement of debt. 

During 2003, we recorded other special pretax charges of $557 million ($419 million after-tax). These charges 
included $240 million ($156 million after-tax) primarily in connection with environmental remediation efforts 
relating to several discontinued businesses, including a former facility that processed nuclear fuel rods in 
Hicksville, New York (see Note 22) and a pretax impairment charge of $184 million ($184 million after-tax) 
pertaining to our leasing operations for airplanes leased to airlines experiencing financial difficulties and for power 
generating facilities. These 2003 charges also include pretax charges of $61 million ($38 million after-tax) related 
to the early retirement of debt and other pretax charges of $72 million ($41 million after-tax). 

Note 5 

Marketable Securities and Other Investments 

We have investments in marketable securities which are considered "available-for-sale" under SF AS No. 115. 
These investments have been included in our consolidated balance sheets in Investments in Unconsolidated 
Businesses and Other Assets. 

Under SF AS No. 115, available-for-sale securities are required to be carried at their fair value, with unrealized 
gains and losses (net of income taxes) that are considered temporary in nature recorded in Accumulated Other 
Comprehensive Loss. The fair values of our investments in marketable securities are determined based on market 
quotations. We continually evaluate our investments in marketable securities for impairment due to declines in 
market value considered to be other than temporary. That evaluation includes, in addition to persistent, declining 
stock prices, general economic and company-specific evaluations. In the event of a determination that a decline in 
market value is other than temporary, a charge to earnings is recorded in Income From Other Unconsolidated 
Businesses in the consolidated statements of income for all or a portion of the unrealized loss, and a new cost basis 
in the investment is established. As ofDecember 31, 2005, no impairments were determined to exist. 

The following table shows certain summarized information related to our investments in marketable securities: 

dollars in millions) 

oss Unrealized Gain 

Gross Unrealized Losses 

Fair Value 

fAt December 31,2005 

~nvestments in unconsolidated businesses 

II 

II 
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) $ 225 

pther assets I ~25 I lt4 
239 

1$ 440 I 1$ 27 

) $ 464 

fAt December 31,2004 I I I 

~nvestments in unconsolidated businesses 1$ 184 1$ 7 

) $ 187 

pther assets I 1149 I ~0 1-

$ (4 

$ 376 

Our investments in marketable securities are primarily bonds and mutual funds. 

On April 9, 2005, Verizon entered into a stock purchase agreement with eight entities affiliated with Carlos Slim 
Helu to purchase 43.4 million shares ofMCI common stock for $25.72 per share in cash plus an additional cash 
amount of 3% per annum from April 9, 2005 until the closing of the purchase of those shares. The transaction 
closed on May 17, 2005 and the additional cash payment was made through May 13, 2005. The total cash payment 
was $1,121 million. Under the stock purchase agreement, Verizon will pay the Slim entities an adjustment at the 
end of one year in an amount per MCI share calculated by multiplying (i) .7241 by (ii) the amount, if any, by 
which the price ofVerizon's common stock exceeds $35.52 per share (measured over a 20-day period), subject to a 
maximum excess amount per Verizon share of $26.98. After the closing of the stock purchase agreement, Verizon 
transferred the shares ofMCI common stock it had purchased to a trust established pursuant to an agreement 
between Verizon and the Department of Justice. We received the special dividend of $5.60 per MCI share on these 
43.4 million MCI shares, or $243 million, on October 27, 2005. See Note 24 for additional information about the 
MCI merger. 

During 2004, we sold all of our investment in Iowa Telecom preferred stock, which resulted in a pretax gain of $43 
million ($43 million after-tax) included in Income From Other Unconsolidated Businesses in the consolidated 
statements of income. The preferred stock was received in 2000 in connection with the sale of access lines in Iowa. 

Certain other investments in securities that we hold are not adjusted to market values because those values are not 
readily determinable and/or the securities are not marketable. We have, however, adjusted the carrying values of 
these securities in situations where we believe declines in value below cost were other than temporary. During 
2003, we recorded a net pretax gain of $176 million as a result of a payment received in connection with the 
liquidation of Genuity, Inc. In connection with this payment, Verizon recorded a contribution of $150 million to 
Verizon Foundation to fund its charitable activities and increase its self-sufficiency. Consequently, we recorded a 
net gain of $17 million after taxes related to this transaction and the accrual of the Verizon Foundation 
contribution. The carrying values for investments not adjusted to market value were $5 million at December 31, 
2005 and $52 million at December 31, 2004. 

lant, Property and Equipment 

The following table displays the details of plant, property and equipment, which is stated at cost: 

II 

II 

II 

II 

II 
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dollars in 

millions) 

~t December 31, ~005 Ill 
2004 

and $ 753 

$ 

772 

~uildings and equipment 116,800 Ill 
16,159 

!Network equipment 1156,719 Ill 
149,261 

furniture, office and data processing equipment 112,929 Ill 
13,064 

~ork in progress 11,651 Ill 
1,719 

~easehold improvements ~,373 Ill 
1,948 

ther ,385 

2,599 

193,610 

185,522 

[Accumulated depreciation 1(118,305 Ill 
) 

(111,398 

) 

[Total I 1$ 75,305 Ill 
$ 

74,124 

~ote 7 

Goodwill and Other Intangible Assets 

Goodwill 
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Changes in the carrying amount of goodwill are as follows: 

(dollars in millions) 

Information Services 

International Total 

~alance at December 31,2003 1$ 3I4 1$ 77 1$ II 
444 $ 835 
!Goodwill reclassifications and other II I 1- II II 

2 
~alance at December 31,2004 13I5 I p7 II 

445 837 
!Goodwill reclassifications and other I 1- 1- b II 

) (I ) 

~alance at December 31,2005 I 1$ 315 I 1$ 77 1$ II 
444 $ 836 

Other Intangible Assets 

(dollars in millions) 

I bt December 31, 2005 I II bt 

December 31, 2004 

I pross Carrying A~ou~t I II I I I 
Accumulated Amortization 

Gross Carrying Amount Accumulated 

Amortization 

[Amortized intangible assets: I I I I I II I I I 

!customer lists (I to 7 years) I 1$ 3,452 I 1$ 3,295 I II 1$ I I 
3,444 $ 2,832 
!Non-network internal-use software (I to 7 years) 17,504 ~,427 I II I I I 

6,866 2,997 
pther (I to 20 years) I ~3 ~4 I II ~2 I I 

22 
[otal I 1$ 11,039 1$ 6,746 I II 1$ I I 
10,372 $ 5,85I 
~namortized intangible assets: I I I I I II I I I 

K\lireless licenses I 1$ 47,804 I I I II 1$ I I 
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42,090 

Intangible asset amortization expense was $1,528 million, $1,402 million, and $1,397 million for the years ended 
December 31, 2005, 2004 and 2003, respectively. It is estimated to be $1,183 million in 2006, $868 million in 
2007, $702 million in 2008, $565 million in 2009 and $349 million in 2010, primarily related to customer lists 
and non-network internal-use software. 

~ote 8 

~nvestments in Unconsolidated Businesses 

Our investments in unconsolidated businesses are comprised of the following: 

r dollars in millions) 

poos 
2004 

bt December 31, !ownership II ~nvestment 
Ownership Investment 

~quity Investees I II 

lcANTV 128.5 IOJ I 1$ 
152 28.5 % $ 

199 

K'odafone Omnitel 123.1 II ~,591 
23.1 4,642 

pther I K'arious II 1772 
Various 876 

[otal equity investees II ~,515 
5,717 

lcost Investees I K'arious II l1,o89 
Various 138 

[otal investments in unconsolidated businesses I I II 1$ 4,604 
$ 5,855 

Dividends and repatriations of foreign earnings received from investees amounted to $2,336 million in 2005, $162 
million in 2004 and $198 million in 2003, respectively, and are reported in Other, Net operating activities in the 
consolidated statements of cash flows. 

Equity Investees 

CANTV 

Compafiia An6nima Nacional Teh~fonos de Venezuela (CANTY) is Venezuela's largest full-service 
telecommunications provider. CANTY offers local services, national and international long distance, Internet 

II 

II 

II 

II 

II 

II 

II 

II 
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access and wireless services in Venezuela as well as public telephone, private network, data transmission, directory 
and other value-added services. 

Vodafone Omnitel 

Vodafone Omnitel N.V. (Vodafone Omnitel) is an Italian digital cellular telecommunications company. It is the 
second largest wireless provider in Italy. At December 31, 2005 and 2004, our investment in Vodafone Omnitel 
included goodwill of $937 million and $1,072 million, respectively. 

During 2005, we repatriated $2,202 million ofVodafone Omnitel's earnings through the repurchase of issued and 
outstanding shares of its equity. Vodafone Omnitel's owners, Verizon and Vodafone Group Plc (Vodafone), 
participated on a pro rata basis; consequently, Verizon's ownership interest after the share repurchase remained at 
23.1%. 

TEL US 

TELUS Corporation (TELUS) is a full-service telecommunications provider and provides subscribers with a full 
range of telecommunications products and services including data, voice and wireless services across Canada. 

During the fourth quarter of 2004, we recorded a pretax gain of $787 million ($565 million after-tax) on the sale of 
our 20.5% interest in TELUS in an underwritten public offering in the U.S. and Canada. In connection with this 
sale transaction, Verizon recorded a contribution of $100 million to Verizon Foundation to fund its charitable 
activities and increase its self-sufficiency. Consequently, we recorded a net gain of $500 million after taxes related 
to this transaction and the accrual of the Verizon Foundation contribution. 

Other Equity lnvestees 

Verizon has limited partnership investments in entities that invest in affordable housing projects, for which 
Verizon provides funding as a limited partner and receives tax deductions and tax credits based on its partnership 
interests. At December 31, 2005 and 2004, Verizon had equity investments in these partnerships of $652 million 
and $755 million, respectively. Verizon currently adjusts the carrying value of these investments for any losses 
incurred by the limited partnerships through earnings. 

During 2003, we recorded a pretax gain of $348 million on the sale of our interest in Eurotel Praha, spol. s r.o. In 
connection with this sale transaction, Verizon recorded a contribution of $150 million to Verizon Foundation to 
fund its charitable activities and increase its self-sufficiency. Consequently, we recorded a net gain of $27 million 
after taxes related to this transaction and the accrual of the Verizon Foundation contribution. 

The remaining investments include wireless partnerships in the U.S., and several other domestic and international 
investments. 

Cost Investees 

Some of our cost investments are carried at their current market value. Other cost investments are carried at their 
original cost, except in cases where we have determined that a decline in the estimated market value of an 
investment is other than temporary as described in Note 5. Our cost investments include a variety of domestic and 
international investments primarily involved in providing telecommunication services. 

The increase in our cost investments in unconsolidated businesses is primarily the result of the purchase of 43.4 
million shares ofMCI common stock from eight entities affiliated with Carlos Slim Helu (see Note 5). 
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~ote9 

Minority interests in equity of subsidiaries were as follows: 

(dolla 

rs in millions) 

t December 31, 

2005 

2004 

Minority interests in consolidated subsidiaries*: I I I I 

~ireless joint venture (55%) I I I I 
$ 

24,683 

$ 

23,034 

!cellular partnerships and other (various) I I I I 
1,65 

2 

1,58 

4 

[ELPRI (52%) I I I I 
319 

335 

freferred securities issued by subsidiaries I I I I 
100 

100 

$ 

26,754 

$ 

25,053 

I* ~ndicated ownership percentages are Verizon's consolidated interests. 
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Wireless Joint Venture 

The wireless joint venture was formed in April 2000 in connection with the combination of the U.S. wireless 
operations and interests of Verizon and Vodafone. The wireless joint venture operates as Verizon Wireless. 
Verizon owns a controlling 55% interest in Verizon Wireless and Vodafone owns the remaining 45%. 

Under the terms of an investment agreement, Vodafone may require Verizon Wireless to purchase up to an 
aggregate of $20 billion worth of Vodafone' s interest in Verizon Wireless at designated times at its then fair 
market value. In the event Vodafone exercises its put rights, we have the right, exercisable at our sole discretion, to 
purchase up to $12.5 billion ofVodafone's interest instead ofVerizon Wireless for cash or Verizon stock at our 
option. Vodafone had the right to require the purchase of up to $10 billion during the 61-day period opening on 
June 10 and closing on August 9 in 2005, and did not exercise that right. As a result, Vodafone still has the right 
to require the purchase of up to $20 

billion worth of its interest, not to exceed $10 billion in any one year, during a 61-day period opening on June 10 
and closing on August 9 in 2006 and 2007. Vodafone also may require that Verizon Wireless pay for up to $7.5 
billion of the required repurchase through the assumption or incurrence of debt. 

Cellular Partnerships and Other 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless in a transaction valued at approximately $1.7 billion, including $550 million of 
net debt. The resulting limited partnership is controlled and managed by Verizon Wireless. In exchange for its 
contributed assets, Price received a limited partnership interest in the new partnership which is exchangeable into 
common stock of Verizon Wireless if an initial public offering of that stock occurs, or into the common stock of 
Verizon on the fourth anniversary of the asset contribution date if the initial public offering ofVerizon Wireless 
common stock does not occur prior to then. The price of the Verizon common stock used in determining the 
number ofVerizon common shares received in an exchange is also subject to a maximum and minimum amount. 

TELPRI 

Telecomunicaciones de Puerto Rico, Inc. (TELPRI) provides local, wireless, long distance, paging and Internet­
access services in Puerto Rico. 

Preferred Securities Issued By Subsidiaries 

On December 7, 2005, Verizon issued a notice to redeem $100 million Verizon International Holdings Ltd. Series 
A variable term voting cumulative preferred stock on January 15, 2006 at the redemption price per share of 
$100,000, plus accrued and unpaid dividends. 

As Lessor 

We are the lessor in leveraged and direct financing lease agreements under which commercial aircraft and power 
generating facilities, which comprise the majority of the portfolio, along with industrial equipment, real estate 
property, telecommunications and other equipment are leased for remaining terms of less than 1 year to 50 years as 
ofDecember 31, 2005. Minimum lease payments receivable represent unpaid rentals, less principal and interest on 
third-party nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this 
debt, which holds a senior security interest in the leased equipment and rentals, the related principal and interest 

GTEOSI00004294 



have been offset against the minimum lease payments receivable in accordance with GAAP. All recourse debt is 
reflected in our consolidated balance sheets. See Note 4 for information on lease impairment charges. 

Finance lease receivables, which are included in Prepaid Expenses and Other and Other Assets in our consolidated 
balance sheets are comprised of the following: 

dollars in millions) 

t December 31, 005 

2004 

~everaged Le1s~s I I pifect Finance Lease~ I I fdtal 

Leveraged Leases Direct F ina nee Leases 

Total 

Minimum lease payments receivable I 1$ 3,847 II 1$ 123 II 1$ 3,970 II 1$ 4,133 II 
$ 173 $ 4,306 

~stimated residual value I 11,937 II r II 11,946 II ~,319 II 
15 2,334 

~nearned income I 1(2,260 ~ I 1(11 ~I 1(2,271 ~ I 1(2,631 ~ I 
(19 ) (2,650 ) 

I 1$ 3,524 II 1$ 121 II ~,645 II 1$ 3,821 II 
$ 169 3,990 

fAllowance for doubtful accounts I I II I II 1(375 ~ I I II 
(326 ) 

finance lease receivables, net I I II I II 1$ 3,270 II I II 
$ 3,664 

!current I I II I II 1$ 30 II I II 
$ 43 

!Noncurrent I I II I II 1$ 3,240 II I II 
$ 3,621 

Accumulated deferred taxes arising from leveraged leases, which are included in Deferred Income Taxes, 
amounted to $3,049 million at December 31, 2005 and $3,226 million at December 31, 2004. 

The following table is a summary of the components of income from leveraged leases: 

dollars in 

millions) 

~ears Ended December 31, ~005 
2004 

2003 

fretax lease income 1$ 119 

$ 63 

$ 108 

I 

I 

I 

I 

I 

I 

I 

I 

II 

II 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II 

II 
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~ncome tax expense/(benefit) 1(25 ~ I 
(52) 

11 

~nvestment tax credits I ~ II 
3 

The future minimum lease payments to be received from noncancelable leases, net of nonrecourse loan payments 
related to leveraged and direct financing leases in excess of debt service requirements, for the periods shown at 
December 31, 2005, are as follows: 

dollars in millions) 

ears apital Leases 

3 

Operating Leases 

006 103 

$ 22 

007 122 

7 

008 128 

4 

009 187 

6 

010 161 

2 

[hereafter 
I 13,269 

otal 3,970 

$ 41 

As Lessee 

We lease certain facilities and equipment for use in our operations under both capital and operating leases. Total 
rent expense from continuing operations under operating leases amounted to $1,532 million in 2005, $1,347 
million in 2004 and $1,334 million in 2003. 

Capital lease amounts included in plant, property and equipment are as follows: 

dollars in millions) 

At December 31, 2005 2004 

Capital leases $ 313 $ 596 

II 

II 

I I Ill 

I I Ill 

I I Ill 
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ccumulated amortization (137 ) (412 

otal $ 176 $ 184 

The aggregate minimum rental commitments under noncancelable leases for the periods shown at December 31, 
2005, are as follows: 

dollars in millions) 

ears apital Leases 

Operating 

Leases 

006 37 

$ 1,184 

007 8 

791 

008 1 

652 

009 

504 

010 

316 

hereafter 

1,050 

[otal minimum rental commitments 

$ 4,497 

~ess interest and executory costs 1(54) 

fresent value of minimum lease payments 

~ess current installments 1(17) 

~ong-term obligation at December 31, 2005 

As ofDecember 31, 2005, the total minimum sublease rentals to be received in the future under noncancelable 
operating and capital subleases were $46 million and $1 million, respectively. 

~oren 
ebt 

II 

II 

II 

II 

II 
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Debt Maturing Within One Year 

Debt maturing within one year is as follows: 

~ollars in millions) 
t December 31, 

2005 

2004 

OCJong-term debt maturing within one year 

$ 4,926 

$ 3,569 
ICommercial paper 

2,204 

pther short -term debt 

11 

24 
tfotal debt maturing within one year 

$ 7,141 

$ 3,593 

The weighted average interest rate for our commercial paper at year-end December 31, 2005 was 4.3%. There was 
no commercial paper outstanding at December 31, 2004. 

I I I I 

I I I I 

I I I I 

I I I I 

I I I I 

GTEOSI00004298 



Capital expenditures (primarily construction of telephone plant) are partially financed, pending long-term 
financing, through bank loans and the issuance of commercial paper payable within 12 months. 

At December 31, 2005, we had approximately $6.7 billion of unused bank lines of credit. Certain of these lines of 
credit contain requirements for the payment of commitment fees. 

Long-Term Debt 

Outstanding long-term debt obligations are as follows: 

dollars in millions) 

t December 31, terest Rates % aturities 

2004 

INotes payable ~.00- 8.61 I ~006- 2035 1$ 
16,310 $ 17,481 

[elephone subsidiaries - debentures and first/refunding mortgage bon¥s I ~.§3 - 7.00 I I 
2006-2042 11,869 

12,958 

I p.15- 7.65 ~007- 2032 I I 
1,725 1,825 

I p.85 - 9.67 ~010- 2031 I I 
1,926 1,930 

pther subsidiaries - debentures and other I ~.25 - 8.75 ~006- 2028 I I 
3,410 3,480 

gero-coupon convertible notes, net of unamortized discount of $790 atd ~830 13.18 I I 
2021 1,360 

1,320 

~mployee stock ownership plan loans: I I I I I I 

fuNEx debentures I 19.55 I ~010 I 1113 
145 

lcapitallease obligations (average rate 11.9% and 9.4%) I I I I 1112 
138 

froperty sale holdbacks held in escrow, vendor financing and other 13.00- 3.25 I ~006- 2009 113 
21 

~namortized discount, net of premium I I I I 1(43 

) (55 ) 

[otallong-term debt, including current maturities I I I I I I 
36,795 39,243 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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~ess: debt maturing within one year I I I I I I 

(4,926 ) (3,569 

) 

[Total long-term debt I I I I 1$ 
31,869 $ 35,674 

Telephone Subsidiaries' Debt 

Our first mortgage bonds of $172 million are secured by certain telephone operations assets. 

See Note 21 for additional information about guarantees of operating subsidiary debt. 

Zero-Coupon Convertible Notes 

In May 2001, Verizon Global Funding Corp. (Verizon Global Funding) issued approximately $5.4 billion in 
principal amount at maturity of zero-coupon convertible notes due 2021, resulting in gross proceeds of 
approximately $3 billion. The notes are convertible into shares of our common stock at an initial price of $69.50 
per share if the closing price ofVerizon common stock on the New York Stock Exchange exceeds specified levels 
or in other specified circumstances. The conversion price increases by at least 3% a year. The initial conversion 
price represents a 25% premium over the May 8, 2001 closing price of $55.60 per share. The zero-coupon 
convertible notes are callable by Verizon Global Funding on or after May 15, 2006. In addition, the notes are 
redeemable at the option of the holders on May 15th in each of the years 2004, 2006, 2011 and 2016. On May 15, 
2004, $3,292 million of principal amount of the notes ($1,984 million after unamortized discount) were redeemed 
by Verizon Global Funding. As of December 31, 2005, the remaining zero-coupon convertible notes were classified 
as debt maturing within one year since they are redeemable at the option of the holders on May 15, 2006. 

Support Agreements 

All ofVerizon Global Funding's debt has the benefit of Support Agreements between us and Verizon Global 
Funding, which give holders ofVerizon Global Funding debt the right to proceed directly against us for payment 
of interest, premium (if any) and principal outstanding should Verizon Global Funding fail to pay. The holders of 
Verizon Global Funding debt do not have recourse to the stock or assets of most of our telephone operations; 
however, they do have recourse to dividends paid to us by any of our consolidated subsidiaries as well as assets not 
covered by the exclusion. Verizon Global Funding's long-term debt, including current portion, aggregated $14,152 
million at December 31, 2005. The carrying value of the available assets reflected in our consolidated balance 
sheets was approximately $63.9 billion at December 31, 2005. 

Verizon and NYNEX Corporation are the joint and several co-obligors of the 20-Year 9.55% Debentures due 2010 
previously issued by NYNEX on March 26, 1990. As of December 31, 2005, $113 million principal amount of this 
obligation remained outstanding. In addition, Verizon Global Funding has guaranteed the debt obligations of GTE 
Corporation (but not the debt of its subsidiary or affiliate companies) that were issued and outstanding prior to July 
1, 2003. As of December 31, 2005, $3,400 million principal amount of these obligations remained outstanding. 
NYNEX and GTE no longer issue public debt or file SEC reports. See Note 21 for information on guarantees of 
operating subsidiary debt listed on the New York Stock Exchange. 

On February 1, 2006, Verizon announced the merger ofVerizon Global Funding into Verizon. 

Debt Covenants 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

II I 

II I 
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Maturities of Long-Term Debt 

Maturities oflong-term debt outstanding at December 31, 2005 are $4.9 billion in 2006, $4.7 billion in 2007, $2.5 
billion in 2008, $1.7 billion in 2009, $2.8 billion in 2010 and $20.2 billion thereafter. These amounts include the 
debt, redeemable at the option of the holder, at the earliest redemption dates. 

~ote12 
inancial Instruments 

Derivatives 

The ongoing effect of SF AS No. 133 and related amendments and interpretations on our consolidated financial 
statements will be determined each period by several factors, including the specific hedging instruments in place 
and their relationships to hedged items, as well as market conditions at the end of each period. 

Interest Rate Risk Management 

We have entered into domestic interest rate swaps, to achieve a targeted mix of fixed and variable rate debt, where 
we principally receive fixed rates and pay variable rates based on LIBOR. These swaps hedge against changes in 
the fair value of our debt portfolio. We record the interest rate swaps at fair value in our balance sheet as assets and 
liabilities and adjust debt for the change in its fair value due to changes in interest rates. The ineffective portions of 
these hedges were recorded as gains in the consolidated statements of income of $4 million and $2 million for the 
years ended December 31, 2004 and 2003, respectively. During 2005, we entered into interest rate derivatives to 
limit our exposure to interest rate changes. In accordance with the provisions of SFAS No. 133, changes in fair 
value of these cash flow hedges due to interest rate fluctuations are recognized in Accumulated Other 
Comprehensive Loss. As ofDecember 31, 2005, we have recorded unrealized gains of$5 million in Other 
Comprehensive Income (Loss) related to these interest rate cash flow hedges. 

Foreign Exchange Risk Management 

Our foreign exchange risk management includes the use of foreign currency forward contracts and cross currency 
interest rate swaps with foreign currency forwards. These contracts are typically used to hedge short -term foreign 
currency transactions and commitments, or to offset foreign exchange gains or losses on the foreign currency 
obligations and are designated as cash flow hedges. There were no foreign currency contracts outstanding as of 
December 31, 2005. We record these contracts at fair value as assets or liabilities and the related gains or losses are 
deferred in shareowners' investment as a component of Other Comprehensive Income (Loss). We have recorded 
net gains of $17 million and losses of $21 million in Other Comprehensive Income (Loss) for the years ended 
December 31, 2004 and 2003, respectively. 

Net Investment Hedges 

During 2005, we entered into zero cost euro collars to hedge a portion of our net investment in Vodafone Omnitel. 
In accordance with the provisions of SF AS No. 133 and related amendments and interpretations, changes in fair 
value of these contracts due to exchange rate fluctuations are recognized in Accumulated Other Comprehensive 
Loss and offset the impact of foreign currency changes on the value of our net investment in the operation being 
hedged. As of December 31, 2005, our positions in the zero cost euro collars have been settled. As of December 31, 
2005, we have recorded unrealized gains of $2 million in Accumulated Other Comprehensive Loss related to these 
hedge contracts. 

During 2004, we entered into foreign currency forward contracts to hedge our net investment in our Canadian 
operations and investments. In accordance with the provisions of SFAS No. 133, changes in the fair value of these 
contracts due to exchange rate fluctuations were recognized in Accumulated Other Comprehensive Loss and offset 
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the impact of foreign currency changes on the value of our net investment in the operations being hedged. During 
2004, we sold our Canadian operations and investments. Accordingly, the unrealized losses on these net 
investment hedge contracts were realized in net income along with the corresponding foreign currency translation 
balance. We recorded realized losses of $106 million ($58 million after-tax) related to these hedge contracts. 

Other Derivatives 

On May 17, 2005, we purchased 43.4 million shares ofMCI common stock under a stock purchase agreement that 
contained a provision for the payment of an additional cash amount determined immediately prior to April 9, 2006 
based on the market price ofVerizon's common stock (see Note 5). Under SFAS No. 133, this additional cash 
payment is an embedded derivative which we carry at fair value and is subject to changes in the market price of 
Verizon stock. Since this derivative does not qualify for hedge accounting under SFAS No. 133, changes in its fair 
value are recorded in the consolidated statements of income in Other Income and (Expense), Net. During 2005, we 
recorded pretax income of $57 million in connection with this embedded derivative. 

In addition, we previously entered into several other contracts and similar arrangements that require fair value 
accounting under the provisions of SFAS No. 133 and related amendments and interpretations. We recorded 
charges of $3 million, gains of $4 million and charges of $13 million as mark-to-market adjustments related to 
these instruments for the years ended December 31, 2005, 2004 and 2003, respectively. 

Concentrations of Credit Risk 

Financial instruments that subject us to concentrations of credit risk consist primarily of temporary cash 
investments, short-term and long-term investments, trade receivables, certain notes receivable including lease 
receivables, preferred stock and derivative contracts. Our policy is to deposit our temporary cash investments with 
major financial institutions. Counterparties to our derivative contracts are also major financial institutions and 
organized exchanges. The financial institutions have all been accorded high ratings by primary rating agencies. 
We limit the dollar amount of contracts entered into with any one financial institution and monitor our 
counterparties' credit ratings. We generally do not give or receive collateral on swap agreements due to our credit 
rating and those of our counterparties. While we may be exposed to credit losses due to the nonperformance of our 
counterparties, we consider the risk remote and do not expect the settlement of these transactions to have a 
material effect on our results of operations or financial condition. 

Fair Values of Financial Instruments 

The tables that follow provide additional information about our significant financial instruments: 

Financial Instrument ~aluation Method 

Cash and cash equivalents and short -term investments Carrying amounts 

Short- and long-term debt (excluding capital leases) ~arket quotes for similar terms and 

maturities or future cash flows discounted at current rates 

Cost investments in unconsolidated businesses, derivative assets and li bi ities and notes receivable 

Future cash flows discounted at current 

rates, market quotes for similar instruments or other valuation models 
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(dollars in millions) 

t December 31, 005 

2004 

!carrying AmouJt 
Value Carrying Amount 

Value 

!short- and long-term debt 1$ 38,898 1$ 40,313 

$ 39,129 $ 42,231 

lcost investments in unconsolidated businesses I 11,089 11,089 

138 138 

!short- and long-term derivative assets 
I 162 ~2 
127 127 

INotes receivable, net 
I 18o ~0 
81 81 

!short- and long-term derivative liabilities 
I 122 I ~2 

3 

~ote 13 

lEarnings Per Share and Shareowners' Investment 

Earnings Per Share 

The following table is a reconciliation of the numerators and denominators used in computing earnings per 
common share: 

dollars and shares in millions, except per share amounts) 

ears Ended December 31, 

2004 

2003 

Net Income Used For Basic Earnings Per Common Share 
I I 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 7,397 

7,261 $ 3,460 

~ncome (loss) on discontinued operations, net of tax I t 
570 

(886 

!cumulative effect of accounting change, net of tax 
I t 

503 

INet income 1$ 7,397 

7,831 $ 3,077 

Net Income Used For Diluted Earnings Per Common Share 
I I 

faiJ I I 

Fair 

I I I I 

I I I I 

I I I I 

I I I I 

13 I I 

I I I I 

I 1$ I I 

I I I I 

) 

I 1- I I 

1$ I I 

I I I I 
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~ncome before discontinued operations and cumulative effect of accounting change I I 1$ 7,397 1$ 
7,261 $ 3,460 

~2 ~7 [After-tax minority interest expense related to exchangeable equity interest I I 

21 

~8 ~1 [After-tax interest expense related to zero-coupon convertible notes I I 

61 
~ncome before discontinued operations and cumulative effect of accounting change - after asspm@d conversiop of I I 
dilutive securities 7,457 

7,329 

3,542 

~ncome (loss) on discontinued operations, net of tax 
I t I I I I 

570 

(886 ) 

!cumulative effect of accounting change, net of tax 
I t I 1- I I 

503 

INet income - after assumed conversion of dilutive securities 1$ 7,457 1$ I I 

7,899 $ 3,159 

~asic Earnings Per Common Share 
I I I I I I 

~eighted-average shares outstanding- basic I ~,766 I I I I 

2,770 

2,756 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 2.67 1$ I I 

2.62 $ 1.26 

~ncome (loss) on discontinued operations, net of tax 
I t 1.21 I I 

(.32 ) 

!cumulative effect of accounting change, net of tax 
I t I 1- I I 

.18 

INet income 1$ 2.67 1$ I I 

2.83 $ 1.12 

~iluted Earnings Per Common Share ,,, 
I I I I I I 

~eighted-average shares outstanding 
I ~,766 I I I I 

2,770 

2,756 

~ffect of dilutive securities: I I I I I I 

!stock options I ~ Is I I 

5 

~xchangeable equity interest ~9 ~9 I I 

28 

gero-coupon convertible notes 117 ~7 I I 

43 

~eighted-average shares- diluted ~,817 I I I I 

2,831 
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2,832 

~ncome before discontinued operations and cumulative effect of accounting change 
I 1$ 2.65 1$ 

2.59 $ 1.25 

~ncome (loss) on discontinued operations, net of tax 
I t 1.20 

(.31 ) 

!cumulative effect of accounting change, net of tax 
I t I 1-

.18 

INet income 1$ 2.65 1$ 
2.79 $ 1.12 

1(1) [otal per share amounts may not add due to rounding. 

Certain outstanding options to purchase shares were not included in the computation of diluted earnings per 
common share because to do so would have been anti-dilutive for the period, including approximately 242 million 
shares during 2005, 253 million shares during 2004 and 248 million shares during 2003. 

The diluted earnings per share calculation considers the assumed conversion of an exchangeable equity interest 
(see Note 9) and Verizon's zero-coupon convertible notes (see Note 11). 

Shareowners' Investment 

Our certificate of incorporation provides authority for the issuance of up to 250 million shares of Series Preferred 
Stock, $.10 par value, in one or more series, with such designations, preferences, rights, qualifications, limitations 
and restrictions as the Board of Directors may determine. 

We are authorized to issue up to 4.25 billion shares of common stock. 

On January 22, 2004, the Board of Directors authorized the repurchase of up to 80 million common shares 
terminating no later than the close of business on February 28, 2006. We repurchased 7.9 million and 9.5 million 
common shares during 2005 and 2004, respectively. 

On January 19, 2006, the Board of Directors authorized the repurchase of up to 100 million common shares 
terminating no later than the close ofbusiness on February 28, 2008. The Board of Directors also determined that 
no additional common shares may be purchased under the previous program. 

~ote 14 
;tock Incentive Plans 

We determined stock-option related employee compensation expense for 2004 and 2003 using the Black-Scholes 
option-pricing model based on the following weighted-average assumptions: 

2004 2003 

Dividend yield 4.2 % 4.0 % 

Expected volatility 31.3 30.9 

Risk-free interest rate 3.3 3.4 

Expected lives (in years) 6 6 

I I 

I I 

I I 

I I 
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We did not grant options during 2005. 

The weighted-average value of options granted during 2004 and 2003 was $7.88 and $8.41, respectively. Our stock 
incentive plans are described below: 

Fixed Stock Option Plans 

We have fixed stock option plans for substantially all employees. Options to purchase common stock were granted 
at a price equal to the market price of the stock at the date of grant. The options generally vest over three years and 
have a maximum term of ten years. 

This table summarizes our fixed stock option plans: 

Stock Options 

(in thousands) Weighted-

Average Exercise Price 

putstanding, January 1, 2003 ~61,437 
$ 48.32 

!Granted ~2,207 
38.94 

~xercised 1(4,634 

31.29 

lcanceled/forfei ted 1(7,917 

47.87 

putstanding, December 31, 2003 ~71,093 
47.86 

!Granted 116,824 

36.75 

~xercised bo,l63 

29.90 

lcanceled/forfei ted 1(6,364 

49.69 

putstanding, December 31, 2004 ~71,390 
47.80 

Granted 

II 

II 

II 

II 

II 

II 

II 

II 

II 
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~xercised b,095 II 
29.74 

lcanceled/forfei ted 1(19,319 II 
51.36 

putstanding, December 31, 2005 ~50,976 II 
47.62 

pptions exercisable, December 31, II 

003 33,374 

48.27 

004 39,093 

48.91 

005 36,158 

48.27 

The following table summarizes information about fixed stock options outstanding as of December 31, 2005: 

Stock Options Outstanding Stock Options 

Exercisable 

ange of Exercise Prices Shares (in thousands) eighted-Average 

Exercise Price Shares (in thousands) Weighted-Average Exercise Price 

1$20.00- 29.99 132 16.74 I years I 1$ 27.25 132 
$ 27.25 

1 3o.oo- 39.99 I 156,085 15.24 136.73 ~1,281 
36.52 

1 4o.oo- 49.99 198,448 ~.65 ~5.33 198,435 

45.33 

1 so.oo- s9.99 195,087 ~.11 ls6.22 195,086 

56.22 

1 6o.oo- 69.99 11,324 13.79 ~2.11 11,324 

62.11 

[otal I ~50,976 ~.57 ~7.62 ~36,158 
48.27 

Perlormance-Based Shares 

In 2005, stock compensation awards consisted of performance-based stock units and restricted stock units that vest 

GTEOSI00004307 



over three years. The 2005 performance-based stock units and restricted stock units will be paid in cash upon 
vesting. The expense associated with these awards is disclosed as part of other stock-based compensation (see Note 
2). 

In 2004, stock compensation awards consisted of stock options, performance-based stock units and restricted stock 
units that vest over three years. The 2004 performance-based stock units and restricted stock units will be paid in 
cash upon vesting. The expense associated with these awards is disclosed as part of other stock-based 
compensation (see Note 2). 

In 2003, stock compensation awards consisted of stock options and performance-based stock units that vest over 
three years. This was the first grant of performance based shares since 2000, when certain key Verizon employees 
were granted restricted stock units that vest over a three to five year period. 

The number of shares accrued for the performance-based share programs was 5,521,000, 5,993,000 and 6,707,000 
at December 31, 2005, 2004 and 2003, respectively. 

~ote 15 

We maintain noncontributory defined benefit pension plans for many of our employees. The postretirement health 
care and life insurance plans for our retirees and their dependents are both contributory and noncontributory and 
include a limit on the company's share of cost for certain recent and future retirees. We also sponsor defined 
contribution savings plans to provide opportunities for eligible employees to save for retirement on a tax-deferred 
basis. We use a measurement date of December 31 for our pension and postretirement health care and life 
insurance plans. 

Pension and Other Postretirement Benefits 

Pension and other postretirement benefits for many of our employees are subject to collective bargaining 
agreements. Modifications in benefits have been bargained from time to time, and we may also periodically amend 
the benefits in the management plans. 

In December 2005, we announced that Verizon management employees will no longer earn pension benefits or 
earn service towards the company retiree medical subsidy after June 30, 2006. In addition, new management 
employees hired after December 31, 2005 are not eligible for pension benefits and managers with less than 13.5 
years of service as of June 30, 2006 are not eligible for company-subsidized retiree healthcare or retiree life 
insurance benefits. Beginning July 1, 2006, management employees will receive an increased company match on 
their savings plan contributions. 

The following tables summarize benefit costs, as well as the benefit obligations, plan assets, funded status and rate 
assumptions associated with pension and postretirement health care and life insurance benefit plans. 

Obligations and Funded Status 

dollars in millions) 

fension I I health Care and Life 
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bt December 31, ~005 II poo4 II ~005 II I 
2004 

!change in Benefit Obligation I I II I II I II I 

~eginning of year I 1$ 37,395 II 1$ 40,968 II 1$ 27,077 II I 
$ 24,581 

!service cost lnt II Pl2 II ~73 II I 
282 

~nterest cost ~,070 II ~,289 II lt,519 II I 
1,479 

flan amendments lt81 II 1(65 D I ~9 II I 
248 

fActuarialloss, net ~90 II ~,467 II ~20 II I 
2,017 

~enefits paid 1(2,977 D I 1(2,884 D I 1(1,706 ) II I 
(1,532 ) 

[ermination benefits In II ~ II It II I 
2 

!settlements 1(35 D I 1(6, 105 D I t II I 

[Acquisitions and divestitures, net 1(194 D I 1- II 1(34 ) II I 

ther (1 9 

~nd of year ~7,561 II 137,395 II ~7,809 II I 
27,077 

lchange in Plan Assets II II II 

~eginning of year ~9,106 II ~2,776 II ~,549 II I 
4,467 

fActual return on plan assets ~,246 II ~,874 II ~48 II I 
471 

!company contributions ~52 II ~43 II lt,085 II I 
1,143 

~enefits paid 1(2,977 D I 1(2,884 D I 1(1,706 ) II I 
(1,532 ) 

!settlements j(Js D I 1(6, 105 D I t II I 

[Acquisitions and divestitures, net 1(202 D I ~ II t II I 

~nd of year ~0,990 II 139,106 II ~,276 II I 
4,549 

~unded Status II II II I 

GTEOSI00004309 



~nd of year ~,429 II 11,711 II 1(23,533 ) 
(22,528 ) 

Rnrecognized I I II I II I 

[Actuarial loss, net ~,761 II 15,486 II 17,585 
7,335 

frior service cost lt,075 II 11,387 II ~,310 
4,193 

[ransition obligation It II II II lt6 
18 

INet amount recognized 1$ 9,266 II 1$ 8,585 II 1$ (11,622 
$ (10,982 

mounts recognized on the balance sheet 

frepaid pension cost (in Other Assets) 1$ 12,704 II 1$ 12,302 II 1$ 
$ 

[Assets held for sale I t II II II t 
pther assets ~78 II ~63 II t 
~mployee benefit obligation 1(5,473 ~ I 1(5,774 ~I 1(11,622 ) 

(10,953 ) 

~iabilities related to assets held for sale I t II 1- II t 
(29 ) 

Minority interest lt68 II 1145 II t 
[Accumulated other comprehensive loss lt,389 II 11,448 II t 
INet amount recognized 1$ 9,266 II 1$ 8,585 II 1$ (11,622 

) $ (10,982 

Changes in benefit obligations were caused by factors including changes in actuarial assumptions (see 
Assumptions below), curtailments and settlements. 

In 2005 as a result of our announcement regarding management retiree benefits, we recorded pre-tax expense of 
$441 million for pension curtailments and pre-tax income of $343 million for retiree medical curtailments (see 
Note 4 for additional information). 

Verizon's union contracts contain health care cost provisions that limit company payments toward health care 
costs to specific dollar amounts (known as caps). These caps pertain to both current and future retirees, and have a 
significant impact on the actuarial valuation of postretirement benefits. These caps have been included in union 
contracts for several years, but have exceeded the annual health care cost every year until 2003. During the 
negotiation of new collective bargaining agreements for union contracts covering 79,000 unionized employees in 
the second half of 2003, the date health care caps would become effective was extended and the dollar amounts of 
the caps were increased. In the fourth quarter of 2003, we began recording retiree health care costs as if there were 
no caps, in connection with the ratification of the union contracts. Since the caps are an assumption included in the 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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actuarial determination ofVerizon's postretirement obligation, the effect of extending and increasing the caps 
increased the accumulated postretirement obligation in the fourth quarter of 2003 by $5,158 million. 

In 2003 Verizon reduced its workforce using its employee severance plans (see Note 4). Additionally, in 2005, 
2004 and 2003, several of the pension plans' lump-sum pension distributions surpassed the settlement threshold 
equal to the sum of service cost and interest cost requiring settlement recognition for all cash settlements for each 
of those years. 

The accumulated benefit obligation for all defined benefit pension plans was $36,128 million and $35,389 million 
at December 31, 2005 and 2004, respectively. 

Information for pension plans with an accumulated benefit obligation in excess of plan assets follows: 

(dolla 

rs in millions) 

t December 31, 

2005 

2004 

frojected benefit obligation I I 

$ 

13,100 

$ 

12,979 

[Accumulated benefit obligation 
I I 

12,5 

75 

12,5 

08 

fair value of plan assets I I 

8,60 

5 

7,81 

6 

Net Periodic Cost 

dollars in millions) 

ension ealth Care and Life 

I I 

I I 

I I 
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ears Ended December 31, 004 003 004 

2003 

!service cost I 1$ 721 Ill$ 712 Ill$ 785 Ill$ 373 Ill$ 
282 $ 176 
~nterest cost ~,070 II ~,289 II ~,436 lllt,519 1111,479 

1,203 
~xpected return on plan assets I j(3,348 ~I b,7o9 ~ 11(4,150 ~I j(353 ~ 11(414 

) (430 ) 

[Amortization of transition asset I t I llc4 ~ 11(41 ~I ~ II~ 
2 

[Amortization of prior service cost I ~5 II ~o II ~3 II ~85 II ~34 
(9 ) 

fActuarialloss (gain), net lt46 11157 IIIC337 ~I ~78 111187 
130 

INet periodic benefit (income) cost 1(366 ~ 11(595 ~I b,284 ~ I ~,1o4 1111,770 

[ermination benefits I ~ II~ II ~,588 lilt II~ 
508 

[ermination benefits - Hawaii operajiohs sold I ~I I I-I I 1-1 I t I 
!settlement loss I t 111815 II ~29 I I t I II-

!settlement loss - Hawaii operations §o* I ~P I II- I II- I I t 
!curtailment (gain) loss and other, n~t I ~u I III II ~5 111(343 

) 2 (130 ) 

!curtailment loss - Hawaii operations! sqld I ~I I I-I I 1-1 I t I 
!subtotal ~38 111820 II ~,882 111(342 ~I ~ 

378 
[otal cost I 1$ 172 Ill$ 225 Ill$ 1,598 Ill$ 1,762 Ill$ 
1,774 $ 1,450 

The termination benefits, settlement loss and curtailment loss amounts pertaining to the Hawaii operations sold 
were recorded in the consolidated statements of income in Sales of Businesses, Net. 

Additional Information 

We evaluate each pension plan to determine whether any additional minimum liability is required. As a result of 
changes in interest rates and changes in investment returns, an adjustment to the additional minimum pension 
liability was required for a small number of plans as indicated below. The adjustment in the liability is recorded as 
a charge or (credit) to Accumulated Other Comprehensive Loss, net of tax, in shareowners' investment in the 
consolidated balance sheets. 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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dollars in 

millions) 

Rears Ended December 31, ~005 II I I I 
2004 

2003 

~ncrease (decrease) in minimum liability included in other comprehensive income, before tax 1$ (59 ~I I I I 
$ 587 

$ (513 ) 

Assumptions 

The weighted-average assumptions used in determining benefit obligations follow: 

ension 

Health Care and Life 

~t December 31, ~005 II poo4 II 
2005 2004 

piscount rate ~.7s IOJ II 
5.75 % 

5.75 % 

5.75 % 

~ate of future increases in compensation I ~.oo II 15.oo II 
4.00 4.00 

The weighted-average assumptions used in determining net periodic cost follow: 

ension 

Health Care and Life 

Rears Ended December 31, I ~005 II ~004 II ~003 II I II I II 
2005 2004 2003 

piscount rate I ls.7s I~ I ~~2~ rJ I II I II 
6.75 % 5.75 % 

6.25 % 6.75 % 

~xpected return on plan assets I ls.so II 18.50 II 18.50 II I II I II 
7.75 8.50 8.50 

~ate of compensation increase I ls.oo II 15.oo II 15.oo II I II I II 
4.00 4.00 4.00 
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In order to project the long-term target investment return for the total portfolio, estimates are prepared for the total 
return of each major asset class over the subsequent 10-year period, or longer. Those estimates are based on a 
combination of factors including the following: current market interest rates and valuation levels, consensus 
earnings expectations, historical long-term risk premiums and value-added. To determine the aggregate return for 
the pension trust, the projected return of each individual asset class is then weighted according to the allocation to 
that investment area in the trust's long-term asset allocation policy. 

The assumed Health Care Cost Trend Rates follow: 

ealth 

Care and Life 

bt December 31, ~005 

2004 

2003 

kealth care cost trend rate assumed for next year I I 
10.00 

% 

10.00 
% 

10.00 
% 

~ate to which cost trend rate gradually declines ~.00 

5.00 

5.00 

ty ear the rate reaches level it is assumed to remain thereafter ~010 

2009 

2008 

Assumed health care trend rates have a significant effect on the amounts reported for the health care plans. A one­
percentage-point change in the assumed health care cost trend rate would have the following effects: 

II I II 

II I II 

II I II 

II I II 
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dollars in millions) 

ne-Percentage-Point 

~ffect on 2005 total service and interest cost 

295 

(232 

~ffect on postretirement benefit obligation as of December 31, 2005 

Plan Assets 

Pension Plans 

The weighted-average asset allocations for the pension plans by asset category follow: 

At December 31, 2005 2004 

Asset Category 

Equity securities 63.4 % 63.0 % 

Debt securities 17.5 18.2 

Real estate 3.2 3.5 

Other 15.9 15.3 

Total 100.0 % 100.0 % 

Increase 

Decrease 

$ 

I 13,378 

(2,745 

) 

Equity securities include Verizon common stock in the amounts of $72 million (less than 1% of total plan assets) 
and $121 million (less than 1% of total plan assets) at December 31, 2005 and 2004, respectively. Other assets 
include cash and cash equivalents (primarily held for the payment of benefits), private equity and investments in 
absolute return strategies. 

Health Care and Life Plans 

The weighted-average asset allocations for the other postretirement benefit plans by asset category follow: 

At December 31, 2005 2004 

Asset Category 

Equity securities 71.9 % 66.7 % 

Debt securities 22.1 25.6 

Real estate 0.1 0.1 

Other 5.9 7.6 
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[otal 100.0 % 100.0 % 

Equity securities include Verizon common stock in the amounts of $4 million (less than 1% of total plan assets) 
and $8 million (less than 1% of total plan assets) at December 31, 2005 and 2004, respectively. 

The portfolio strategy emphasizes a long-term equity orientation, significant global diversification, the use of both 
public and private investments and professional financial and operational risk controls. Assets are allocated 
according to a long-term policy neutral position and held within a relatively narrow and pre-determined range. 
Both active and passive management approaches are used depending on perceived market efficiencies and various 
other factors. 

Cash Flows 

Federal legislation was enacted on April10, 2004 that provides temporary pension funding relief for the 2004 and 
2005 plan years. The legislation replaced the 30-year treasury rate with a higher corporate bond rate for 
determining the current liability. In 2005, we contributed $744 million to our qualified pension trusts, $108 
million to our nonqualified pension plans and $1,085 million to our other postretirement benefit plans. Our 
estimate of the amount and timing of required qualified pension trust contributions for 2006 is based on current 
regulations, including continued pension funding relief, and is approximately $100 million, primarily for the 
TELPRI plans. We anticipate $145 million in contributions to our non-qualified pension plans in 2006 and $1,180 
million to our other postretirement benefit plans. 

Estimated Future Benefit Payments 

The benefit payments to retirees, which reflect expected future service, are expected to be paid as follows: 

to liars in millions) 

ension Benefits 

Health Care and Life Gross of Medical 

Subsidy 

006 2,626 

007 ,649 

008 ,607 

009 ,887 

010 

011 - 2015 17,217 

9,651 

Medicare Prescription Drug subsidies expected to offset the future Health Care and Life benefit payments noted 
above are as follows: 

II 
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(dollars in 

millions) 

Health 

Care and Life 

006 $ 88 

007 93 

008 96 

009 97 

010 101 

011 - 2015 500 

Savings Plan and Employee Stock Ownership Plans 

We maintain four leveraged employee stock ownership plans (ESOP). Under these plans, we match a certain 
percentage of eligible employee contributions to the savings plans with shares of our common stock from these 
ESOPs. Common stock is allocated from all leveraged ESOP trusts based on the proportion of principal and 
interest paid on ESOP debt in a year to the remaining principal and interest due over the term of the debt. The 
final debt service payments and related share allocations for two of our leveraged ESOPs were made in 2004. At 
December 31, 2005, the number of unallocated and allocated shares of common stock was 5 million and 76 
million, respectively. All leveraged ESOP shares are included in earnings per share computations. 

We recognize leveraged ESOP cost based on the modified shares allocated method for the leveraged ESOP trusts 
which purchased securities before December 15, 1989 and the shares allocated method for the leveraged ESOP 
trust which purchased securities after December 15, 1989. ESOP cost and trust activity consist of the following: 

dollars in millions) 

Rears Ended December 31, ~005 II poo4 
2003 

!compensation 1$ 39 II 1$ 
159 $ 148 

~nterest incurred t II 112 
22 

pividends 1(16 ~ I 1(16 

II 

II 

II 

II 
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(24 

INet leveraged ESOP cost ~3 II 1155 

146 

fAdditional ESOP cost ~08 II lsi 

127 

[otal ESOP cost 1$ 231 II 1$ 

236 $ 273 

pividends received for debt service 

62 $ 76 

[otal company contributions to leveraged ESOP trusts 1$ 259 II 

275 $ 306 

In addition to the ESOPs described above, we maintain savings plans for non-management employees and 
employees of certain subsidiaries. Compensation expense associated with these savings plans was $254 million in 
2005, $234 million in 2004 and $220 million in 2003. 

Severance Benefits 

The following table provides an analysis of our severance liability recorded in accordance with SF AS Nos. 112 and 
146: 

dollars in millions) 

ear eginning of Year harged to Expense ayrnents ther 

End of Year 

~003 I 1$ 1,137 II$ 1,985 II$ (857) II$ 

$ 2,265 

~004 I ~,265 I 1- I b,442) I lc4s) 

775 

~005 lln5 ll1o2 I 1(256) I 1(8) 

613 

The remaining severance liability includes future contractual payments to employees separated as of December 31, 
2005. 

II 

II 

II 

II 

II 

II 

II 

II 
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The components of Income Before Provision for Income Taxes, Discontinued Operations and Cumulative Effect of 
Accounting Change are as follows: 

dollars in millions) 

~ears Ended December 31, ~005 II poo4 
2003 

pomestic 1$ 9,183 II 1$ 

7,802 $ 2,892 

foreign 11,424 II ~,310 
1,781 

$ 10,607 $ 

10,112 $ 4,673 

The components of the provision for income taxes from continuing operations are as follows: 

dollars in millions) 

~ears Ended December 31, ~005 II poo4 
2003 

Current 

federal 1$ 3,355 II 1$ 

305 $ 48 

foreign 1195 II 1369 

72 

lstate and local 1719 II 1335 

267 

1,009 

II 

II 

II 

II 

II 

II 

II 
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387 

eferred 

federal 1(829 ~ I 11,694 

820 

foreign j(37 ~ I 133 
18 

!state and local 1(186 ~ I 1123 

(2 ) 

1(1,052 ~ I 11,850 

836 

~nvestment tax credits 1(7 ~ I lc8 
(10 ) 

[Total income tax expense 1$ 3,210 II 1$ 
2,851 $ 1,213 

The following table shows the principal reasons for the difference between the effective income tax rate and the 
statutory federal income tax rate: 

~ears Ended December 31, ~005 II 
2004 2003 

!statutory federal income tax rate ~5.o IOJ 
35.0 % 

35.0 % 

Is tate and local income tax, net of federal tax benefits ~.3 II 
2.9 3.7 

[Tax benefits from investment losses j(3.6 ~ I 
(2.9 ) (3.1 

) 

~quity in earnings from unconsolidated businesses I 1(2.8 ~ I 
(6.4 ) (10.6 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 
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) 

pther, net I 1(1.6 ~ I 
(.4 ) 1.0 

~ffective income tax rate ~o.3 IOJ 
28.2 % 

26.0% 

During 2005, we recorded a tax benefit of $336 million in connection with capital gains and prior year investment 
losses. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to prior year investment losses. Also during 2005, we recorded a net 
tax provision of $206 million related to the repatriation of foreign earnings under the provisions of the American 
Jobs Creation Act of 2004, which provides for a favorable federal income tax rate in connection with the 
repatriation of foreign earnings, provided the criteria described in the law is met. Two ofVerizon's foreign 
investments repatriated earnings resulting in income taxes of $332 million, partially offset by a tax benefit of $126 
million. 

The favorable impact on our 2004 and 2003 effective income tax rates was primarily driven by increased earnings 
from our unconsolidated businesses and tax benefits from valuation allowance reversals. 

Deferred taxes arise because of differences in the book and tax bases of certain assets and liabilities. Significant 
components of deferred tax liabilities (assets) are shown in the following table: 

dollars 

in millions) 

bt December 31, ~005 

2004 

pepreciation 1$ 
9,445 

$ 

10,307 

~mployee benefits I I 
(1,971 

) 

(1,704 

) 

~easing activity I ~,001 

3,212 

II 

II 

II I 

II I 

II I 

II I 
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~oss on investments I 1(369 II I 
) 

(752 

) 

~ireless joint venture including wireless licenses I I II I 
11,786 

10,382 

~ncollectible accounts receivable I 1(406 II I 
) 

(501 

) 

pther- net I 1(505 II I 
) 

(837 

) 

20,981 

20,107 

K'aluation allowance I ~15 II I 

1,217 

INet deferred tax liability I 1$ II I 
21,796 

$ 

21,324 

INet long-term deferred tax liabilities I 1$ II I 
22,411 

$ 

22,532 

~ess net current deferred tax assets (in Prepaid Expenses and Other) I ~11 II I 

1,076 

~ess deferred investment tax credit I l1o4 II I 

132 

INet deferred tax liability I 1$ II I 
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21,796 

$ 

21,324 

At December 31, 2005, undistributed earnings of our foreign subsidiaries amounted to approximately $3.0 billion. 
Deferred income taxes are not provided on these earnings as it is intended that the earnings are indefinitely 
invested outside of the U.S. It is not practical to estimate the amount of taxes that might be payable upon the 
remittance of such earnings. 

The valuation allowance primarily represents the tax benefits of certain state net operating loss carry forwards, 
capital loss carry forwards and other deferred tax assets which may expire without being utilized. During 2005, the 
valuation allowance decreased $402 million. This decrease primarily relates to the valuation allowance reversals 
relating to utilizing prior year investment losses to offset the capital gains realized on the sale of Hawaii 
businesses. 

Reportable Segments 

We have four reportable segments, which we operate and manage as strategic business units and organize by 
products and services. We measure and evaluate our reportable segments based on segment income. This segment 
income excludes unallocated corporate expenses and other adjustments arising during each period. The other 
adjustments include transactions that the chief operating decision makers exclude in assessing business unit 
performance due primarily to their non-recurring and/or non-operational nature. Although such transactions are 
excluded from the business segment results, they are included in reported consolidated earnings. Gains and losses 
that are not individually significant are included in all segment results, since these items are included in the chief 
operating decision makers' assessment of unit performance. These gains and losses are primarily contained in 
Information Services and International since they actively manage investment portfolios. 

Our segments and their principal activities consist of the following: 

Segment Description 

Domestic Telecom Domestic Telecom provides local telephone services, including voice, DSL, data 
transport, enhanced and custom calling features, network access, directory assistance, private lines and public 
telephones in 28 states and Washington, D.C. This segment also provides long distance services, customer 
premises equipment distribution, video services, data solutions and systems integration, billing and collections and 

inventory management services. 

omestic Wireless omestic wireless products and services include wireless voice and data services 
and equipment sales across the United States. This segment primarily represents the operations of the Verizon 
Wireless joint venture with Vodafone. Verizon owns a 55% interest in the joint venture and Vodafone owns the 
remaining 45%. All financial results included in the tables below reflect the consolidated results ofVerizon 

Wireless. 

nformation Services nformation Services' multi-platform business comprises yellow pages 
directories, SuperPages.com, our online directory and search services, and SuperPages On the Go, our directory 
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and information services on wireless telephones. This segment's operations are principally in the United States. 

nternational nternational wireline and wireless communications operations and investments 
in the Americas and Europe. 

The following table provides operating financial information for our four reportable segments: 

dollars in millions) 

005 omestic Telecom omestic Wireless 

International Total Segments 

~xternal revenues 1$ 36,628 Ill$ 32,219 Ill$ 3,452 Ill$ 2,159 Ill 
$ 74,458 

~ntersegment revenues r88 II ~2 I I t II ~4 Ill 
1,104 

[otal operating revenues ~7,616 II ~2,301 II ~,452 II ~,193 Ill 
75,562 

lcost of services and sales 115,604 II r,393 II ~93 111707 Ill 
26,297 

!selling, general & administrative expense ~,419 lllto,768 1111,107 II ~75 Ill 
20,969 

pepreciation & amortization expense ~,801 II ~,76o II r2 II ~4o Ill 
13,993 

[otal operating expenses ~2,824 II ~4,921 1111,792 1111,722 Ill 
61,259 

pperating income ~,792 1117,380 1111,660 II ~71 Ill 
14,303 

~quity in earnings of unconsolidated businessels I t II 12fl I t I Ill 
807 834 

~ncome from other unconsolidated businesses I t I I t I I t II ~6 Ill 
56 

pther income and (expense), net 179 II~ 11117 II ~59 Ill 
361 

~nterest expense I 1(1,701 ~ 11(601 ~ I t 111(127 Ill 
) (2,429 ) 

Minority interest I t 111(2,995 ~ 11(7 ~ 11(44 Ill 
) (3,046 ) 

frovision for income taxes I 1(1,264 ~ 11(1,598 ~ 11(626 ~11(171 Ill 
) (3,659 ) 

!segment income I 1$ 1,906 Ill$ 2,219 Ill$ 1,o44 Ill$ 1,251 Ill 
$6,420 

fAssets I 1$ 75,188 Ill$ 76,729 Ill$ 1,525 Ill$ 11,603 Ill 
$ 165,045 
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~nvestments in unconsolidated businesses I ~ lllt54 lilt II ~,767 Ill 
2,924 

flant, property and equipment, net ~9,618 II ~2,790 lllt66 II ~,155 Ill 
74,729 

!capital expenditures ~,267 II ~,484 II ~o II ~83 Ill 
15,114 

dollars in millions) 

2004 I pomestic Telecom I I pomestic Wireless I I ~nformation Servi~e~ I Ill 
International Total Segments 

~xternal revenues I 1$ 37,160 Ill$ 27,586 Ill$ 3,549 Ill$ 1,982 Ill 
$ 70,277 

~ntersegment revenues 1861 II r6 I II- 11132 Ill 
969 

[otal operating revenues 138,021 II ~7,662 1113,549 II ~,014 Ill 
71,246 

lcost of services and sales 114,830 II r,747 111542 II ~26 Ill 
23,745 

!selling, general & administrative expense 18,621 1119,591 I 111,319 II ~71 Ill 
20,002 

pepreciation & amortization expense 18,910 II ~,486 11187 111324 Ill 
13,807 

[otal operating expenses 132,361 II b,824 1111,948 1111,421 Ill 
57,554 

pperating income 15,660 1115,838 1111,601 111593 Ill 
13,692 

~quity in earnings of unconsolidated businessels I I-ll 141 I I-I Ill 
1,031 1,076 

~ncome from other unconsolidated businesses I 1- I II- I II- 11131 Ill 
31 

pther income and (expense), net lwo I ll11 11115 11135 Ill 
161 

~nterest expense I b,602 D 11(661 I) I b3 D 11(85 Ill 
) (2,381 ) 

Minority interest I 1- I llc2,323 I) llc6 D llc8o Ill 
) (2,409 ) 

frovision for income taxes I b,506 D I b,265 I) llc6o9 D I boo Ill 
) (3,680 ) 

!segment income I 1$ 2,652 Ill$ 1,645 Ill$ 968 Ill$ 1,225 Ill 
$ 6,490 

fAssets I 1$ 78,824 Ill$ 68,027 Ill$ 1,680 Ill$ 14,885 Ill 
$ 163,416 

~nvestments in unconsolidated businesses I 13 111148 II ~ II ~,914 Ill 
5,069 

flant, property and equipment, net I 15o,6o8 II ~0,516 111179 II ~,391 Ill 
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73,694 

!capital expenditures p,118 llls,633 llls7 111382 Ill 
13,220 

(dollars in millions) 

003 

International Total Segments 

~xternal revenues 1$ 38,281 II 1$ 22,436 II 1$ 3,763 II 1$ 1,921 II I 
$ 66,401 

~ntersegment revenues p74 II ls3 II 1- II ~8 II I 
855 

[otal operating revenues 139,055 II ~2,489 II 13,763 II 11,949 II I 
67,256 

lcost of services and sales 114,512 II ~,460 II 1554 II 1574 II I 
22,100 

!selling, general & administrative expense 18,363 II ls,os7 II 11,387 II ~91 II I 
18,498 

pepreciation & amortization expense 19,107 II 13,888 II 179 II 1346 II I 
13,420 

lsales ofbusinesses, net I 1- II 1- II 1(141 D I 1- II I 
(141 ) 

[otal operating expenses 131,982 II 118,405 II 11,879 II 11,611 II I 
53,877 

pperating income p,073 II ~,084 II 11,884 II 1338 II I 
13,379 

~quity in earnings (loss) of unconsolidated ijus~nesses I 1- I ll1sl I bD II I 
1,091 1,105 

~ncome (loss) from other unconsolidated bu§in~sses I lc4 D I 1- I I 1- I II I 
169 165 

pther income and (expense), net I ~5 II 112 II 17 II b2 II I 
96 

~nterest expense b,648 D I 1(626 D I bs D I 1(160 D I I 
(2,472 ) 

Minority interest I 1- II b,554 D I lcs D I 1(20 D I I 
(1,582 ) 

frovision for income taxes 1(2,167 D I 1(848 D I 1(716 D I less D I I 
(3,789 ) 

!segment income 1$ 3,299 II 1$ 1,083 II 1$ 1,128 II 1$ 1,392 II I 
$ 6,902 

fAssets 1$ 82,087 II 1$ 65,166 II 1$ 1,726 II 1$ 11,872 II I 
$ 160,851 
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~nvestments in unconsolidated businesses ~4 II ~88 II 14 II ~,555 II 
4,911 

flant, property and equipment, net 153,378 II 118,998 II 1190 II ~,164 II 
74,730 

!capital expenditures ~,820 II ~,590 II 174 II 1358 II 
11,842 

Reconciliation To Consolidated Financial Information 

A reconciliation of the results for the operating segments to the applicable line items in the consolidated financial 
statements is as follows: 

(dollars in millions) 

2003 

!operating Revenues II II 

[Total reportable segments 1$ 75,562 II 1$ 71,246 II 
$ 67,256 

kawaii operations I 1202 II 1595 II 
614 

!corporate, eliminations and other I 1(652 ~I 1(558 ~ I 
(402 ) 

!consolidated operating revenues - reported I 1$ 75,112 II 1$ 71,283 II 
$ 67,468 

!operating Expenses II II 

[Total reportable segments 1$ 61,259 II 1$ 57,554 II 
$ 53,877 

kawaii operations I 1124 II j393 II 
478 

lsales of businesses and investments, net (see Notes 3, 5, and 8) I 1(530 ~I lwo II 
300 

!severance, pension and benefit charges (see Note 4) I l157 II 1815 II 
5,523 

K'erizon Center relocation, net (see Note 4) I los ~I 1- II 

MCI exposure, lease impairment and other special items (see Note 4) 1125 II 1(91 ~ I 
496 

!corporate, eliminations and other I 1(819 ~I 1(605 ~ I 
(613 

I 

I 

I 
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!consolidated operating expenses - reported 1$ 60,298 1 1 1$ 58,166 1 1 
$ 60,061 

dollars in 

millions) 

005 004 

2003 

Net Income I I II I II I 

!segment income - reportable segments I 1$ 6,420 II 1$ 6,490 II I 
$ 6,902 

lsales of businesses and investments, net (see Notes 3, 5 and 8) 1336 II 11,059 II I 
44 

!severance, pension and benefit charges (see Note 4) 1(95 ~ I 1(499 II I 
(3,399 ) 

Kferizon Center relocation, net (see Note 4) I Is II 1- II I 

MCI exposure, lease impairment and other special items (see Note 4) 1(133 ~ I ~ II I 
(419 ) 

~usacell charge (see Note 3) I 1- II 1- II I 
(931 ) 

[ax benefits (see Note 4) 1336 II ~34 II I 

[ax provision on repatriated earnings (see Note 4) 1(206 ~ I 1- II I 

~ncome on discontinued operations (see Note 3) I 1- II 154 II I 
46 

!cumulative effect of accounting change (see Note 2) I 1- II 1- II I 
503 

!corporate and other I 1731 II ~91 II I 
331 

!consolidated net income - reported 1$ 7,397 II 1$ 7,831 II I 
$ 3,077 

ssets 

[otal reportable segments 1 1$ 165,045 1 1 1$ 163,416 II I 
$ 160,851 

~econciling items 1 13,os5 II ~,542 II I 
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5,117 

!consolidated assets 1$ 168,130 I I 1$ 165,958 

$ 165,968 

Results of operations for Domestic Telecom and Information Services exclude the effects of our wireline and 
directory businesses in Hawaii, including Verizon Hawaii Inc. which operated approximately 700,000 switched 
access lines, as well as the services and assets ofVerizon Long Distance, Verizon Online, Verizon Information 
Services and Verizon Select Services in Hawaii (see Note 3). Financial information for Information Services 
excludes the effects ofVerizon Information Services Canada (see Note 3). 

Corporate, eliminations and other includes unallocated corporate expenses, intersegment eliminations recorded in 
consolidation, the results of other businesses such as lease financing, and asset impairments and expenses that are 
not allocated in assessing segment performance due to their non-recurring nature. 

We generally account for intersegment sales of products and services and asset transfers at current market prices. 
We are not dependent on any single customer. 

Geographic Areas 

Our foreign investments are located principally in the Americas and Europe. Domestic and foreign operating 
revenues are based on the location of customers. Long-lived assets consist of plant, property and equipment (net of 
accumulated depreciation) and investments in unconsolidated businesses. The table below presents financial 
information by major geographic area: 

~ears Ended December 31, 

omestic 

pperating revenues 

~ong-lived assets 

oreign 

pperating revenues 

(dollars in millions) 

I ~005 
2004 

2003 

1$ 72,701 

$ 69,173 

$ 65,303 

I 174,978 

72,668 

74,346 

~,411 
2,110 

2,165 

I I 

I I 

I I 

I I 

II I 

I I 

I I 

I I 

I I 
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~ong-lived assets ~,931 I 
7,311 

6,745 

!consolidated I I I 

pperating revenues 175,112 I 
71,283 

67,468 

~ong-lived assets I 179,909 I 
79,979 

81,091 

~ote 18 

Comprehensive income consists of net income and other gains and losses affecting shareowners' investment that, 
under GAAP, are excluded from net income. 

Changes in the components of other comprehensive income (loss), net of income tax expense (benefit), are as 
follows: 

dollars in 

millions) 

~ears Ended December 31, ~005 
2004 

2003 

~oreign Currency Translation Adjustments , net of taxes of$-, $- and $- 1$ (755 

$ 548 

$ 568 

!Unrealized Gains (Losses) on Net Investment Hedges I I 

~nrealized gains (losses), net of taxes of $1, $( 48) and $- ~ 
(58 ) 

~ess reclassification adjustments for losses realized in net income, net oftaxes of$-, $(48) and $-1 t 
(58 ) 

INet unrealized gains on net investment hedges 

II 

~ I 

II 

II 

II 

II 

I I I 

I I I 

I I I 

I I I 

II 

II 

II 

II 

II 

II 
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!Unrealized Derivative Gains (Losses) on Cash Flow Hedges 

Rnrealized gains (losses), net of taxes of$-, $(2) and $(1) 

(9 

30 

II 

II 

~ess reclassification adjustments for gains (losses) realized in net income, net of taxes of$(2), $(~) aqd $(1) II 

(6 ) 

(26) 

51 

INet unrealized derivative gains (losses) on cash flow hedges I Ito II 
17 

(21 ) 

!Unrealized Gains (Losses) on Marketable Securities I I II 

Rnrealized gains, net of taxes of$10, $4 and $2 ~ II 
8 5 

~ess reclassification adjustments for gains realized in net income, net of taxes of $14, $1 and $1 ~5 II 
1 4 

INet unrealized gains (losses) on marketable securities 1(21 ~ I 
7 1 

!Minimum Pension Liability Adjustment, net of taxes of $25, $(212) and $201 ~4 II 
(375 

312 

lother Comprehensive Income (Loss) I 1$ (730 ~ I 
$ 197 

$ 860 

The foreign currency translation adjustment in 2005 represents unrealized losses from the decline in the functional 
currencies on our investments in Vodafone Omnitel, Verzion Dominicana, C. por A. (Verizon Dominicana) and 
CANTY. The foreign currency translation adjustment in 2004 represents unrealized gains from the appreciation of 
the functional currencies at Verizon Dominicana and our investment in Vodafone Omnitel as well as the 
reclassification of the foreign currency translation loss in connection with the sale of our 20.5% interest in TELUS 
(see Note 8), partially offset by unrealized losses from the decline in the functional currency on our investment in 
CANTY. The foreign currency translation adjustment in 2003 is primarily driven by the impact of the euro on our 
investment in Vodafone Omnitel and a reclassification of the foreign currency translation loss of Iusacell of $577 
million in connection with the sale oflusacell (see Note 3), partially offset by unrealized foreign currency 
translation losses at Verizon Dominicana and CANTY. 

During 2005, we entered into zero cost euro collars to hedge a portion of our net investment in Vodafone Omnitel. 
As of December 31, 2005, our positions in the zero cost euro collars have been settled. During 2004, we entered 
into foreign currency forward contracts to hedge our net investment in Verizon Information Services Canada and 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 
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TELUS (see Note 12). In connection with the sales ofthese interests in the fourth quarter of2004, the unrealized 
losses on these net investment hedges were realized in net income along with the corresponding foreign currency 
translation balance. 

The changes in the minimum pension liability in 2005, 2004 and 2003 were required by accounting rules for 
certain pension plans based on their funded status (see Note 15). 

The components of Accumulated Other Comprehensive Loss are as follows: 

dollars in 

millions) 

bt December 31, ~005 
2004 

foreign currency translation adjustments 1$ (867 

) $ 

(112 ) 

Rnrealized gains on net investment hedges I ~ 

Rnrealized derivative losses on cash flow hedges 1(27 
) (37 

) 

Rnrealized gains on marketable securities I Ito 
31 

Minimum pension liability adjustment 1(901 

) (935 

) 

[Accumulated other comprehensive loss I 1$ (1,783 

) $ 

(1,053 ) 

~ote 19 

~ccounting for the Impact of the September 11, 2001 Terrorist Attacks 

The primary financial statement impact of the September 11, 2001 terrorist attacks pertains to Verizon's plant, 
equipment and administrative office space located either in, or adjacent to the World Trade Center complex, and 
the associated service restoration efforts. We recorded insurance recoveries related to the terrorist attacks of $270 
million in 2003 and $200 million in 2002, primarily offsetting fixed asset losses and expenses incurred in 2005 
and preceding years. Of the amounts recorded, approximately $130 million in 2003 and $112 million in 2002 
relate 

II 

II 

II 

II 

II 

II 

II 
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to operating expenses (primarily cost of services and sales) reported in the consolidated statements of income, and 
also reported by our Domestic Telecom segment. The costs and estimated insurance recoveries were recorded in 
accordance with EITF No. 01-10, "Accounting for the Impact of the Terrorist Attacks of September 11, 2001." As 
of December 31, 2005, we received insurance proceeds of $849 million. 

~ote 20 

~dditional Financial Information 

The tables that follow provide additional financial information related to our consolidated financial statements: 

Income Statement Information 

dollars in millions) 

~ears Ended December 31, ~005 II poo4 

2003 

pepreciation expense 1$ 12,519 II 1$ 
12,508 $ 

12,210 

~nterest expense incurred ~,533 II I 
2,561 

2,941 

!capitalized interest I j(352 ~ I bn 
) (144 

) 

fAdvertising expense I 11,914 II I 
1,685 

1,419 

Balance Sheet Information 

(dollars in 

millions) 

t December 31, 005 

2004 

kccounts Payable and Accrued Liabilities I I 

II I 

II I 

II I 

II I 

II I 

I I 
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fAccounts payable 1$ I I 

2,827 $ 

2,827 

fAccrued expenses 
I I I I 

3,036 

3,071 

fAccrued vacation pay r14 I I 

842 

fAccrued salaries and wages 
I I I I 

2,390 

2,526 

~nterest payable ~79 I I 

585 

ccrued taxes 

2,605 

3,326 

$ 

12,351 $ 

13,177 

lather Current Liabilities 
I I I I 

fAdvance billings and customer deposits 1$ I I 

1,985 $ 

1,899 

pividends payable I I I I 

1,137 

1,083 

ther 

2,449 

2,852 

$ 
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5,571 

5,834 

Cash Flow Information 

~ears Ended December 31, 

Cash Paid 

~ncome taxes, net of amounts refunded 

597 

~nterest, net of amounts capitalized 

bupplementallnvesting and Financing Transactions 

[Assets acquired in business combinations 

~iabilities assumed in business combinations 

pebt assumed in business combinations 

Note 21 

Guarantees of Operating Subsidiary Debt 

I 

I 

I 

$ 

dollars in millions) 

~005 
2003 

1$ 4,744 1$ 
$ (716 ) 

~,077 I ~,723 
2,646 

I I I 

~35 I Is 

880 

~5 I 1-
13 

~ I 1-
4 

Verizon has guaranteed the following two obligations of indirect wholly owned operating subsidiaries: $480 
million 7% debentures series B, due 2042 issued by Verizon New England Inc. and $300 million 7% debentures 
series F issued by Verizon South Inc. due 2041. These guarantees are full and unconditional and would require 
Verizon to make scheduled payments immediately if either of the two subsidiaries failed to do so. Both of these 
securities were issued in denominations of $25 and were sold primarily to retail investors and are listed on the New 
York Stock Exchange. SEC rules permit us to include condensed consolidating financial information for these two 
subsidiaries in our periodic SEC reports rather than filing separate subsidiary periodic SEC reports. 

Below is the condensed consolidating financial information. Verizon New England and Verizon South are 
presented in separate columns. The column labeled Parent represents Verizon's investments in all of its 
subsidiaries under the equity method and the Other column represents all other subsidiaries ofVerizon on a 
combined basis. The Adjustments column reflects intercompany eliminations. 

dollars in millions) 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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V erizon South Other Adjustments Total 

pperating revenues I 1$ II 1$ 3,936 II 1$ 907 II 1$ 70,766 II 1$ II I 
(497 ) $ 75,112 
pperating expenses I ~ II ~,628 II ~s4 II ~6,475 II 1(497 II I 

) 60,298 
!operating Income (Loss) I l(s ~I ~os II ~23 I I lt4,29t I I t II I 

14,814 
~quity in earnings of unconsolidated bustn~sses I ~,~9s II ~3 I I t II ~76 II I 

(6,308 ) 689 
~ncome from other unconsolidated businissh I ~4 I I t I I t II ~7 II I 

92 

pther income and (expense), net I ~02 II 1(4 ~I ~ II lt4t II 1(4os II I 
) 237 

~nterest expense I 1(58 ~11(172 ~I 1(63 ~ I 1(1,905 ~I Its II I 
(2,180 ) 

Minority interest I t I I t I I t II lcJ,o45 ~ I t II I 
(3,045 ) 

~ncome before provision for income taxei 17)1~9 II lt55 II lt66 II r,st5 II I 
(6,698 ) 10,607 

~ncome tax benefit (provision) ~28 II 1(4o ~I 1(62 ~I icJ,336 ~ I t II I 
(3,210 ) 

INet Income 1$ 7,397 II 1$ 115 II 1$ to4 II 1$ 6,479 II 1$ II I 
(6,698 ) $ 7,397 

V erizon South Other Adjustments Total 

pperating revenues 1$ II 1$ 3,955 II 1$ 934 II 1$ 66,756 II 1$ II I 
(362 ) $ 71,2S3 
pperating expenses I ~60 II b,664 II rl7 II 153,SS7 II b62 II I 

) 5S,l66 
!operating Income (Loss) I 1(260 ~ I ~91 II ~17 II I12,S69 II 1- II I 

13,117 
~quity in earnings of unconsolidated businfss~s 1 r,fi4 II 159 II 1- II I1,43S II I 

(7,520 ) 1,691 
~ncome from other unconsolidated busines§es I I-I I I-I I I-I I r¥ 1 II I 

75 
pther income and (expense), net I 1171 II Is II r II 13s II 1(202 II I 

) 22 
~nterest expense I 1(20 ~ I 1(165 ~ I 1(63 ~ I 1(2,144 ~ I Is II I 

(2,3S4 ) 
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Minority interest I 1- II 1- II 1- II 1(2,409 D I 1- II I 
(2,409 ) 

~ncome before provision for income taxes apdl discontinued pwefations 1 r,~o5 II 1193 II 1161 II I 
9,867 (7,714 ) 10,112 

~ncome tax benefit (provision) ~29 II lc5o D I b4 D I 1(2,996 D I 1- II I 
(2,851 ) 

~ncome Before Discontinued Operations I p,834 II 1143 II 1127 II ~,871 II 1(7,714 II I 
) 7,261 

!Gain (loss) on discontinued operations, netlo~tax I bl D I 1- II 1- II 1573 II I 
570 

Net Income I 1$ 7,831 II 1$ 143 II 1$ 127 II 1$ 7,444 II 1$ II I 
(7,714 ) $ 7,831 

dollars in millions) 

ondensed Consolidating St te ents oflncome Year E e December 31, 200 arent Verizon New England erizon South 

Other Adjustments Total 

pperating revenues I 1$ I II$ 4,1o2 Ill$ 951 Ill$ 62,692 Ill$ (277 Ill 
) $ 67,468 

pperating expenses I 1562 I I ~,148 lllsos 11154,820 lllc277 Ill 
) 60,061 

!operating Income (ijo~s) llc¥62 D llc46 D ll143 II r,sn Ill 
7,407 

~quity in earnings (lo~s)l ofunconsolidate~ lj~sinesses 1131,176 lllc42 D II- Ill 
1,272 (3,128 ) 1,278 

~ncome (loss) from otieg unconsolidated bts~tesses lido D II- I II- Ill 
341 331 

pther income and ( expepse ), net 1 r~ lib D ll2 II b) Ill 
(36 ) 37 

~nterest expense I los D llc16o D llc64 D llc2,483 D llc12 Ill 
) (2,797 ) 

Minority interest I 1- I II- I II- II b,5s3 D II- Ill 
(1,583 ) 

~ncome (loss) before groyision for income iak¥s, discontinue4 qperations and cijllhllative effect of acqoppting I II 
change 2,601 (249 ) 81 5,416 (3,176 

) 4,673 

~ncome tax benefit (p~o~ision) I W6 I lls2 I I b2 D I b,739 Ill 
) (1,213 ) 

~ncome (Loss) Befor~ ijiscontinued Opeilf!ons And CumqiMive Effect Of l{qclounting Change I 13l077 Ill 
(167 ) 49 3,677 (3,176 

) 3,460 

~oss on discontinued Qpfrations, net of ta~ II- I II- I II- lllcss6 Ill 
(886 

!cumulative effect of apcpunting change, n¢t 1¥ tax I 1-1 Ill 
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87 503 
Net Income Ill$ 202 Ill$ 96 Ill$ 2,878 Ill$ (3,176 Ill 

$ 3,077 

~dollars in millions) 
rondensed Consolidating Ba an~e Sheets At December~~, ~005 I f~rent I llverizon New England I I ~erizon South Ill 

Other Adjustments Total 
leash I 1$ Ill$ Ill$ Ill$ 776 Ill$ Ill 

$ 776 
!short -term investmenfs I t II ~!~ 11132 II ~,2so Ill 

2,498 
fAccounts receivable, 4etl ~21 1 rlto lllt42 II r,429 Ill 

(t,330 ) 9,t71 
pther current assets I r,365 lllt66 lllt85 1113,784 111(9,497 Ill 

) 4,003 
[otal current assets I r,385 lllt,292 II ~s9 lllt6,239 111(10,827 Ill 

) t6,448 
flant, property and e4ipment, net lltl I ~l,t46 lllt,t58 II ~8,ooo Ill 

75,305 
~nvestments in uncon§ol}dated businesses I ~~,593 111116 I II- lllto,Ot7 Ill 

(38,t22 ) 4,604 
pther assets I ~32 II ~n II ~9o 11170,609 111(230 Ill 

) 71,773 
!Total Assets I 1$ 42,511 Ill$ 8,026 Ill$ t,9o7 I II$ t64,86s Ill$ (49,t79 Ill 

) $ t68,t30 

pebt maturing within loqe year 11$1 22 Ill$ 471 Ill$ Ill$ t6,452 Ill 
$ (9,804 ) $ 7,t4t 

pther current liabilitiis I ~j§11 lllt,049 lllt76 lllt5,209 Ill 
(t,023 ) t7,922 

[otal current liabilitie~ I ~j§33 lllt,520 lllt76 II ~t,66t Ill 
(t0,827 ) 25,063 

~ong-term debt I r2 II ~,702 II rot 11128,404 111(230 Ill 
) 3t,869 

~mployee benefit obligafions I ~ps lllt,892 111254 lllt6,468 Ill 
t8,8t9 

peferred income taxe§ t II ~n 111220 II ~t,654 Ill 
22,411 

pther liabilities I It lllt46 II ~7 1113,360 I I t Ill 
3,534 

Minority interest I t I I t I I t 11126,754 I I t Ill 
26,754 

[otal shareowners' infe$tment 1 ~r,680 lllt,229 111329 II ~6,564 Ill 
(38,t22 ) 39,680 
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!Total Liabilities and lsijareowners' Inve§t~ent Ill$ 1,907 Ill 
$ 164,865 $ (49,179 ) $ 168,130 

dollars in millions) 

rent erizon New England erizon South 

Other Adjustments Total 

bash 111$ 2,290 Ill 
$ 2,290 

!short-term investment~ I I-ll II ~,037 Ill 
2,257 

h"ccounts receivable, n~t I ~II I ll1s1 1119,751 Ill 
(1,020 ) 9,801 

pther current assets I p,632 111151 111123 1114,985 111(7,760 Ill 
5,131 

[Total current assets I p,638 1111,251 111307 11119,063 lllc8,78o Ill 

flant, property and eqlfi~ment, net I ~1,444 1111,204 I I ~6,475 Ill 
74,124 

nvestments in uncons li ated businesses 3 ,191 116 9,639 
(36,091 ) 5,855 

pther assets ro8 111374 11165,460 lllc23o) Ill 
66,500 

~otal Assets 1 1$ 40,238 Ill$ 8,299 Ill$ 1,885 Ill$ 160,637 Ill$ (45,101 Ill 
$ 165,958 

pebt maturing within pnf year Ill$ 168 Ill$ 11,222 Ill 
$ (7,828 ) $ 3,593 

pther current liabilitie~ I 1111,217 111181 11116,718 Ill 
(952 ) 19,536 

[Total current liabilities! I llu8s I ll181 II b,94o Ill 
(8,780 ) 23,129 

~ong-term debt II ~,966 111901 I 1131,924 I llc23o) Ill 
35,674 

§mployee benefit obliga4ons 1111,940 111235 11115,606 Ill 
17,941 

peferred income taxes I 1- 111571 II ~49 11121,712 I II- Ill 
22,532 

pther liabilities I ~ II ~53 I 113,780 I II- Ill 
4,069 

Minority interest I 1- I II- I II- 11125,053 I II- Ill 
25,053 
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[T ota1 shareowners' in~es~ment I W,s6o IIIU84 111285 11134,622 Ill 
(36,091 ) 37,560 

otal Liabilities and reowners' Invest t $ 40,238 $ 8,299 $ 1,885 

$ 160,637 $ (45,101 $ 165,958 

r dollars in millions) 

ondensed Consolidating Sta e~ents of Cash Flows YeariE~4ed December 31, 20~~ I ~Mnt I I ~erizon New Ill 
England Verizon South Other Adjustments Total 

\Net cash from operatidg ~ctivities I ~I 7,605 II~ 831 Ill$ 284 II~ 20,229 Ill 
$ (6,937 ) $ 22,012 

\Net cash from investing lctivities 11<?13 ~ 11(784 ~ 11(221 ~ 11(16,343 Ill 
) (231 ) (18,492 ) 

\Net cash from financidg ~ctivities 11<~,692 ~ 11(47 ~ 11(63 ~ llc5,4oo Ill 
) 7,168 (5,034 ) 

Net Decrease in Caslj I ~II II~ Ill$ II~ (1,514 Ill 
$ $ (1,514 

K dollars in millions) 

Condensed Consolidating Sta e~ents of Cash Flows YeariE~~ed December 31, 20~~ I rMnt I I ~erizon New Ill 
England Verizon South Other Adjustments Total 

\Net cash from operatidg ~ctivities 11$1 6,650 1 II$ 1,219 Ill$ 282 Ill$ 20,133 Ill 
$ (6,464 ) $ 21,820 

\Net cash from investing lctivities I I-I llc¥ss ~ I los ~ 11(9,559 Ill 
) (54 ) (10,343 ) 

\Net cash from financidg ~ctivities llc¥,6so ~ 11(564 ~ 11(207 ~ llc8,953 Ill 
) 6,518 (9,856 ) 

Net Increase in Cash I 1$ Ill$ Ill$ Ill$ 1,621 Ill$ Ill 
$ 1,621 

r dollars in millions) 

ondensed Consolidating Sta e~ents of Cash Flows YeariE~4ed December 31, 20~~ I ~Mnt I I ~erizon New Ill 
England Verizon South Other Adjustments Total 

\Net cash from operatidg ~ctivities 11$1 8,763 Ill$ uo4 Ill$ 283 Ill$ 20,630 Ill 
$ (8,513 ) $ 22,467 

\Net cash from investing lctivities I I-I llc¥28 ~ 11(229 ~ llc11,so6 Ill 
) 127 (12,236 ) 

\Net cash from financidg ~ctivities llc$,763 ~ 11(676 ~ llcs4 ~ 11(9,852 Ill 
) 8,386 (10,959 ) 

Net Decrease in Caslj I 1$11 Ill$ Ill$ Ill$ (728 Ill 
$ $ (728 
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Several state and federal regulatory proceedings may require our telephone operations to pay penalties or to refund 
to customers a portion of the revenues collected in the current and prior periods. There are also various legal 
actions pending to which we are a party and claims which, if asserted, may lead to other legal actions. We have 
established reserves for specific liabilities in connection with regulatory and legal actions, including environmental 
matters, that we currently deem to be probable and estimable. We do not expect that the ultimate resolution of 
pending regulatory and legal matters in future periods, including the Hicksville matters described below, will have 
a material effect on our financial condition, but it could have a material effect on our results of operations. 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. As a 
result, an additional environmental remediation expense of $240 million was recorded in Selling, General and 
Administrative Expense in the consolidated statements of income in 2003, for remedial activities likely to take 
place over the next several years. In September 2005, the Army Corps of Engineers (ACE) accepted the Hicksville 
site into the Formerly Utilized Sites Remedial Action Program. This may result in the ACE performing some or all 
of the remediation effort for the Hicksville site with a corresponding decrease in costs to Verizon. To the extent 
that the ACE assumes responsibility for remedial work at the Hicksville site, an adjustment to this reserve may be 
made. Adjustments may also be made based upon actual conditions discovered during the remediation at any of the 
sites requiring remediation. 

There are also litigation matters associated with the Hicksville site primarily involving personal injury claims in 
connection with alleged emissions arising from operations in the 1950s and 1960s at the Hicksville site. These 
matters are in various stages, and no trial date has been set. 

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily 
provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

Subsequent to the sale ofVerizon Information Services Canada (see Note 3), our Information Services segment 
continues to provide a guarantee to publish directories, which was issued when the directory business was 
purchased in 2001 and had a 30-year term (before extensions). The preexisting guarantee continues, without 
modification, following the sale ofVerizon Information Services Canada. The possible financial impact of the 
guarantee, which is not expected to be adverse, cannot be reasonably estimated since a variety of the potential 
outcomes available under the guarantee result in costs and revenues or benefits that may offset. In addition, 
performance under the guarantee is not likely. 

As of December 31, 2005, letters of credit totaling $140 million had been executed in the normal course of 
business, which support several financing arrangements and payment obligations to third parties. 

We have several commitments primarily to purchase network services, equipment and software from a variety of 
suppliers totaling $669 million. Of this total amount, $486 million, $110 million, $41 million, $18 million, $4 
million and $10 million are expected to be purchased in 2006, 2007, 2008, 2009, 2010 and thereafter, respectively. 

~ote 23 
Quarterly Financial Information (Unaudited) 
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come Before Discontinued 

Operations 

uarter Ended 

Per Share- Basic Per Share- Diluted Net Income 

005 

!March 31 1$ 18,179 1$ 3,382 1$ 1,757 1$ .63 I 

$ .63 $ 1,757 

~une 30 (a) 118,569 ~,092 ~,113 [76 
I 

.75 2,113 

!september 30 (b) 119,038 ~,633 11,869 [68 
I 

.67 1,869 

~ecember 31 119,326 ~,707 11,658 [60 
I 

.59 1,658 

004 

~arch 31 eel 1$ 17,056 1$ 2,466 1$ 1,183 1$ .43 I 

$ .42 $ 1,199 

[une 30 117,758 13,701 11,782 1.64 I 

.64 1,797 

!september 30 118,206 13,597 11,779 1.64 I 

.64 1,796 

~ecember 31 (d) 118,263 13,353 ~,517 1.91 I 

.90 3,039 

lea) ~esults of operations for the second quarter of 2005 include a $336 million net after-tax gain on the sale of 
our wireline and directory businesses in Hawaii, tax benefits of $242 million associated with prior investment 
losses and a net tax provision of $23 2 million related to the repatriation of foreign earnings under the provisions of 

the American Jobs Creation Act of 2004. 

ICb )Re~ults of operations for the third quarter of 2005 include an impairment charge of $125 million pertaining to 

our leasing operations for airplanes leased to airlines experiencing financial difficulties. 

ICc)Re~ults of operations for the first quarter of 2004 include a $446 million after-tax charge for severance and 

related pension settlement benefits. 

IC d)Re~ults of operations for the fourth quarter of 2004 include a $500 million net after-tax gain on the sale of an 

investment and $234 million of tax benefits associated with prior investment losses. 

Income before discontinued operations per common share is computed independently for each quarter and the sum 
of the quarters may not equal the annual amount. 

I I I 

I I I 

I I I 

I I I 

I I I 

I I I 

I I I 

I I I 
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~ote 24 
;ubsequent Events (Unaudited) 

MCIMerger 

On February 14, 2005, Verizon announced that it had agreed to acquire MCI for a combination ofVerizon 
common shares and cash (including MCI dividends). On May 2, 2005, Verizon announced that it agreed with MCI 
to further amend its agreement to acquire MCI for cash and stock of at least $26.00 per share, consisting of cash of 
$5.60, which was paid as a special dividend by MCI on October 27, 2005, after the October 6, 2005 approval of the 
transaction by MCI shareholders, plus the greater of .5743 Verizon shares for each MCI common share or a 
sufficient number ofVerizon shares to deliver to shareholders $20.40 of value. Under this price protection feature, 
Verizon had the option of paying additional cash instead of issuing additional shares over the .5743 exchange 
ratio. This consideration was subject to adjustment at closing and may have been decreased based on MCI's 
bankruptcy claims-related experience and international tax liabilities. The merger received the required state, 
federal and international regulatory approvals by year-end 2005, and on January 6, 2006, Verizon and MCI closed 
the merger. 

Under terms of the merger agreement, MCI shareholders received .5743 shares ofVerizon and cash for each of 
their MCI shares. Verizon elected to make a supplemental cash payment of $2.738 per MCI share, $779 million in 
the aggregate, rather than issue additional shares ofVerizon common stock, so that the merger consideration was 
equal to at least $20.40 per MCI share. Verizon and MCI management mutually agreed that there was no purchase 
price adjustment related to the amount ofMCI's bankruptcy claims-related experience and international tax 
liabilities. 

Redemption of MCI Debt 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon is required to make this offer to 
noteholders within 30 days of the closing of the merger ofMCI and Verizon. Separately, Verizon notified 
noteholders that MCI is exercising its right to redeem both series of Senior Notes prior to maturity under the 
optional redemption procedures provided in the indentures. The 6.688% Notes were redeemed on March 1, 2006, 
and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

Issuance of Debt 

In February 2006, Verizon issued $4,000 million of floating rate and fixed rate notes maturing from 2007 through 
2035. 

kme 

Verizon Communications Inc. and Subsidiaries 
Principal Subsidiaries of Registrant at December 31, 2005 

~urisdiction of Organization 

EXHIBIT 21 
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Verizon California Inc. !california 

Verizon Delaware Inc. pelaware 

Verizon Florida Inc. florida 

Verizon Maryland Inc. ~aryland 

Verizon New England Inc. !New York 

Verizon New Jersey Inc. !New Jersey 

Verizon New York Inc. !New York 

Verizon North Inc. Kvisconsin 

Verizon Northwest Inc. Kv ashington 

Verizon Pennsylvania Inc. fennsylvania 

Verizon South Inc. ~irginia 

GTE Southwest Incorporated (d/b/a Verizon Southwest) pelaware 

Verizon Virginia Inc. ~irginia 

Verizon Washington, DC Inc. !New York 

Verizon West Virginia Inc. Kvest Virginia 

Cellco Partnership (d/b/a Verizon Wireless) pelaware 

Verizon Capital Corp. Pelaware 

Verizon Global Funding Corp. pelaware 

Verizon Information Services Inc. pelaware 

Verizon International Holdings Ltd. ~ermuda 

EXHIBIT 23 

Consent of Independent Registered Public Accounting Firm 

We consent to the incorporation by reference in this Annual Report (Form 10-K) ofVerizon Communications Inc. 
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(Verizon) of our reports dated February 23, 2006, with respect to the consolidated financial statements of Verizon, 
Verizon management's assessment of the effectiveness of internal control over financial reporting, and the 
effectiveness of internal control over financial reporting of Verizon, included in the 2005 Annual Report to 
Shareowners of Verizon. 

Our audits also included the financial statement schedule ofVerizon listed in Item 15(a). This schedule is the 
responsibility ofVerizon's management. Our responsibility is to express an opinion based on our audits. In our 
opinion, the financial statement schedule referred to above, when considered in relation to the basic financial 
statements taken as a whole, presents fairly in all material respects the information set forth therein. 

We also consent to the incorporation by reference in the following registration statements ofVerizon and where 
applicable, related Prospectuses, of our reports dated February 23, 2006, with respect to the consolidated financial 
statements of Verizon, Verizon management's assessment of the effectiveness of internal control over financial 
reporting, and the effectiveness of internal control over financial reporting ofVerizon, incorporated by reference in 
this Annual Report (Form 10-K) for the year ended December 31, 2005: Form S-8, No. 333-66459; Form S-8, No. 
333-66349; Form S-4, No. 333-11573; Form S-8, No. 333-41593; Form S-8, No. 333-42801; Form S-4, No. 333-
76171; Form S-8, No. 333-75553; Form S-8, No. 333-76171; Form S-8, No. 333-50146; Form S-8, No. 333-
53830; Form S-3, No. 333-73612; Form S-4, No. 333-82408; Form S-8, No. 333-82690; Form S-3, No. 333-
109028-01; Form S-3, No. 333-106750; Form S-8, No. 333-105512; Form S-8, No. 333-105511; Form S-8, No. 
333-118904; Form S-8, No. 333-123374; and Form S-4, No. 333-124008. 

I 

s/ ~rust & Young LLP 

~rust & Young LLP New York, New York Marcl 14,2006 

EXHIBIT 31.1 

I, Ivan G. Seidenberg, certify that: 

l1. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

~.The I registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 
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I (b )D~signea such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 

accounting principles; 

I ( c )E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 

I ( d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 

affect, the registrant's internal control over financial reporting; and 

Is. [he registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons performing the equivalent functions): 

I( a) fAll significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy fraqd, whether or not material, that involves management or other employees who have a significant role 
in the registrant's internal control over financial reporting. 

I I 

Date: March 14, 2006 Vsl ~van G. Seidenberg 

I ~van G. Seidenberg Chairman and 

Chief Executive Officer 

EXHIBIT 31.2 

I, Doreen A. Toben, certify that: 

11. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

~.The I registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
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be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

I (b )D~signeR such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 

accounting principles; 

I ( c )E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 

I ( d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 

affect, the registrant's internal control over financial reporting; and 

Is. [he registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons performing the equivalent functions): 

I( a) [An significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy fraqd, whether or not material, that involves management or other employees who have a significant role 

in the registrant's internal control over financial reporting. 

I I 

I I 

Date: March 14, 2006 Vsl poreen A. Toben 

I poreen A. Toben Executive Vice 

President and Chief Financial Officer 

EXHIBIT 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Ivan G. Seidenberg, Chairman and Chief Executive Officer ofVerizon Communications Inc. (the "Company"), 
certify that: 

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2005 (the 
"Report") fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the 
"Exchange Act"); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company as of the dates and for the periods referred to in the 
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Report. 

I I 

I I 

Date: March 14, 2006 Vsl ~van G. Seidenberg 

I ~van G. Seidenberg Chairman and 

Chief Executive Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 

EXHIBIT 32.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Doreen A. Toben, Executive Vice President and Chief Financial Officer ofVerizon Communications Inc. (the 
"Company"), certify that: 

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2005 (the 
"Report") fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the 
"Exchange Act"); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company as of the dates and for the periods referred to in the 
Report. 

I I 

I I 

Date: March 14, 2006 Vsl poreen A. Toben 

I poreen A. Toben Executive Vice 

President and Chief Financial Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 
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Securities registered pursuant to Section 12(b) of the Act: 

itle of each class arne of each exchange on which registered 

!common Stock, $.10 par value !New York, Philadelphia, Boston, 

Chicago, London, Swiss, Amsterdam and Frankfurt Stock Exchanges 

Securities registered pursuant to Section 12(g) of the Act: 

None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities 
Act. Yes 0 NoD 

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the 
Act. Yes D No 0 

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of 
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was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes 0 
NoD 

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (Section 229.405 
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definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any 
amendment to this Form 10-K. 0 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated 
filer. See definition of"accelerated filer and large accelerated filer" in Rule 12b-2 of the Exchange Act. (Check 
one): 

arge accelerated filer 0 ccelerated filer D on -accelerated 

filer D 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). 
Yes D No 0 

At June 30, 2006, the aggregate market value of the registrant's voting stock held by nonaffiliates was 
approximately $93,436,462,000. 

At January 31, 2007, 2,909,893,627 shares of the registrant's Common Stock were outstanding, after deducting 
57,758,811 shares held in treasury. 

Documents incorporated by reference: 

Portions of the registrant's Annual Report to Shareowners for the year ended December 31, 2006 (Parts I and II). 

Portions of the registrant's Proxy Statement prepared in connection with the 2007 Annual Meeting of Shareowners 
(Part III). 
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I PART I Item 1. Business 

General 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. Our 
Wireline business provides telephone services, including voice, network access and nationwide long-distance 
services, broadband video and data services, and other communications products and services. Our wireline 
business also owns and operates one of the most expansive end-to-end global Internet Protocol (IP) networks. Our 
domestic wireless business, operating as Verizon Wireless, provides wireless voice and data products and services 
across the United States using one of the most extensive domestic wireless networks. Stressing diversity and 
commitment to the communities in which we operate, we have a highly diverse workforce of 242,000 employees. 

Verizon, formerly known as Bell Atlantic Corporation, was incorporated in 1983 under the laws of the State of 
Delaware. We began doing business as Verizon Communications on June 30, 2000 following our merger with 
GTE Corporation. We completed our merger with MCI on January 6, 2006, and have incorporated its operations 
into our wireline business. 

Our principal executive offices are located at 140 West Street, New York, New York 10007 (telephone number 
212-395-1000). 

We have two reportable segments, Wireline and Domestic Wireless, which we operate and manage as strategic 
business units and organize by products and services. Our segments and their principal activities consist of the 
following: 

video and data, next generation IP network services, network access, long distance and other services to 

consumers, carriers, business and government customers both domestically and globally in 150 countries. 

~omestic Wireless I pomestic Wireless products and services include wireless voice and data 

products and other value added services and equipment sales across the United States. 

You can find additional business information under the heading "Overview" on pages 18 through 19 and segment 
financial information under the heading "Segment Results of Operations" on pages 24 through 27 and in Note 17 
on pages 69 through 71 of the 2006 Verizon Annual Report to Shareowners, which is incorporated herein by 
reference. 
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ire line 

Background 

Our Wireline segment, which includes the operations of the former MCI, is comprised of two strategic units, 
Verizon Telecom and Verizon Business. Revenues in 2006 were $50,794 million, representing approximately 58% 
ofVerizon's aggregate revenues. Verizon Telecom provides local telecommunications, broadband data and video 
services in 28 states and Washington, D.C., as well as nationwide long-distance and other communications 
products and services. Verizon is deploying a fiber-to-the-premises network under the FiOS service mark, that we 
believe is the platform of the future for digital voice, data and video services with sufficient bandwidth and 
capabilities to meet our customers needs for the foreseeable future. FiOS allows us to offer our customers fast, 
reliable broadband access speeds, as well as robust video services. The Wireline segment also includes Verizon 
Business, a provider of next-generation IP network and Information Technology (IT) products and services to 
medium and large businesses and government customers. 

Operations 

Verizon Telecom 

Verizon Telecom consists of three lines of business which operate across our telephone subsidiaries and focus on 
specific customer market areas. We are not dependent on any single customer. Our telephone operations remain 
responsible within their respective service areas for the provision of telephone services and regulatory matters. 

Our Mass Markets line of business markets communications and information services to residential customers and 
small businesses including basic telecommunication service and end-user access; value-added services such as 
voicemail, caller ID and call forwarding; and broadband services, which include digital subscriber lines (DSL) and 
fiber optics to the premise (FiOS data and FiOS television services). Our long distance subsidiary provides national 
and international long distance services in all 50 states to residential and business customers, including calling 
cards, 800/888 services and operator services. Mass Market revenues in 2006 were approximately $22,528 million, 
representing approximately 44% ofWireline's aggregate revenues. These revenues were derived primarily from 
the provision of telecommunication services to residential users. 

Our Wholesale line of business markets our long distance and local exchange network facilities for resale to other 
long distance and competing communications carriers. Wholesale services include switched access, special access, 
high-capacity, high-speed digital services, unbundled network elements (UNE's) and interconnection revenues 
from competitive local exchange carriers (CLEC) and wireless carriers. Wholesale revenues in 2006 were 
approximately $8,323 million, representing approximately 16% ofWireline's aggregate revenues. Approximately 
70% of total Wholesale revenues were derived from interexchange carriers. The remaining revenues principally 
come from other local exchange carriers, which resell network connections to their own customers. 
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Other services include operator services (including deaf relay services), public (coin) telephone, as well as former 
MCI dial around services including 10-10-987, 10-10-220, 1-800-COLLECT and Prepaid phone cards. Other 
revenues in 2006 were approximately $2,408 million, representing approximately 5% ofWireline's aggregate 
revenues. 

Verizon Business 
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Verizon Business consists of three lines of business which focus on the needs of our enterprise business customers. 
We are not dependent on any single customer. 

Our Enterprise Business line of business markets voice, data and internet communications services to medium and 
large business customers, multi-national corporations, and state and federal governments. The Enterprise Business 
also provides value-added services that make communications more secure, reliable and efficient, as well as 
managed network services that enable customers to outsource all or a portion of their communications and 
information processing operations. In addition, Enterprise Business provides traditional data services in specific 
markets, such as Private Line, Frame Relay and ATM services, as well as advanced IP network services, both 
domestically and internationally. Enterprise Business's fastest growing product line is the Internet suite of products 
that include Private IP, IP VPN, Web Hosting and Voice over Internet Protocol (VoiP). Enterprise Business 
revenues in 2006 were approximately $13,999 million, representing approximately 28% ofWireline's aggregate 
revenues. 

Our Wholesale line of business focuses on the domestic wholesale services markets, which includes all wholesale 
traffic in the United States, as well as traffic that originates in the United States and terminates in a different 
country. Total Wholesale revenue was approximately $3,381 million in 2006, representing approximately 7% of 
Wireline's aggregate revenues. Revenues from Wholesale local and long distance voice products, including 
transport, were approximately $1,601 million in 2006, representing 47% of Wholesale's aggregate revenues. 
Wholesale revenue is influenced by aggressive competitive pricing, in particular long distance voice services. 
Revenues from Wholesale data and internet products were approximately $1,780 million in 2006, representing 
approximately 53% of Wholesale's aggregate revenues. 

Our International and Other operations serve businesses, government entities and telecommunication carriers 
outside of the United States and include our Skytel paging business. The International and Other market represents 
a new revenue stream to Verizon resulting from the MCI acquisition. Our revenues from International and Other 
were approximately $3,110 million, representing approximately 6% ofWireline's aggregate revenues in 2006. Of 
this amount, International and Other had voice revenue of approximately $1,822 million representing 
approximately 4% of Wire line's aggregate revenues. 

Competition 

The telecommunications industry is highly competitive. Factors contributing to the industry's increasingly 
competitive market include regulatory changes, product substitution, technological advances, excess network 
capacity and the entrance of new competitors. In this environment, competition is based on price and pricing plans, 
the types of services offered, the combination of services into bundled offerings, customer service, the quality and 
reliability of services provided and the development of new products and services. Current and potential 
competitors in telecommunication services include cable companies, wireless service providers, long distance 
companies, other local telephone companies, foreign telecommunications providers, electric utilities, Internet 
service providers and other companies that offer network services. Many of these companies have a strong market 
presence, brand recognition and existing customer relationships, all of which contribute to intensifying competition 
and may affect our future revenue growth. 

Cable Services 

Cable competitors have aggressively increased the size and digital capacity of their cable networks. Cable 
companies have continued to upgrade their networks to offer more digital products and services. They continue to 
aggressively market competitive bundled offerings that include high-speed internet access, digital television and 
voice services. 

Voice over Internet Protocol Services 

Our wireline telecommunications services also face increasing competition from companies which provide VoiP 
services. These services use the Internet or private broadband networks to transmit voice communications. VoiP 
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services are available from a wide range of companies including cable companies, long-distance companies, 
national VoiP providers and regional service providers. 

Wireless Services 

Wireless services also constitute a significant source of competition to our wireline telecommunications services, 
especially as wireless carriers (including Verizon Wireless) expand and improve their network coverage and 
continue to lower their prices. As a result, more consumers are substituting wireless services for basic wireline 
service. Wireless telephone services can also be used for data transmission. 

Local Exchange Services 

The ability to offer local exchange services historically has been subject to regulation by state regulatory 
commissions. Applications from competitors to provide and resell local exchange services have been approved in 
every jurisdiction in our service territory. The Telecommunications Act of 1996 has significantly increased the 
level of competition in our local exchange markets. 

2 

Table of Contents<> 

As a result of the Telecommunications Act of 1996, which required us to permit potential competitors to purchase 
our services for resale, or access components of our network on an unbundled basis (UNEs) at a prescribed cost, 
competition in our local exchange markets continues to increase. Our telephone operations generally have been 
required to sell their services to CLECs at significant discounts from the prices our telephone operations charge 
their retail customers. The scope of these obligations going forward and the rates we receive, are subject to ongoing 
review and revision by the Federal Communications Commission (FCC) and state regulators. See "Regulatory and 
Competitive Trends." 

Long Distance Services 

We offer long distance services regionally and throughout the United States. State regulatory commissions rather 
than federal authorities generally regulate regional long distance services. Federal regulators have jurisdiction over 
interstate long distance services. All of our state regulatory commissions (except in Washington, D.C., where 
regional long distance is not provided) permit other carriers to provide long distance services within the state. Our 
authority in Alaska is limited to interstate and international services. A number of our major competitors in the 
long distance business have strong brand recognition and existing customer relationships. 

Public Telephone Services 

The growth of wireless communications has significantly decreased usage of public telephones, as more customers 
are substituting wireless services for public telephone services. In addition, we face competition from other 
providers of public telephone services. 

Operator Services 

Our operator services product line faces competition from alternative operator services providers and Internet 
service providers. 

Equipment Manufacturers 

In addition to producing telecommunications products and computer network devices and systems, equipment 
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manufacturers may also provide consulting and outsourcing services that compete directly with products and 
services we offer. 

International Competition 

Our international business competes primarily with incumbent telephone companies, some of which have special 
regulatory status and exclusive rights to provide certain services and have historically dominated their local 
markets. We also compete with other international service providers, some of which are affiliated with incumbent 
telephone companies in other countries. 

Network 

Verizon Telecom presently serves a territory of 45.1 million access lines in 28 states and Washington D.C. We 
continue to upgrade our network in order to provide an ever increasing number of customers with broadband 
capabilities. Our advanced FiOS network uses state of the art fiber-optic cable and optical electronics to directly 
link homes and businesses to our network. Our fiber network will offer us the opportunity to provide our customers 
with improved network reliability and speed for voice, data and video connections. As of the end of 2006, our FiOS 
network passed more than 6 million homes, doubling the amounts of premises passed from the previous year. 

Verizon Business owns and operates one of the most expansive IP backbone networks in the world. The Verizon 
Business data network includes more than 446,000 route miles, including terrestrial and undersea cable, spanning 
six continents and access to another 187,000 route miles from Verizon Telecom. Verizon Business provides voice, 
data and Internet services on its state-of-the-art fiber-optic network to customers in more than 2,700 cities and 150 
countries. Verizon Business currently operates eight satellite facilities located throughout the United States and 
Guam. Verizon Business also operates satellite links to more than 200 teleports worldwide in approximately 110 
countries for both government and business customers. 
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Wireline Offerings 

Verizon Telecom provides a broad array of communications services to our residential and small business 
customers, including voice, broadband data and video, network access, long-distance and other communications 
products and services. 

I· I KJoice services include the provision oflocal exchange services, local private line, wire maintenance, 
voice messaging and value-added services. Value-added services are a family of services that expand the utilization 
of our network, including products such as Caller ID, Call Waiting and Return Call. 

I· Brpad~apd data and video services include DSL and FiOS high speed data and FiOS TV services. 

I· Nqtwofkl access services are provided to end-user customers and long distance and other competing carriers who 
use our local exchange facilities to provide usage services to their customers. 

I· Lqng-Jieytance services include regional toll and long distance voice and data services. 

I· Other 4ofumunications products and services include operator services (including deaf relay services), public 
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(coin) telephone, as well as former MCI dial around services including 10-10-987, 10-10-220, 1-800 COLLECT 

and Prepaid phone cards. 

~omestic Wireless 

Background 

Our Domestic Wireless segment, Cellco Partnership doing business as Verizon Wireless (Verizon Wireless), is a 
joint venture formed in April2000 by the combination of the U.S. wireless operations and interests ofVerizon and 
Vodafone Group Plc (Vodafone). Verizon owns a controlling 55% interest in Verizon Wireless and Vodafone owns 
the remaining 45%. 

Operations 

Verizon Wireless provides wireless voice and data services across one of the most extensive wireless networks in 
the U.S. Verizon Wireless is the largest domestic wireless carrier in terms of total revenue and the most profitable, 
as measured by operating income. We believe, based on publicly available information, that Verizon Wireless has 
the largest base of retail customers, that is, customers who are directly served and managed by Verizon Wireless 
and who buy its branded services. 

Competition 

There is substantial competition in the wireless telecommunications industry. Other wireless providers, including 
other cellular and PCS operators and resellers, serve each of the markets in which we operate. We currently 
compete primarily against three other national wireless service providers: AT&T (formerly Cingular), Sprint 
Nextel and T -Mobile USA. In addition, in many markets we also compete with regional carriers, such as ALL TEL 
and US Cellular. Competition may increase due to ongoing industry consolidation, if smaller, stand-alone wireless 
providers transfer licenses to larger, better capitalized and more experienced wireless providers. Resellers, now 
sometimes referred to as Mobile Virtual Network Operators, who buy bulk wholesale services from facilities-based 
carriers for resale, provide yet another set of differentiated competitors in the marketplace. 

We expect competition for both customers and network usage to intensify as a result of the higher penetration 
levels that currently exist in the industry, the development and deployment of new technologies, the introduction of 
new wireless and fixed line products and services, new market entrants, the availability of additional spectrum, 
both licensed and unlicensed, and regulatory changes. For example, we face increased competition as a result of 
the use of other high-speed wireless technologies, such as Wi-Fi and WiMAX, which are being deployed or 
proposed, to meet the growing customer appetite for wireless communications in fixed, nomadic and fully mobile 
environments. In addition, some cable companies have partnered with wireless carriers, acquired wireless spectrum 
and are now introducing wireless offerings to their customers. We are also experiencing competition from 
providers of fixed line VoiP services, which displace in-building usage from cellular/PCS carriers. Additionally, as 
wireless data proliferates, content is becoming an increasingly significant factor in the appeal of these services. 
This may give content providers and other participants in the wireless value chain opportunities for increased 
leverage and/or opportunities to compete for wireless data revenues. 

We believe that the following are the most important competitive factors in our industry: 

I· I Retwork reliability, capacity and coverage. Lower prices, improved service quality and new service offerings 
have led to increased network usage. As a result, the ability to keep pace with network capacity needs and offer 
highly reliable national coverage through one's own network is important. We have an extensive national network, 
and we continue to look for expansion opportunities through the build-out of existing licenses, acquisitions and/or 
spectrum leasing. We own licenses that cover much of the country but we expect to spend significant amounts to 
expand our capacity and extend our coverage area and maintain and improve the quality of our network. Our 
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competitors also have these needs and they are using similar means to address them. 
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I· Pfiping . Service and equipment pricing is an important area in which wireless carriers compete, as evidenced by 
recent increases in the marketing of minutes-sharing plans, free mobile-to-mobile calling, and offerings of larger 
bundles of included minutes at price points, with no roaming or long distance charges. We seek to compete in this 
area by offering our customers services and equipment that they will regard as the best available value for their 

money. 

I· Qu}tomer service . Quality customer service is essential to ensure that we can obtain new customers and retain 
existing customers. We believe that the quality of our customer service is a key factor in retaining our customers 
and in attracting both new-to-wireless customers and those customers of other carriers who want to switch their 
wireless service. Our competitors also recognize the importance of customer service and are also focusing on 

improving the customer experience. 

I· PFqduct Differentiation . As wireless technologies develop and wireless broadband networks proliferate, 
continued customer and revenue growth will be increasingly dependent on the development of new and 
differentiated products and services. We are committed to providing customer solutions through the development 
and rapid deployment of new and innovative products and services developed both internally and in collaboration 

with application service providers. 

I· sJ7l~s and Distribution . Key to achieving sales success in the wireless industry is the reach and quality of sales 
channels and distribution points. We believe that the optimal mix of direct, indirect and wholesale distribution 
channels is an important ingredient in achieving industry-leading profitability. A goal of our distribution strategy 
is to increase sales through our company-operated stores and our outside sales team, as well as through 
telemarketing and web-based sales and fulfillment capabilities. Supplementing this is an extensive indirect 
distribution network of retail outlets and prepaid replenishment locations, original equipment manufacturers and 

value-added distributors, as well as various resellers who buy our service on a wholesale basis. 

Our success will depend on our ability to anticipate and respond to various factors affecting the industry, including 
the factors described above, as well as new technologies, new business models, changes in customer preferences, 
regulatory changes, demographic trends, economic conditions, and pricing strategies of competitors. 

Network 

A key part of our business strategy is to provide the highest network reliability. We believe that network reliability 
is a key differentiator in the U.S. market and a driver of customer satisfaction. Consistent with this strategy, we 
will continue to build-out, expand and upgrade our network in an effort to provide sufficient capacity and seamless 
and superior coverage and reliability throughout our licensed area so that our customers can enjoy consistent 
features and high-quality service, regardless of location. In addition, we will continue to explore strategic 
opportunities to expand our overall national coverage through selective acquisitions of wireless operations and 
spectrum licenses. 

Our network is among the largest in the U.S., with licensed and operational coverage in 49 of the 50 largest 
metropolitan areas. Our built network covered a population of approximately 256 million and provided service to 
59.1 million customers, as of December 31, 2006. 
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Network Technology 

Our primary network technology platform is CDMA, based on spread-spectrum digital radio technology. CDMA 
technology's compatible 1XRTT upgrade, a wireless technology developed by Qualcomm as part of its family of 
technologies known as CDMA2000, is presently deployed in virtually all of our cell sites nationwide. 1XRTT 
increases the voice traffic capacity available to us and provides increased data rates. Further, 1XRTT is a modular 
infrastructure upgrade that has proven to be cost -efficient and practical for rapid nationwide deployment. In 
addition to 1XRTT, in 2004 we began deploying EV-DO (Revision 0), a 3G packet-based technology that is a part 
of the CDMA2000 technology path. EV-DO is intended primarily for high-speed data transmission. As with 
1XRTT, we have been able to implement EV-DO by changing and/or adding modular components and software in 
our network. EV-DO service, branded and marketed as BroadbandAccess, was available in markets covering a 
population of approximately 200 million as ofDecember 31, 2006. Coverage expansions and additional market 
launches are planned for 2007. In addition, during 2006, we began deploying EV-DO (Revision A) infrastructure 
that will enable faster data rates. 

Spectrum 

We have licenses to provide mobile wireless services on the 800-900 MHz and 1800 -1900 MHz portions of the 
radio spectrum. In addition, we recently acquired Advanced Wireless Services spectrum on the 1700 and 2100 
MHz portions of the radio spectrum, which we anticipate using for advanced wireless broadband services. 
Collectively, these licenses cover territories in which approximately 292 million people, or approximately 99% of 
the estimated U.S. population, reside. The 800-900 MHz portion is used to provide both analog and digital cellular 
voice and data services, while our 1800-1900 MHz portion provides all-digital PCS voice and data services. Our 
digital wireless service is available to all of the population to which we provide coverage. Digital usage currently 
accounts for more than 99% of our busy-hour traffic. While we provide digital coverage in all of our markets, we 
will continue to simultaneously provide analog coverage in our cellular markets. The FCC will no longer require 
cellular carriers to provide analog cellular service as of February 18, 2008, and our intent is to no longer offer such 
service after that date. 

Recent Acquisitions 

On November 29, 2006, we were granted thirteen 20 MHz licenses we won in an FCC auction of Advanced 
Wireless Services spectrum that concluded on September 18, 2006, for which we had bid a total of $2,809 million. 
These licenses, which we anticipate using for the provision 
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of advanced wireless broadband services, cover a population of nearly 200 million. We have made all required 
payments to the FCC for these licenses. 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in the new partnership which was exchangeable into the common stock ofVerizon Wireless if 
an initial public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of 
the asset contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon 
common stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. As 
a result of acquiring Price's limited partnership interest, Verizon recorded goodwill of $345 million in the third 
quarter of 2006 attributable to its Domestic Wireless segment. 

Wireless Offerings 
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We believe that increasing the value of our service offerings to customers will help us to retain our existing 
customers, attract new customers and increase customer usage, all of which will, in turn, drive revenue and net 
income growth. 

Our service packages are designed around key customer groups, from the young adult market to multinational 
business accounts. We tailor our wireless services, which include both voice and data offerings, and postpaid and 
prepaid pricing options, to the needs of these customers. 

Wireless Services 

Voice services. We offer a variety of packages for voice services with features and competitive pricing plans that 
are predominantly offered on a postpaid basis with a contract term. Specifically, we offer our America's Choice 
plans, which provide a choice in amounts of bundled minutes together with no roaming or long distance charges 
for calls on our preferred network; family/small group and shared minute plans for multiple-user households and 
small businesses; and plans targeted to business accounts with over 100 lines and national accounts with over 
1,000 lines. In addition, we offer a national prepaid product that enables individuals to obtain wireless voice 
services without a long-term contract by paying in advance. 

Data services. We believe that we are in a strong position to take advantage of the growing demand for wireless 
data services. Our strategy is to continue to expand our wireless data, messaging and multi-media offerings for 
both consumer and business customers. 

We offer an array of data transmission and content services, such as: 

I· BFqadbandAccess/NationalAccess . EV-DO, our Wide Area Network packet IP solution, which we market as 
BroadbandAccess, provides significantly increased data transmission rates on existing applications and enables the 
provisioning of enhanced data applications that can operate at broadband speeds. In addition, our lXRTT digital 
technology, which we market as NationalAccess, enables higher-speed applications, such as e-mail, enterprise 

applications, image downloads, and full browsing capabilities for laptop computer users. 

I· THt and Picture Messaging . With compatible wireless devices, our customers can send and receive text 

messages, as well as still pictures and full-motion video clips with sound. 

I· t1CfAST. Our V CAST service, available on EV-DO-enabled handsets, enables customers to access daily-updated 
videos from leading content providers of current news, weather, sports and entertainment programming. In 
addition, our V CAST Music service enables customers to download music either directly to their V CAST Music­

enabled phones or to their personal computers. 

I· Qef It Now . Our Get It Now service enables our customers to download hundreds of applications to their 

handsets, such as ring tones, games and wallpapers . 

I· A{olbile Web . Our Mobile Web service offers customized access to content through our portal, and allows 
customers to access the Internet, e-mail and personal information management tools, such as calendars and address 

books, through handset -based menus. 

I· LpJation Based Services (LBS) . Our location-based service, VZ Navigator, enables customers to obtain audible 
turn-by-turn directions to their destination, locate various points of interest and access other location-related 

information by using VZ Navigator-capable handsets. 

I· @feless Business Solutions - VZO.ffice . Through our suite of VZO.ffice services, we provide enterprise customers 
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solutions for accessing the Internet and corporate intranet, which allow for optimized wireless access to the 
customer's corporate applications or databases. In addition, we offer our corporate customers the ability to 
wirelessly send and receive e-mail using various handheld devices, including wirelessly equipped PDA devices. 

Wireless Device 

We believe our position in the U.S. wireless industry has enabled us to become a service provider of choice for 
wireless device manufacturers and has helped us to develop exclusive offers for our customers and branded 
handsets that complement our focus on high-quality service and an optimal user experience. The wireless devices 
that we offer are predominantly EV-DO enabled, and all of them are compatible with our 1XRTT 
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network. In addition, all of the handsets that we offer are headphone/earphone compatible and, through GPS 
functionality, compliant with the FCC's E-911 requirements. 

Marketing 

We focus our marketing strategy on targeting solutions based upon our customers' needs, promoting our brand, 
leveraging our extensive distribution network and cross-marketing with our owners. 

Our marketing efforts are focused on a coordinated program of television, print, radio, outdoor signage, Internet 
and point-of-sale media promotions. We coordinate our marketing efforts throughout our service area in order to 
ensure that our marketing message is consistently presented across all of our markets. Our promotion of the 
"Verizon Wireless" brand is complemented by Verizon Communications' own brand marketing efforts, reinforcing 
the awareness of our services in shared markets and capitalizing on the size and breadth of Verizon 
Communications' customer base. 

Sales and Distribution Channels 

Our sales strategy is to use a mix of direct, indirect and wholesale distribution channels in order to increase 
customer growth while reducing customer acquisition costs. 

Our company-operated stores are a core component of our distribution strategy. Our experience has been that 
customers entering through this direct channel are generally higher-value customers who generate higher revenue 
per month on average and are less likely to cancel their service than those who come through other mass-market 
channels. We had 2,231 company-operated stores and kiosks (including our "store-within-a-store" kiosks in 
Circuit City and BJ's Wholesale locations) as of December 31, 2006. In addition, our direct channel also includes 
our business-to-business organization, which is focused on supporting the needs of our local, regional and national 
business customers, as well as a telemarketing sales force dedicated to receiving incoming calls. We also offer 
fully-automated, end-to-end, web-based sales of wireless handsets, accessories and service in all of our markets. 

We have indirect retail locations throughout the U.S. selling wireless services, including both full-service locations 
and locations selling our prepaid products and services, such as Wal-Mart and Target. We also sell wireless access 
on a wholesale basis. Our wholesale business involves the sale of wholesale access and minutes to independent 
companies that package and resell wireless services to end-users. 

Customer Service, Retention and Satisfaction 
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We believe that quality customer service increases customer satisfaction, which reduces churn, and is a key 
differentiator in the wireless industry. We are committed to providing high-quality customer service, investing in 
loyalty and retention efforts and continually monitoring customer satisfaction in all facets of our service. 

While our customer service representatives are available during our normal business hours, we also have 
representatives available 24 hours a day, 7 days a week for emergency and technical customer issues. In addition, 
customers can do business with us at any time, without having to speak with a customer service representative, 
through our enhanced self-service applications via our interactive voice response system, through our web site, and 
via applications accessible from the customer's handset. 

Under our enhanced Worry Free Guarantee, a national retention and loyalty initiative, we commit to our customers 
an extensive and advanced network, responsive customer service with end-to-end resolution, the option to change 
at any time to any qualifying price plan without payment of any additional fees, a satisfaction guarantee, an early 
termination fee that declines each full month that a customer remains on their contract and, for customers who do 
business with us on line, free back-up protection that stores a copy of the customer's phone list on a secure website. 
The initiative also includes a handset upgrade credit every two years, provided that the customer signs a new two­
year contract on a calling plan with at least $35 monthly access. Another major retention and loyalty program is a 
customer life cycle management program in which we contact customers at key points in their service tenure with 
targeted offers and to provide proactive rate-plan analysis. 

kegulatory and Competitive Trends 

Competition and Regulation 

Technological, regulatory and market changes have provided Verizon both new opportunities and challenges. 
These changes have allowed Verizon to offer new types of services in this increasingly competitive market. At the 
same time, they have allowed other service providers to broaden the scope of their own competitive offerings. 
Current and potential competitors for network services include other telephone companies, cable companies, 
wireless service providers, foreign telecommunications providers, satellite providers, electric utilities, Internet 
service providers, providers ofVoiP services, and other companies that offer network services using a variety of 
technologies. Many of these companies have a strong market presence, brand recognition and existing customer 
relationships, all of which contribute to intensifying competition and may affect our future revenue growth. Many 
of our competitors also remain subject to fewer regulatory constraints than Verizon. 

We are unable to predict definitively the impact that the ongoing changes in the telecommunications industry will 
ultimately have on our business, results of operations or financial condition. The financial impact will depend on 
several factors, including the timing, extent and success of competition in our markets, the timing and outcome of 
various regulatory proceedings and any appeals, and the timing, extent and success of our pursuit of new 
opportunities. 
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FCC Regulation 

Our services are subject to the jurisdiction of the FCC with respect to interstate telecommunications services and 
other matters for which the FCC has jurisdiction under the Communications Act of 1934, as amended 
("Communications Act"). The Communications Act generally obligates us not to charge unjust or unreasonable 
rates nor engage in unreasonable discrimination when we are providing services as a common carrier, and 
regulates some of the rates, terms and conditions under which we provide certain services. The FCC also has 
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adopted regulations governing various aspects of our business, such as the following: (i) use and disclosure of 
customer proprietary network information; (ii) telemarketing; (iii) assignment of telephone numbers to customers; 
(iv) provision to law enforcement agencies of the capability to obtain call identifying information and call content 
information from calls pursuant to lawful process; (v) accessibility of services and equipment to individuals with 
disabilities if readily achievable; (vi) interconnection with the networks of other carriers; and (vii) customers' 
ability to keep (or "port") their telephone numbers when switching to another carrier. In addition, we pay various 
fees to support other FCC programs, such as the universal service program discussed below. Changes to these 
mandates, or the adoption of additional mandates, could require us to make changes to our operations or otherwise 
increase our costs of compliance. 

Broadband 

The FCC has adopted a series of orders that recognize the competitive nature of the broadband market, and impose 
lesser regulatory requirements on broadband services and facilities than apply to narrowband. With respect to 
facilities, the FCC has determined that certain unbundling requirements that apply to narrowband facilities do not 
apply to broadband facilities such as fiber to the premise loops and packet switches. With respect to services, the 
FCC has concluded that broadband Internet access services offered by telephone companies and their affiliates 
qualify as largely deregulated information services. The same order also concluded that telephone companies may 
offer the underlying broadband transmission services that are used as an input to Internet access services through 
private carriage arrangements on negotiated commercial terms. In addition, a Verizon petition asking the FCC to 
forbear from applying common carrier regulation to certain broadband services sold primarily to larger business 
customers when those services are not used for Internet access was deemed granted by operation of law on March 
19, 2006 when the FCC did not deny the petition by the statutory deadline. Both the FCC's order addressing the 
appropriate regulatory treatment of broadband Internet access services and the relief obtained through the 
forbearance petition are the subject of pending appeals. 

Video 

The FCC has a body of rules that apply to cable operators under Title VI of the Communications Act, and these 
rules also generally apply to telephone companies that provide cable services over their networks. In addition, 
companies that provide cable service over a cable system generally must obtain a local cable franchise. On 
December 21, 2006, the FCC announced the adoption of rules under Section 621 of the Communications Act to set 
parameters consistent with federal law, on the timing and scope of franchise negotiations by local franchising 
authorities. 

Interstate Access Charges and lntercarrier Compensation 

The current framework for interstate access rates was established in the Coalition for Affordable Local and Long 
Distance Services (CALLS) plan, which the FCC adopted on May 31, 2000. The CALLS plan has three main 
components. First, it establishes portable interstate access universal service support of $650 million for the industry 
that replaces implicit support previously embedded in interstate access charges. Second, the plan simplifies the 
patchwork of common line charges into one subscriber line charge (SLC) and provides for de-averaging of the SLC 
by zones and class of customers. Third, the plan set into place a mechanism to transition to a set target of $.0055 
per minute for switched access services. Once that target rate is reached, local exchange carriers are no longer 
required to make further annual price cap reductions to their switched access prices. As a result of tariff 
adjustments which became effective in July 2003, virtually all of our switched access lines reached the $.0055 
benchmark. 

The FCC currently is conducting a broad rulemaking proceeding to consider new rules governing intercarrier 
compensation including, but not limited to, access charges, compensation for Internet traffic, and reciprocal 
compensation for local traffic. The FCC has sought comments about intercarrier compensation in general, and has 
requested input on several specific reform proposals. 

The FCC also has pending before it issues relating to intercarrier compensation for dial-up Internet-bound traffic. 

GTEOSI00004363 



The FCC previously found that this traffic is not subject to reciprocal compensation under Section 25l(b)(5) of the 
Telecommunications Act of 1996. Instead, the FCC established federal rates per minute for this traffic that 
declined from $.0015 to $.0007 over a three-year period, established caps on the total minutes of this traffic subject 
to compensation in a state, and required incumbent local exchange carriers to offer to both bill and pay reciprocal 
compensation for local traffic at the same rate as they are required to pay on Internet-bound traffic. The U.S. Court 
of Appeals for the D.C. Circuit rejected part of the FCC's rationale, but declined to vacate the order while it is on 
remand. As a result, pending further action by the FCC, the FCC's underlying order remains in effect. The FCC 
subsequently denied a petition to discontinue the $.0007 rate cap on this traffic, but removed the caps on the total 
minutes of Internet -bound traffic subject to compensation. That decision has been upheld on appeal. Disputes also 
remain pending in a number of forums relating to the appropriate compensation for Internet -bound traffic during 
previous periods under the terms of our interconnection agreements with other carriers. 

The FCC also is conducting a rulemaking proceeding to address the regulation of services that use Internet 
protocol, including whether access charges should apply to voice or other Internet protocol services. The FCC also 
considered several petitions asking whether, and under what circumstances, services that employ Internet protocol 
are subject to access charges. The FCC previously has held that one provider's peer-to-peer Internet protocol 
service that does not use the public switched network is an interstate information service and is not subject to 
access charges, while a service that utilizes Internet protocol for only one intermediate part of a call's transmission 
is a telecommunications service that is subject to access charges. Another petition asking the FCC to forbear from 
applying access charges to voice over Internet protocol services 
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that are terminated on switched local exchange networks was withdrawn by the carrier that filed that petition. The 
FCC also declared the services offered by one provider of a voice over Internet protocol service to be 
jurisdictionally interstate on the grounds that it was impossible to separate that carrier's Internet protocol service 
into interstate and intrastate components. The FCC also stated that its conclusion would apply to other services 
with similar characteristics. That order has been appealed. 

The FCC also has adopted rules for special access services that provide for pricing flexibility and ultimately the 
removal of services from price regulation when prescribed competitive thresholds are met. More than half of 
special access revenues are now removed from price regulation. The FCC currently has a rulemaking proceeding 
underway to evaluate experience under its pricing flexibility rules, and to determine whether any changes to those 
rules are warranted. 

Universal Service 

The FCC also has a body of rules implementing the universal service provisions of the Telecommunications Act of 
1996, including rules governing support to rural and non-rural high-cost areas, support for low income subscribers, 
and support for schools, libraries and rural health care. The FCC's current rules for support to high-cost areas 
served by larger "non-rural" local telephone companies were previously remanded by U.S. Court of Appeals for the 
Tenth Circuit, which had found that the FCC had not adequately justified these rules. The FCC has initiated a 
rulemaking proceeding in response to the court's remand, but its rules remain in effect pending the results of the 
rulemaking. The FCC also has proceedings underway to evaluate possible changes to its current rules for assessing 
contributions to the universal service fund. As an interim step, in June 2006, the FCC ordered that providers of 
VoiP services are subject to federal universal service obligations. The FCC also increased the percentage of 
revenues subject to federal universal service obligations that wireless providers may use as a safe harbor. These 
decisions are the subject of a pending appeal. Any further change in the current assessment mechanism could 
result in a change in the contribution that local telephone companies, wireless carriers or others must make and 
that would have to be collected from customers. 

Unbundling of Network Elements 
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Under Section 251 of the Telecommunications Act of 1996, incumbent local exchange carriers were required to 
provide competing carriers with access to components of their network on an unbundled basis, known as UNEs, 
where certain statutory standards are satisfied. The Telecommunications Act of 1996 also adopted a cost-based 
pricing standard for these UNEs, which the FCC interpreted as allowing it to impose a pricing standard known as 
"total element long run incremental cost" or "TELRIC." The FCC's rules defining the unbundled network 
elements that must be made available at TELRIC prices have been overturned on multiple occasions by the courts. 
In its most recent order issued in response to these court decisions, the FCC eliminated the requirement to 
unbundle mass market local switching on a nationwide basis, with the obligation to accept new orders ending as of 
the effective date of the order (March 11, 2005). The FCC also established a one year transition for existing UNE 
switching arrangements. For high capacity transmission facilities, the FCC established criteria for determining 
whether high capacity loops, transport or dark fiber transport must be unbundled in individual wire centers, and 
stated that these standards were only expected to affect a small number of wire centers. The FCC also eliminated 
the obligation to provide dark fiber loops and found that there is no obligation to provide UNEs exclusively for 
wireless or long distance service. In any instance where a particular high capacity facility no longer has to be made 
available as a UNE, the FCC established a similar one year transition for any existing high capacity loop or 
transport UNEs, and an 18 month transition for any existing dark fiber UNEs. This decision has been upheld on 
appeal. 

As noted above, the FCC has concluded that the requirement under Section 251 of the Telecommunications Act of 
1996 to provide unbundled network elements at TELRIC prices generally does not apply with respect to broadband 
facilities, such as fiber to the premises loops, the packet -switched capabilities of hybrid loops and packet switching. 
The FCC also has held that any separate unbundling obligations that may be imposed by Section 271 of the 
Telecommunications Act of 1996 do not apply to these same facilities. The decision with respect to Section 271 has 
been upheld on appeal and a petition for rehearing of that appellate order was denied. 

Wireless Services 

The FCC regulates the licensing, construction, operation, acquisition and transfer of wireless communications 
systems, including the systems that Verizon Wireless operates, pursuant to the Communications Act, other 
legislation, and the FCC's rules. The FCC and Congress continuously consider changes to these laws and rules. 
Adoption of new laws or rules may raise the cost of providing service or require modification ofVerizon Wireless' 
business plans or operations. 

To use the radio frequency spectrum, wireless communications systems must be licensed by the FCC to operate the 
wireless network and mobile devices in assigned spectrum segments. Verizon Wireless holds FCC licenses to 
operate in several different radio services, including the cellular radiotelephone service, personal communications 
service, advanced wireless service, and point -to-point radio service. The technical and service rules, the specific 
radio frequencies and amounts of spectrum we hold, and the sizes of the geographic areas we are authorized to 
operate in, vary for each of these services. However, all of the licenses Verizon Wireless holds allow it to use 
spectrum to provide a wide range of mobile and fixed communications services, including both voice and data 
services, and Verizon Wireless operates a seamless network that utilizes those licenses to provide services to 
customers. Because the FCC issues licenses for only a fixed time, generally 10 years, Verizon Wireless must 
periodically seek renewal of those licenses. Although the FCC has routinely renewed all ofVerizon Wireless' 
licenses that have come up for renewal to date, challenges could be brought against the licenses in the future. If a 
wireless license were revoked or not renewed upon expiration, Verizon Wireless would not be permitted to provide 
services on the licensed spectrum in the area covered by that license. 

The FCC has also imposed specific mandates on carriers that operate wireless communications systems, which 
increase Verizon Wireless' costs. These mandates include requirements that Verizon Wireless: (i) meet specific 
construction and geographic coverage requirements during the license term; (ii) meet technical operating standards 
that, among other things, limit the radio frequency radiation from mobile devices and antennas; (iii) deploy 
"Enhanced 911" wireless services that provide the wireless caller's number, location and other information upon 
request by a state or local public safety agency that handles 911 calls; and (iv) comply with regulations for the 
construction of transmitters and towers that, among other things, restrict siting of towers in environmentally 
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sensitive locations and in places where the towers would affect a site listed 

9 

Table of Contents<> 

or eligible for listing on the National Register of Historic Places. Changes to these mandates could require Verizon 
Wireless to make changes to operations or increase its costs of compliance. 

The Communications Act imposes restrictions on foreign ownership of U.S. wireless systems. The FCC has 
approved the interest that Vodafone Group Plc holds, through various of its subsidiaries, in Verizon Wireless. The 
FCC may need to approve any increase in Vodafone's interest or the acquisition of an ownership interest by other 
foreign entities. In addition, as part of the FCC's approval ofVodafone's ownership interest, Verizon Wireless, 
Verizon and Vodafone entered into an agreement with the U.S. Department of Defense, Department of Justice and 
Federal Bureau oflnvestigation which imposes national security and law enforcement-related obligations on the 
ways in which Verizon Wireless stores information and otherwise conducts its business. 

Verizon Wireless anticipates that it will need additional spectrum to meet future demand. It can meet spectrum 
needs by purchasing licenses or leasing spectrum from other licensees, or by acquiring new spectrum licenses from 
the FCC. Under the Communications Act, before Verizon Wireless can acquire a license from another licensee in 
order to expand its coverage or its spectrum capacity in a particular area, it must file an application with the FCC, 
and the FCC can grant the application only after a period for public notice and comment. This review process can 
delay acquisition of spectrum needed to expand services. The Communications Act also requires the FCC to award 
new licenses for most commercial wireless services through a competitive bidding process in which spectrum is 
awarded to bidders in an auction. Verizon Wireless has participated in spectrum auctions to acquire licenses in the 
personal communication service and most recently the advanced wireless service. However, the timing of future 
auctions, and the spectrum being sold, may not match Verizon Wireless' needs, and the company may not be able 
to secure the spectrum in the auction. 

The FCC is also conducting several proceedings to explore whether and how to use spectrum more intensively by, 
for example, allowing unlicensed wireless devices to operate in licensed spectrum bands. These proceedings could 
increase radio interference to Verizon Wireless' operations from other spectrum users, or allow other users to share 
its spectrum. These changes may adversely impact the ways in which it uses spectrum, the capacity of that 
spectrum to carry traffic, and the value of that spectrum. 

State Regulation and Local Approvals 

Telephone Operations 

State public utility commissions regulate our telephone operations with respect to certain telecommunications 
intrastate rates and services and other matters. Our competitive local exchange carrier and long distance operations 
are generally classified as nondominant and lightly regulated the same as other similarly situated carriers. Our 
incumbent local exchange operations are generally classified as dominant. These latter operations predominantly 
are subject to alternative forms of regulation (AFORs) in the various states, although they remain subject to rate of 
return regulation in a few states. Arizona, Illinois, Nevada, New Hampshire, Oregon and Washington are rate of 
return regulated with various levels of pricing flexibility for competitive services. California, Connecticut, 
Delaware, the District of Columbia, Florida, Indiana, Maryland, Michigan, Maine, Massachusetts, New Jersey, 
New York, North Carolina, Ohio, Pennsylvania, Rhode Island, South Carolina, Texas, Vermont, Virginia, West 
Virginia and Wisconsin are under AFORs with various levels of pricing flexibility, detariffing, and service quality 
standards. None of the AFORs include earnings regulation. In Idaho, Verizon has made the election under a recent 
statutory amendment into a deregulatory regime that phases out all price regulation. 

Video 
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Companies that provide cable service over a cable system are typically subject to state and/or local cable television 
rules and regulations. As noted above, cable operators generally must obtain a local cable franchise from each local 
unit of government prior to providing cable service in that local area. Some states have recently enacted legislation 
that enables cable operators to apply for, and obtain, a single cable franchise at the state, rather than local, level. 
To date, Verizon has applied for and received state-issued franchises in Indiana, New Jersey and Texas. California 
has enacted statewide franchise reform legislation, but has not yet finalized implementing rules. 

Wireless Services 

The rapid growth of the wireless industry has led to an increase in efforts by some state legislatures and state 
public utility commissions to regulate the industry in ways that may impose additional costs on Verizon Wireless. 
The Communications Act generally preempts regulation by state and local governments of the entry of, or the rates 
charged by, wireless carriers. Although a state may petition the FCC to allow it to impose rate regulation, no state 
has done so. In addition, the Communications Act does not prohibit the states from regulating the other "terms and 
conditions" of wireless service. While numerous state commissions do not currently have jurisdiction over wireless 
services, state legislatures may decide to grant them such jurisdiction, and those commissions that already have 
authority to impose regulations on wireless carriers may adopt new rules. 

State efforts to regulate wireless services have included proposals to regulate customer billing, termination of 
service, trial periods for service, advertising, network outages, the use of handsets while driving, and the provision 
of emergency or alert services. Over the past several years, only a few states have imposed regulation in one or 
more of these areas, and in 2006 a federal appellate court struck down one such state statute, but Verizon Wireless 
expects these efforts to continue. Some states also impose their own universal service support regimes on wireless 
and other telecommunications carriers, and other states are considering whether to create such regimes. 

Verizon Wireless (as well as AT&T (formerly Cingular) and Sprint-Nextel) is a party to an Assurance of 
Voluntary Compliance ("AVC") with 33 State Attorneys General. The AVC, which generally reflected Verizon 
Wireless' practices at the time it was entered into in July 2004, obligates the company to disclose certain rates and 
terms during a sales transaction, to provide maps depicting coverage, and to comply with various requirements 
regarding advertising, billing, and other practices. 
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At the state and local level, wireless facilities are subject to zoning and land use regulation. Under the 
Communications Act, neither state nor local governments may categorically prohibit the construction of wireless 
facilities in any community or take actions, such as indefinite moratoria, which have the effect of prohibiting 
service. Nonetheless, securing state and local government approvals for new tower sites has been and is likely to 
continue to be a difficult, lengthy and expensive process. Finally, state and local governments continue to impose 
new or higher fees and taxes on wireless carriers. 

kecent Developments 

MCIMerger 

On January 6, 2006, Verizon acquired 100% of the outstanding common stock ofMCI, Inc. (MCI) for a 
combination of Verizon common shares and cash. MCI was a global communications company that provided 
Internet, data and voice communication services to businesses and government entities throughout the world and 
consumers in the United States. 
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On April 9, 2005, Verizon entered into a stock purchase agreement with eight entities affiliated with Carlos Slim 
Helu to purchase 43.4 million shares ofMCI common stock for $25.72 per share in cash plus an additional cash 
amount of 3% per annum from April 9, 2005, until the closing of the purchase of those shares. The transaction 
closed on May 17, 2005. The total cash payment was $1,121 million and the investment was accounted for as a 
cost investment. No payments were made under a provision that required Verizon to pay an additional amount at 
the end of one year to the extent that the price ofVerizon's common stock exceeded $35.52 per share. We received 
a special dividend of $5.60 per MCI share on these 43.4 million MCI shares, or $243 million, on October 27, 
2005. 

Under the terms of the merger agreement, MCI shareholders received .5743 shares ofVerizon common stock 
($5,050 million in the aggregate) and cash of $2.738 ($779 million in the aggregate) for each of their MCI shares. 
The merger consideration was equal to $20.40 per MCI share, excluding the $5.60 per share special dividend paid 
by MCI to its shareholders on October 27, 2005. There was no purchase price adjustment. 

Price Communications 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in the new partnership which was exchangeable into the common stock ofVerizon Wireless if 
an initial public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of 
the asset contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon 
common stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. As 
a result of acquiring Price's limited partnership interest, Verizon recorded goodwill of $345 million in the third 
quarter of 2006 attributable to its Domestic Wireless segment. 

Disposition of Businesses and Investments 

Verizon Dominicana C. par A., Telecomunicaciones de Puerto Rico, Inc., and Campania An6nima Nacional 
Telefonos de Venezuela 

During the second quarter of 2006, we reached definitive agreements to sell our interests in our Caribbean and 
Latin American telecommunications operations in three separate transactions to America M6vil, S.A. de C.V. 
(America M6vil), a wireless service provider throughout Latin America, and a company owned jointly by 
Telefonos de Mexico, S.A. de C.V. (Telmex) and America M6vil. We agreed to sell our 100 percent indirect 
interest in Verizon Dominicana C. por A. (Verizon Dominicana) and our 52 percent interest in 
Telecomunicaciones de Puerto Rico, Inc. (TELPRI) to America M6vil. An entity jointly owned by America M6vil 
and Telmex agreed to purchase our indirect 28.5 percent interest in Compafiia An6nima Nacional Telefonos de 
Venezuela (CANTY). 

In accordance with SF AS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets, " (SF AS No. 
144) we have classified the results of operations of Verizon Dominicana and TELPRI as discontinued operations. 
CANTY continues to be accounted for as an equity method investment. 

On December 1, 2006, we closed the sale ofVerizon Dominicana. The transaction resulted in net pretax cash 
proceeds of $2,042 million, net of a purchase price adjustment of $373 million. The U.S. taxes that became payable 
and were recognized at the time the transaction closed exceeded the $30 million pretax gain resulting in an after­
tax loss of $541 million. 

We expect to close the sale of our interest in TELPRI in 2007 subject to the receipt of regulatory approvals and in 
accordance with the terms of the definitive agreement. We expect that the sale will result in approximately $900 
million in net pretax cash proceeds. 
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During the second quarter of 2006, we entered into a definitive agreement to sell our indirect 28.5% interest in 
CANTY to an entity jointly owned by America Movil and Telmex for estimated pretax proceeds of $677 million. 
Regulatory authorities in Venezuela never commenced the formal review of that transaction and the related tender 
offers for the remaining equity securities of CANTY. On February 8, 2007, after two prior extensions, the parties 
terminated the stock purchase agreement because the parties mutually concluded that the regulatory approvals 
would not be granted by the Government. 
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In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic. The MOU provides that the Republic will offer to purchase all of the equity securities of 
CANTY through public tender offers in Venezuela and the United States at a price equivalent to $17.85 per ADS. 
If the tender offers are completed, the aggregate purchase price for Verizon's shares would be $572 million. If the 
2007 dividend that has been recommended by the CANTY Board is approved by shareholders and paid prior to the 
closing of the tender offers, this amount will be reduced by the amount of the dividend. Verizon has agreed to 
tender its shares if the offers are commenced. The Republic has agreed to commence the offers within forty-five 
days assuming the satisfactory completion of its due diligence investigation of CANTY. The tender offers are 
subject to certain conditions including that a majority of the outstanding shares are tendered to the Government 
and receipt of regulatory approvals. Based upon the terms of the MOU and our current investment balance in 
CANTY, we expect that we will record a loss on our investment in the first quarter of 2007. The ultimate amount 
of the loss depends on a variety of factors, including the successful completion of the tender offer and the 
satisfaction of other terms in the MOU. 

Spin-off of Verizon Information Services 

On November 17, 2006 we completed the spin-off ofldearc to shareowners ofVerizon. Verizon distributed a 
dividend of one share of Idearc common stock for every 20 shares of Verizon common stock. Cash was paid for 
fractional shares. The distribution of Idearc common stock is considered a tax free transaction for us and for our 
shareowners, except for the cash payments for fractional shares which are generally taxable. Idearc now owns what 
was the Verizon domestic print and Internet yellow pages directories publishing operations, which had been the 
principal component of our Information Services segment. This transaction resulted in an increase of nearly $9 
billion in shareowners' equity, as well as a reduction of total debt by more than $7 billion and we received 
approximately $2 billion in cash. 

Telephone Access Lines Spin-off 

On January 16, 2007, we announced a definitive agreement with FairPoint Communications, Inc. (FairPoint) that 
will result in Verizon establishing a separate entity for its local exchange and related business assets in Maine, 
New Hampshire and Vermont, spinning off that new entity to Verizon's shareowners, and immediately merging it 
with and into FairPoint. 

Upon the closing of the transaction, Verizon shareowners will own approximately 60 percent of the new company 
and FairPoint stockholders will own approximately 40 percent. Verizon Communications will not own any shares 
in FairPoint after the merger. In connection with the merger, Verizon shareowners will receive one share of 
FairPoint stock for approximately every 55 shares ofVerizon stock held as ofthe record date. Both the spin-off and 
merger are expected to qualify as tax-free transactions, except to the extent that cash is paid to Verizon 
shareowners in lieu of fractional shares. 

The total value to be received by Verizon and its shareowners in exchange for these operations will be 
approximately $2,715 million. Verizon shareowners will receive approximately $1,015 million of FairPoint 
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common stock in the merger, based upon FairPoint's recent stock price and the terms of the merger agreement. 
Verizon will receive $1,700 million in value through a combination of cash distributions to Verizon and debt 
securities issued to Verizon prior to the spin-off. Verizon may exchange these newly issued debt securities for 
certain debt that was previously issued by Verizon, which would have the effect of reducing Verizon's then­
outstanding debt. 

Redemption of Debt 

Debt assumed from MCI merger 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon was required to make this offer 
to noteholders within 30 days of the closing of the merger ofMCI and Verizon. Separately, Verizon notified 
noteholders that MCI was exercising its right to redeem both series of Senior Notes prior to maturity under the 
optional redemption procedures provided in the indentures. The 6.688% Notes were redeemed on March 1, 2006, 
and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

Zero-Coupon Convertible Notes 

Previously, Verizon Global Funding issued approximately $5,442 million in principal amount at maturity of zero­
coupon convertible notes due 2021 which were callable by Verizon on or after May 15, 2006. On May 15, 2006, we 
redeemed the remaining $1,375 million accreted principal of the outstanding zero-coupon convertible notes at a 
redemption price of $639.76 per $1,000 principal plus interest of approximately $0.5767 per $1,000 principal. The 
total payment on the date of redemption was approximately $1,377 million. 

Other Debt Redemptions/Prepayments 

Other debt redemptions/prepayments included approximately $697 million of outstanding debt issuances at various 
rates associated with our operating telephone companies. Original maturity dates ranged from 2010 through 2026. 
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On December 15, 2006, Verizon Wireless's six year 5.375% fixed rate note of $2.5 billion matured. At December 
31, 2006, Verizon Wireless had no third-party debt outstanding. 

On January 8, 2007, we redeemed the remaining $1,580 million of the outstanding notes of the Verizon 
Communications Inc. floating rate notes due 2007. 

The gain/(loss) on these redemptions and prepayments were immaterial. 

Issuance of Debt 

In February 2006, Verizon issued $4,000 million of floating rate and fixed rate notes maturing from 2007 through 
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2035. 

Spectrum Purchases 

On November 29, 2006, we were granted thirteen 20 MHz licenses we won in an FCC auction of Advanced 
Wireless Services spectrum that concluded on September 18, 2006, for which we had bid a total of $2,809 million. 
These licenses, which we anticipate using for the provision of advanced wireless broadband services, cover a 
population of nearly 200 million. We have made all required payments to the FCC for these licenses. 

Environmental Matters 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. In 
September 2005, the Army Corps of Engineers (ACE) accepted the Hicksville site into the Formerly Utilized Sites 
Remedial Action Program. This may result in the ACE performing some or all of the remediation effort for the 
Hicksville site with a corresponding decrease in costs to Verizon. To the extent that the ACE assumes 
responsibility for remedial work at the Hicksville site, an adjustment to a reserve previously established for the 
remediation may be made. Adjustments may also be made based upon actual conditions discovered during the 
remediation at any of the sites requiring remediation. 

New York Recovery Funding 

In August 2002, President Bush signed the Supplemental Appropriations bill that included $5.5 billion in New 
York recovery funding. Of that amount, approximately $750 million has been allocated to cover utility restoration 
and infrastructure rebuilding as a result of the September 11th terrorist attacks on lower Manhattan. These funds 
will be distributed through the Lower Manhattan Development Corporation following an application and audit 
process. As of September 2004, we had applied for reimbursement of approximately $266 million under Category 
One, although we did not record this amount as a receivable. We received advances totaling $88 million in 
connection with this application process. On December 22, 2004, we applied for reimbursement of an additional 
$136 million of Category Two losses, and on March 29, 2005 we amended our application seeking an additional 
$3 million. Category Two funding is for permanent restoration and infrastructure improvement. According to the 
plan, permanent restoration is reimbursed up to 75% of the loss. On November 3, 2005, we received the results of 
preliminary audit findings disallowing all but $44 million of our $266 million of Category One application. On 
December 8, 2005, we provided a detailed rebuttal to the preliminary audit findings. We received a copy of the 
final audit report for Verizon's Category One applications and, on January 4, 2007, we filed an appeal of the final 
audit report. That appeal, as well as our Category Two applications, are pending. 

mployees 

As ofDecember 31, 2006, Verizon and its subsidiaries had approximately 242,000 employees. Unions represent 
approximately 40% of our employees. 

~nformation on Our Internet Website 

We make available, free of charge on our website, our annual reports on Form 10-K, quarterly reports on Form 10-
Q, current reports on Form 8-K, and all amendments to those reports as soon as reasonably practicable after such 
material is electronically filed with or furnished to the Securities and Exchange Commission (SEC). Our website 
address is www.verizon.com. This information is included in "Investor Information" on our website. 
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Cautionary Statement Concerning Forward-Looking Statements 

In this Annual Report on Form 10-K we have made forward-looking statements. These statements are based on our 
estimates and assumptions and are subject to risks and uncertainties. Forward-looking statements include the 
information concerning our possible or assumed future results of operations. Forward-looking statements also 
include those preceded or followed by the words "anticipates," "believes," "estimates," "hopes" or similar 
expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements 
contained in the Private Securities Litigation Reform Act of 1995. 

The following important factors, along with those discussed elsewhere in this Annual Report, could affect future 
results and could cause those results to differ materially from those expressed in the forward-looking statements: 
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I· I fuaterially adverse changes in economic and industry conditions and labor matters, including workforce 
levels and labor negotiations, and any resulting financial and/or operational impact, in the markets served by us or 

by companies in which we have substantial investments; 

I· miterilllchanges in available technology, including disruption of our suppliers' provisioning of critical products 

or services; 

I· teqhnoHzy substitution; 

I· ani adv¥r~e change in the ratings afforded our debt securities by nationally accredited ratings organizations; 

I· th4 finill results of federal and state regulatory proceedings concerning our provision of retail and wholesale 
services and judicial review of those results; 

I· th¢ efficts of competition in our markets; 

I· th4 tilijiqg, scope and financial impacts of our deployment of fiber-to-the-premises broadband technology; 

I· th¢ ab4itr of Verizon Wireless to continue to obtain sufficient spectrum resources; 

I· ch~ng~s lin our accounting assumptions that regulatory agencies, including the SEC, may require or that result 
from changes in the accounting rules or their application, which could result in an impact on earnings; 

I· th¢ tin¥4g of the closings of the sales of our Latin American and Caribbean properties; and 

I· th4 extpqt and timing of our ability to obtain revenue enhancements and cost savings following our business 
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combination with MCI, Inc. 
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litem JA. Risk Factors 

We face significant competition that may reduce our market share and lower our profits. 

We face significant competition in our industry. The rapid development of new technologies, services and products 
has eliminated the traditional lines between local, long distance, wireless, cable and Internet communication 
services and brought new competitors to our markets, including other telephone companies, cable companies, 
wireless service providers, satellite providers, electric utilities, and providers of VoiP services. While these changes 
have enabled us to offer new types of services, they have also allowed other service providers to broaden the scope 
of their own competitive offerings. Our ability to compete successfully will depend on how successfully we 
anticipate and respond to various competitive factors, including new services that may be introduced by our 
competitors, changes in consumer preferences, demographic trends and pricing pressures. Because we are subject 
to more regulation and have higher cost structures than many of our competitors, due in part to the presence of a 
unionized workforce and a large retiree population in our wireline business, our competitors may be able to offer 
services at lower prices. The resulting pressure on the price of services provided by us may result in reduced 
revenues and reduction of profits. In addition, while the workforce of our wireless business is almost entirely non­
union, we cannot predict what level of success unions may have in organizing this workforce or the potentially 
negative impact of such labor organizing on our costs. 

Unless we are able to take advantage of technological developments in the telecommunications industry on a 
timely basis, we may experience a decline in a demand for our services or may be unable to implement our 
business strategy. 

Our industry is experiencing rapid change as new technologies are developed that offer consumers an array of 
choices for their communications needs. In order to grow and remain competitive, we will need to adapt to future 
changes in technology, to enhance our existing offerings and introduce new offerings to address our customers' 
changing demands. If we are unable to meet future advances in competing technologies on a timely basis or at an 
acceptable cost, we could lose customers to our competitors. In general, the development of new services in our 
industry requires us to anticipate and respond to the varied and continually changing demands of our customers. 
We may not be able to accurately predict technological trends or the success of new services in the market. In 
addition, there could be legal or regulatory restraints to our introduction of new services. If these services fail to 
gain acceptance in the marketplace, or if costs associated with implementation and completion of the introduction 
of these services materially increase, our ability to retain and attract customers could be adversely affected. 

While we believe our primary wireless technology platform, CDMA, and its upgrades offer many advantages, 
many competing wireless service providers have chosen GSM or other technologies as the technology platforms for 
their wireless networks. There are risks that current or future versions of the wireless technologies and 
evolutionary path that we have selected may not be demanded by existing and prospective customers or provide the 
advantages that we expect. In addition, there are risks that other wireless carriers on whom our customers roam 
may change their technology to GSM or other technologies that are incompatible with ours. As a result, the ability 
of our and such other carriers' customers to roam on our respective wireless networks could be adversely affected. 
If these risks materialize, our ability to provide national wireless service to our customers, to retain and attract 
customers, and to maintain and grow our customer revenues could be materially adversely affected. 

We depend on key suppliers and vendors to provide equipment that we need to operate our business. 
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We also depend upon various key suppliers and vendors to provide us with the equipment that we need to operate 
our business. If these suppliers or vendors fail to provide equipment or service to us on a timely basis, it could have 
an adverse impact on our ability to implement our business strategy and, in addition, we might be unable to satisfy 
the requirements contained in our FCC licenses regarding the construction of our wireless network. These 
suppliers and vendors may be subject to litigation with respect to technology that we depend on for our service 
offerings. 

Changes in the regulatory framework under which we operate could adversely affect our business prospects or 
results of operations. 

Our operations are subject to regulation by the FCC and other federal, state and local agencies. It is impossible to 
predict with any certainty the outcome of pending federal and state regulatory proceedings relating to our provision 
of retail or wholesale services, or the reviews by federal or state courts of regulatory rulings. Unless we are able to 
obtain relief, existing laws and regulations may inhibit our ability to expand our business and introduce new 
products and services. In addition, the adoption of new laws or regulations or changes to the existing regulatory 
framework could adversely affect our business plans. For example, the development of new technologies, such as 
Internet Protocol-based services, including VoiP and super high-speed broadband and video, could be subject to 
conflicting regulation between the FCC and various state and local authorities, which could significantly increase 
the cost of implementing and introducing new services based on this technology. In addition, the rapid growth of 
the wireless industry has led to an increase in efforts by some state legislatures and state public utility commissions 
to regulate the industry in ways that may impose additional costs on Verizon Wireless. Moreover, many states have 
also imposed significant taxes on providers in the wireless industry. 
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We are subject to a significant amount of litigation, which could require us to pay significant damages or 
settlements. 

Our business faces a substantial amount of litigation, including patent infringement lawsuits, antitrust class 
actions, personal injury claims and lawsuits relating to our advertising, sales, billing and collection practices. In 
addition, our wireless business also faces personal injury and consumer class action lawsuits relating to alleged 
health effects of wireless phones or radiofrequency transmitters, and class action lawsuits that challenge marketing 
practices and disclosures relating to alleged adverse health effects of handheld wireless phones. We may incur 
significant expenses in defending these lawsuits. In addition, we may be required to pay significant awards or 
settlements. 

~em lB. Unresolved Staff Comments 

None. 

litem 2. Properties 

General 

Our principal properties do not lend themselves to simple description by character and location. Our total 
investment in plant, property and equipment was approximately $204 billion at December 31, 2006 and $188 
billion at December 31, 2005, including the effect of retirements, but before deducting accumulated depreciation. 
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Our gross investment in plant, property and equipment consisted of the following at December 31: 

2006 2005 

Network equipment 80.1 % 81.2% 

Land, buildings and building equipment 9.9 9.1 

Furniture and other equipment 6.3 6.5 

Other 3.7 3.2 

100.0 % 100.0% 

Our properties are divided among our operating segments at December 31, as follows: 

2006 2005 

Wire line 76.7 % 76.9% 

Wireless 22.7 22.4 

Corporate and Other 0.6 0.7 

100.0 % 100.0% 

Network equipment consists primarily of aerial cable, underground cable, conduit and wiring, wireless plant, 
telephone poles, switching equipment, transmission equipment and related facilities. Land, buildings and building 
equipment consists of land and land improvements and central office buildings. Furniture and other equipment 
consists of public telephone instruments and telephone equipment (including PBXs), furniture, office equipment, 
motor vehicles and other work equipment. Other property consists primarily of plant under construction, capital 
leases, capitalized computer software costs and leasehold improvements. A portion of our property is subject to the 
liens of their respective mortgages securing funded debt. 

The customers of our telephone operations are served by electronic switching systems that provide a wide variety of 
services. At December 31, 2006, substantially all of the access lines were served by digital capability. 

lcapital Expenditures 

We continue to make significant capital expenditures to meet the demand for telecommunications services and to 
further improve such services. Capital spending for Wireline was $10,259 million in 2006, $8,267 million in 2005 
and $7,118 million in 2004. Capital spending for Domestic Wireless was $6,618 million in 2006, $6,484 million 
in 2005 and $5,633 million in 2004. In 2007, Verizon management expects capital expenditures to be in the range 
of $17.5 billion to $17.9 billion. 

litem 3. Legal Proceedings 

Verizon and a number of other telecommunications companies have been the subject of multiple class action suits 
concerning its alleged participation in intelligence-gathering activities allegedly carried out by the federal 
government, at the direction of the President of the United States, as part of the government's post-September 11 
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program to prevent terrorist attacks. Plaintiffs generally allege that Verizon has participated by permitting the 
government to gain access to the content of its subscribers' telephone calls and/or records concerning those calls 
and that such action violates federal and/or state constitutional and statutory law. Relief sought in the cases 
includes injunctive relief, attorneys' fees, and statutory and punitive damages. On August 9, 2006, the Judicial 
Panel on Multidistrict Litigation ("Panel") ordered that these actions be transferred, consolidated and coordinated 
in the U.S. District Court for the Northern District of California. The Panel subsequently ordered that a number of 
"tag along" actions also be transferred to the Northern District of California. Verizon has not answered or 
otherwise responded to any of the complaints. Verizon believes that these lawsuits are without merit. 

In the Matter of Certain Baseband Processor Chips and Chipsets, Transmitter and Receiver (Radio) Chips, Power 
Control Chips, and Products Containing Same, Including Cellular Telephone Handsets, an action brought before 
the United States International Trade Commission, 
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Broadcom Corporation alleges that certain chips and chipsets manufactured by respondent Qualcomm Corporation 
infringe three Broadcom patents. Broadcom is currently seeking a ban on the importation of certain devices 
containing Qualcomm's EV-DO chipsets, but not with respect to data cards, PDAs, smartphones or handheld 
email devices containing those chips. Verizon Wireless was granted permission to intervene in the proceeding on 
the issue of remedy but not on the issue of liability. The lTC staff, which is a party to the proceeding, has supported 
Broadcom's position with respect to liability and remedy. The trial on remedy was completed on July 11, 2006 
before an lTC administrative law judge. The Administrative Law Judge issued an initial determination, finding 
that Qualcomm has infringed one of the three Broadcom patents and recommended that Qualcomm's chipsets 
should be excluded from importation into the United States. However, the Administrative Law Judge further 
recommended that Verizon Wireless handsets that incorporate the Qualcomm EV-DO chipsets should not be 
subject to an exclusion order. Broadcom and the lTC staff requested review of the initial determination by the full 
lTC. On December 8, 2006, the lTC affirmed in substantial part the Administrative Law Judge's initial 
determination with respect to liability, determining that Qualcomm infringed one Broadcom patent. The lTC will 
hold a public hearing on the issues of remedy and the public interest on March 21, 2007. The decision of the full 
lTC with respect to remedy is expected to be made by May 8, 2007. During a 60-day period following any 
exclusion order by the lTC, the President of the United States may disapprove the order. Further, lTC exclusion 
orders are reviewable by the U.S. Court of Appeals for the Federal Circuit. Disruption of the supply of handsets 
incorporating Qualcomm EV-DO chipsets could have a material adverse effect on the availability of handsets to 
sell to Verizon Wireless customers and could therefore have a material adverse effect on its business. 

Item 4. Submission of Matters to a Vote of Security Holders 

Not Applicable. 

I Executive Officers of the Registrant 

Set forth below is information with respect to our executive officers. 

Name ~ge Office Held Since 

van G. Seidenberg ~0 Chairman and Chief Executive Officer 2000 

William P. Barr 56 Executive Vice President and General Counsel 2000 
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homas A. Bartlett Senior Vice President and Controller 2005 

ohn W. Diercksen xecutive Vice President - Strategy, Development and Planning 

2003 

lshaygan Kheradpir ~6 I ~xecutive Vice President and Chief Information Officer 

2007 

ohn F. Killian resident- Verizon Business 2006 

owell C. McAdam resident and Chief Executive Officer- Verizon Wireless 

2007 

Marc C. Reed I ~81 ~xecutive Vice President - Human Resources 2004 

irginia P. Ruesterholz resident- Verizon Telecom 2006 

ohn G. Stratton xecutive Vice President and Chief Marketing Officer 

2007 

ennis F. Strigl resident and Chief Operating Officer 2007 

homas J. Tauke xecutive Vice President - Public Affairs, Policy and Communications 

2004 

poreen A. Toben ~xecutive Vice President and Chief Financial Officer 

2002 

!catherine T. Webster !senior Vice President and Treasurer 2005 

Prior to serving as an executive officer, each of the above officers held high level managerial positions with the 
company or one of its subsidiaries for at least five years. 

Officers are not elected for a fixed term of office but are removable at the discretion of the Board of Directors. 

Lawrence T. Babbio Jr. (62) served as Vice Chairman and President and as an executive officer through December 
31, 2006. 

PART II 
Item 5. Marketfor Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of 

Equity Securities 

The principal market for trading in the common stock ofVerizon is the New York Stock Exchange. The common 
stock is also listed in the United States on the Boston, Chicago and Philadelphia stock exchanges. As of December 
31, 2006, there were 887,678 shareowners of record. 

High and low stock prices, as reported on the New York Stock Exchange composite tape of transactions, and 
dividend data are as follows: 

arket Price 

Cash Dividend Declared 

GTEOSI00004377 



~006 ~irst Quarter 1$ 33.89 1$ 
28.95 $ .405 

I !second Quarter ~3.46 I I 
29.00 .405 

I !Third Quarter ~6.62 I I 

30.22 .405 

I Wourth Quarter ~7.64 I I 

33.99 .405 

~005 first Quarter 1$ 39.56 1$ 
33.13 $ .405 

I !second Quarter 134.93 I I 

32.48 .405 

I [bird Quarter I b3.70 I I 

30.50 .405 

I fourth Quarter I 131.59 I I 

28.07 .405 

I* fAll Verizon prices have been adjusted for the spin-off ofldearc. 
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The following table provides information about Verizon's common stock repurchases during the fourth quarter of 
2006. 

eriod otal Number of Shar sPur based verage Price Paid per Share otal 

Number of Shares Purchased as Part of Publicly Announced Plans or Programs (1) Maximum Number of Shares that May Yet Be 

Purchased Under the Plans or Programs (2) 

pctober I 13,555,000 1$ 37.22 13,555,000 

56,020,200 

!November 1 ~75,ooo 137.65 ~75,000 
55,545,200 

pecember 1 15,611,6oo 135.80 15,611,600 

49,933,600 

I II I 

I II I 

I II I 

I II I 

I II I 

I II I 

I II I 

I II I 
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19,641,600 19,641,600 

49,933,600 

1(1) pn January 19, 2006, Verizon's Board of Directors authorized a common stock repurchase program. 

IC2)Th~ program authorizes total repurchases of up to 100 million common shares terminating no later than the 
close of business on February 28, 2008. Under the plan, Verizon has the option to repurchase shares for the 
corporation over time, with the amount and timing of repurchases depending on market conditions and corporate 

needs. 

~em6. Selected Financial Data 

Information required by this item is included in the 2006 Verizon Annual Report to Shareowners under the 
heading "Selected Financial Data" on page 17, which is incorporated herein by reference. 

Item 7. 

Information required by this item is included in the 2006 Verizon Annual Report to Shareowners under the 
heading "Management's Discussion and Analysis of Results of Operations and Financial Condition" on pages 18 
through 39, which is incorporated herein by reference. 

Quantitative and Qualitative Disclosures About Market Risk 

Information required by this item is included in the 2006 Verizon Annual Report to Shareowners under the 
heading "Market Risk" on page 32, which is incorporated herein by reference. 

Financial Statements and Supplementary Data 

Information required by this item is included in the 2006 Verizon Annual Report to Shareowners on pages 40 
through 79, which is incorporated herein by reference. 

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

~em9A. Controls and Procedures 

GTEOSI00004379 



Our chief executive officer and chief financial officer have evaluated the effectiveness of the registrant's disclosure 
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934), as 
of the end of the period covered by this annual report, that ensure that information relating to the registrant which 
is required to be disclosed in this report is recorded, processed, summarized and reported, within required time 
periods. Based on this evaluation, our chief executive officer and chief financial officer have concluded that the 
registrant's disclosure controls and procedures were effective as of December 31, 2006. 

We completed the merger with MCI on January 6, 2006, at which time MCI became a subsidiary ofVerizon. The 
Company has extended its Section 404 compliance program under the Sarbanes-Oxley Act of 2002 and the 
applicable rules and regulations under such Act to include the merged entity's internal controls over financial 
reporting. 

There were no changes in the registrant's internal control over financial reporting during the fourth quarter of 
2006 that have materially affected, or are reasonably likely to materially affect the registrant's internal control over 
financial reporting. 

Management's report on internal control over financial reporting and the attestation report ofVerizon's 
independent registered accounting firm is included in the 2006 Verizon Annual Report to Shareowners on pages 
40 through 41 and is incorporated herein by reference. 
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litem 9B. Other Information 

None. 

PART III 
Item 10. Directors, Executive Officers and Corporate Governance of the Registrant 

For information with respect to our executive officers, see "Executive Officers of the Registrant" at the end of Part 
I of this Report. For other information required by this item see the sections entitled "Election of Directors," 
"Structure and Practices of the Board" and "Section 16(a) Beneficial Ownership Reporting Compliance" in the 
Proxy Statement for our 2007 Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is 
incorporated herein by reference. 

Executive Compensation 

For information with respect to executive compensation, see the section entitled "Executive Compensation" in the 
Proxy Statement for our 2007 Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is 
incorporated herein by reference. 

Item 12. 

Matters 
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For information with respect to the security ownership of the Directors and Executive Officers and related 
stockholder matters, see the section entitled "Security Ownership of Certain Beneficial Owners and Management" 
in the Proxy Statement for our 2007 Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is 
incorporated herein by reference. In addition, see the following table for other equity compensation plan 
information: 

Ian category 

Weighted average exercise price of outstanding options, warrants and rights 

Number of securities remaining available for future issuance under equity compensation plans 

~quity compensation plans apptove4 by security holders 1185,110,937 

47.55 128,833,578 

~quity compensation plans not lapprQved by security holders 45,337,060 

41.90 9,900,616* 

[otal bo,447,997 46.44 

138,734,194 

I* ~ndicates the number of securities available for issuance under the Verizon Communications 2000 Broad-
Based Incentive Plan, which provides for awards of nonqualified stock options, restricted stock, restricted stock 

units and other equity-based hypothetical stock units to employees ofVerizon and its subsidiaries. 

Item 13. Certain Relationships and Related Transactions, and Director Independence 

For information with respect to certain relationships and related transactions, and director independence, see the 
"Structure and Practices of the Board" section of the Proxy Statement for our 2007 Annual Meeting of 
Shareholders filed pursuant to Regulation 14A, which is incorporated herein by reference. 

Item 14. Principal Accounting Fees and Services 

For information with respect to principal accounting fees and services, see the Proxy Statement for our 2007 
Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is incorporated herein by reference. 
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~ART IV 
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I Item 15. Exhibits, Financial Statement Schedules 

Documents filed as part of this report: 

I I 

I Page I 

(1) jReport of Management on Internal Control Over Financial Reporting * I 

(2) jReport of Independent Registered Public Accounting Firm on Internal Control Over Financial I 
* 

eport of Independent Registered Public Accounting Firm on Financial Statements 

* 

inancial Statements covered by Report of Independent Registered Public Accounting Firm: 

Consolidated Statements of Income * 
Consolidated Balance Sheets * 
Consolidated Statements of Cash Flows * 
Consolidated Statements of Changes in Shareowners' Investment * 
Notes to Consolidated Financial Statements * 

* Incorporated herein by reference to the appropriate portions of the registrant's annual report 

to shareowners for the fiscal year ended December 31, 2006. (See Part II.) 

(4) financial Statement Schedule I 

In- Valuation and Qualifying Accounts 24 I 

(5) !Exhibits I 
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I I 
Exhibit Number 

I 

3a I !Restated Certificate oflncorporation ofVerizon Communications Inc. (Verizon) (Exhibit 3a to Form 10-

K for the year ended December 31, 2005). 

ylaws ofVerizon, as amended and restated (Exhibit 3b to Form 10-Q for the period ended September 30, 
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o instrument which defines the rights of holders oflong-term debt ofVerizon and its consolidated 
subsidiaries is filed herewith pursuant to Regulation S-K, Item 601(b)(4)(iii)(A). Pursuant to this regulation, 
Verizon hereby agrees to furnish a copy of any such instrument to the SEC upon request. 

escription ofVerizon Deferred Compensation Plan for Non-Employee Directors (Exhibit lOa to Form 

10-K for the year ended December 31, 2000). * 

lOa(i) Description of Amendment to Plan (Exhibit lOa(i) to Form 10-K for the year ended December 31, 

ell Atlantic Deferred Compensation Plan for Outside Directors, as amended and restated (Exhibit lOa to 

Form 10-K for the year ended December 31, 1998). * 

(Exhibit 10-1 to GTE's Form 10-K for the year ended December 31, 1997 and Exhibit 10.1 to GTE's Form 10-K 

for the year ended December 31, 1998, File No. 1-2755).* 

GTE's Directors' Deferred Stock Unit Plan (Exhibit 10-8 to GTE's Form 10-K for the year ended 

December 31, 1997, File No. 1-2755).* 

escription of Plan for Non-Employee Directors' Travel Accident Insurance (Exhibit lOc to Form 10-K 

for the year ended December 31, 1999). * 

ell Atlantic Directors' Charitable Giving Program, as amended (Exhibit lOp to Form SEdated March 

29, 1990 and Exhibit lOp to Form SEdated March 29, 1993). * 

GTE's Charitable Awards Program (Exhibit 10-10 to GTE's Form 10-K for the year ended December 31, 

1992, File No. 1-2755).* 

X Directors' Charitable Award Program (Exhibit lOi to Form 10-K for the year ended December 

ended September 30, 2000). * 

erizon Communications Inc. Long-Term Incentive Plan (Appendix B to Verizon's 2001 Proxy 

Statement filed March 12, 2001 ). * 

lOj(i) Performance Stock Unit Agreement 2003-2005 Award Cycle (Exhibit lOj(i) to Form 10-K for the 

year ended December 31, 2005). * 

lOj(ii) Performance Stock Unit Agreement 2004-2006 Award Cycle (Exhibit lOj(ii) to Form 10-K for the 

year ended December 31, 2005). * 
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lwj(iii) Restricted Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOa to Form 10-Q for the 

period ended March 31, 2005). * 

lOj(iv) Performance Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOb to Form 10-Q for the 

period ended March 31, 2005). * 

lOj(iv)(a) Addendum to Performance Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOj(iv)(a) 

to Form 10-K for the year ended December 31, 2005). * 

lOj(v) Restricted Stock Unit Agreement 2006-2008 Award Cycle (Exhibit lOj(v) to Form 10-K for the 

year ended December 31, 2005). * 

lOj(vi) Performance Stock Unit Agreement 2006-2008 Award Cycle (Exhibit lOj(vi) to Form 10-K for the 

year ended December 31, 2005). * 

GTE's Long-Term Incentive Plan, as amended (Exhibit B to GTE's 1997 Proxy Statement and Exhibit 
10.5 to GTE's 1998 Form 10-K for the year ended December 31, 1998, File No. 1-2755); Description of 

Amendments (Exhibit 101 to Form 10-K for the year ended December 31, 2000). * 

X 1995 Stock Option Plan, as amended (Exhibit No. 1 to NYNEX's Proxy Statement dated March 
20, 1995, File No. 1-8608); Description of Amendments (Exhibit IOn to Form 10-K for the year ended December 

31, 2000).* 
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I 

IOn Krerizon Communications Inc. Short-Term Incentive Plan (Appendix C to Verizon's 2001 Proxy 

Statement filed March 12, 2001 ). * 

June 30, 2002). * 

lOo(i) Description of Amendment to Plan (Exhibit lOo(i) to Form 10-K for the year ended December 

erizon Communications Inc. Excess Pension Plan (Exhibit lOp to Form 10-K for the year ended 

December 31, 2004).* 

lOp(i) Description of Amendment to Plan (Exhibit lOp(i) to Form 10-K for the year ended December 

31, 2004).* 

GTE's Executive Salary Deferral Plan, as amended (Exhibit 10.10 to GTE's Form 10-K for the year 
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endedDecember31, 1998,FileNo.l-2755).* 

ell Atlantic Senior Management Long-Term Disability and Survivor Protection Plan, as amended 
(Exhibit lOh to Form SE filed on March 27, 1986 and Exhibit lOb(ii) to Form 10-K for the year ended December 
31, 1997).* 

escription of Bell Atlantic Senior Management Estate Management Plan (Exhibit lOrr to Form 10-K 

for year ended December 31, 1997). * 

GTE's Executive Retired Life Insurance Plan, as amended (Exhibits 10-6, 10-6 and 10-6 to GTE's 

Form 10-K for the years ended December 31, 1991, 1992 and 1993, respectively, File No. 1-2755).* 

period ended June 30, 1996, File No. 1-8608). * 

Summary Plan Description ofVerizon Executive Deferral Plan (Exhibit lO(v) to Form 10-K for the 

year ended December 31, 2005). * 

December 31, 2004).* 

period ended September 30, 2000). * 

mployment Agreement between Verizon and Marc C. Reed (Exhibit lOa to Form 10-Q for the period 

ended June 30, 2004 ). * 

period ended March 31, 2003). * 

period ended June 30, 2002). * 

escription of the Split-Dollar Insurance Arrangements (Exhibit lOg to Form 10-Q for the period 

ended June 30, 2002). * 

lOdd(i) Description of Changes to Arrangements (Exhibit lOdd(i) to Form 10-K for the year ended 

December 31, 2004).* 

period ended September 30, 2000). * 

mployment Agreement between Verizon and Thomas J. Tauke (Exhibit lOb to Form 10-Q for the 

period ended June 30, 2004 ). * 
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l10gg I form of Employment Agreement between Verizon and Band 1 Senior Management Employee (Exhibit 

10gg to the Form 10-K for the year ended December 31, 2004). * 

NEX Deferred Compensation Plan for Non-Employee Directors (Exhibit 10gg to NYNEX's 

Registration Statement No. 2-87850, File No. 1-8608). * 

10hh(i) Amendment to NYNEX Corporation Deferred Compensation Plan for Non-Employee Directors 
(Exhibit 10iii 5a to NYNEX's Quarterly Report on Form 10-Q for the period ended June 30, 1996, File No. 1-

8608).* 

.S. Wireless Agreement, dated September 21, 1999, among Bell Atlantic and Vodafone Airtouch plc, 
including the forms of Amended and Restated Partnership Agreement and the Investment Agreement (Exhibit 10 

to Form 10-Q for the period ended September 30, 1999). 

12 !computation of Ratio of Earnings to Fixed Charges filed herewith. 

13 fortions ofVerizon's Annual Report to Shareowners for the fiscal year ended December 31, 2006. 

Only the information incorporated by reference into this Form 10-K is included in the exhibit. 

ist of principal subsidiaries of Verizon filed herewith. 
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I 

?J !consent of Ernst & Young LLP filed herewith. 

31.1 !certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

I* ~ndicates management contract or compensatory plan or arrangement. 
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Schedule II - Valuation and Qualifying Accounts 

Verizon Communications Inc. and Subsidiaries 

For the Years Ended December 31, 2006, 2005 and 2004 

dditions dollars 

in millions) 

escription barged To Expen es 

Charged to Other Accounts Note (a) Deductions Note (b) 

Balance at End of Period 

fAllowance for Uncollectible Accounts Receivable: 

~ear 2006 1$ 1,100 1$ 1,034 1$ 1,627 1$ 

2,622 $ 1,139 

tyear 2005 11,363 11,076 p94 ~,133 
1,100 

tyear 2004 ~,382 1890 11,234 13,143 

1,363 

K'aluation Allowance for Deferred Tax Assets: 

~ear 2006 1$ 815 1$ 51 1$ 2,234 1$ 

500 $ 2,600 

!Year 2005 11,217 ~6 ~3 ~91 
815 

!Year 2004 11,463 ~ 1- ~52 
1,217 

piscontinued Businesses: 

~ear 2006 1$ 248 1$ 1$ 1$ 

11 $ 237 

!Year 2005 ~87 Is 1- ~4 
248 

!Year 2004 1331 139 l1s 198 

287 

I( a) fAllowance for Uncollectible Accounts Receivable includes: (1) amounts previously written off which were 
credited directly to this account when recovered, and (2) accruals charged to accounts payable for anticipated 
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uncollectible charges on purchases of accounts receivable from others which were billed by us. Also includes 
amounts transferred from other accounts. The 2006 amounts charged to other accounts for the allowance for 
uncollectible accounts receivable and valuation allowance for deferred tax assets were primarily due to the 

acquisition ofMCI. 

ICb )AJounts written off as uncollectible or transferred to other accounts or utilized. 
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Signatures 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Verizon Communications Inc. 

I I II 
Date: March 1, 2007 ~y: s/ Thomas A. Bartlett 

I I I ~homas A. Bartlett 

I I I !Senior Vice President and 

Controller 

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities and on the dates indicated. 

frincipal Executive Officer: I I 

Vs! Ivan G. Seidenberg I !chairman and Chief Executive Officer 

March 1, 2007 

~van G. Seidenberg I I 

frincipal Financial Officer: I I 

Vs! Doreen A. Toben I ~xecutive Vice President and Chief Financial 

Officer March 1, 2007 

poreen A. Toben I I 

I I 

I I 

I I 

I I 

I I 

I I 
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frincipal Accounting Officer: I I I I 

Vs! Thomas A. Bartlett I !senior Vice President and Controller I I 
March 1, 2007 

[homas A. Bartlett I I I I 

25 

Table of Contents<> 

!signatures - Continued 

Vs! Ivan G. Seidenberg I pirector I I 
March 1, 2007 

~van G. Seidenberg I I I I 

Vs! James R. Barker I pirector I I 
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Computation of Ratio of Earnings to Fixed Charges 
Verizon Communications Inc. and Subsidiaries 

2003 2002 

I I 

I I 

I I 

I I 

I I 

EXHIBIT 12 

~ncome before provision for income taxes, discontinuea 41}dations, extraojd[liary items, an4 ¥4mulative effegt pf I I I 
accounting change $ 8,154 $ 8,448 $ 7,977 $ 

2,681 $ 3,797 

Minority interest I II ~,o38 I ll3,ool I I ~,329 I II Ill 
1,562 1,303 

~quity in (earnings) loss of unconsolidated businesses I II 1(773 ~ 11(686 ~I b,69o ~ II Ill 
(1,273 ) 1,548 

pividends from unconsolidated businesses I II ~2 II ~,336 111162 Ill Ill 
198 96 

~nterest expense I II ~,349 II ~,129 II ~,336 Ill Ill 
2,741 3,072 

forti on of rent expense representing interest I II ~30 1115u II ~49 Ill Ill 

GTEOSI00004391 



432 391 
[Amortization of capitalized interest I II 1112 lll10s 111104 Ill Ill 

103 87 

ncome, as adjusted $ 14,452 $ 15,847 $ 11,667 
6,444 $ 10,294 

bxed charges: I II Ill Ill Ill Ill 

~nterest expense I II 1$ 2,349 Ill$ 2,129 Ill$ 2,336 Ill$ Ill 
2,741 $ 3,072 
forti on of rent expense representing interest I II ~30 111511 II ~49 Ill Ill 

432 391 
!capitalized interest I II ~62 111352 111177 Ill Ill 

144 185 
freferred stock dividend requirement I II ~ 1119 Ills 11112 Ill 

18 

~ixed Charges I II 1$ 3,343 Ill$ 3,001 Ill$ 2,970 Ill$ Ill 
3,329 $ 3,666 

atio of Earnings to Fixed Charges 3.93 
1.94 2.81 

EXHIBIT 13 

Selected Financial Data Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

006 005 004 003 

2002 

!Results of Operations I I I I I I I I I I 

pperating revenues I 1$ 88,144 1 1$ 69,518 I 1$ 65,751 I 1$ I I 
61,754 $ 60,907 
pperating income I 113,373 1 112,581 110,870 15,312 I I 

12,386 
~ncome before discontinued operations and cumulatiye !effect of accouqti4g change ~,480 ~,027 I I 

5,899 2,168 3,016 
fer common share- basic lt.88 ~.18 ~.13 1.79 I I 

1.11 
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fer common share - diluted lt.88 ~.16 ~.11 1.79 I I 

1.11 

INet income ~,197 p,397 p,831 b,o77 I I 

4,079 

INet income available to common shareowners ~,197 p,397 p,831 13,077 I I 

4,079 

fer common share - basic ~.13 ~.67 ~.83 lu2 I I 

1.49 

fer common share - diluted ~.12 ~.65 ~.79 lu2 I I 

1.49 

leash dividends declared per common share lt.62 11.62 lu4 lu4 I I 

1.54 

~inancial Position 
I I I I I I I I I I 

[otal assets 1$ 188,804 
I 1$ 168,130 

I 1$ 165,958 
I 1$ I I 

165,968 $ 167,468 

~ong-term debt ~8,646 b 1,569 b4,970 I I I I 

38,609 43,066 

~mployee benefit obligations 
I ~0,779 117,693 116,796 

I I I I 

15,726 14,484 

Minority interest 
I 

~8,337 ~6,433 ~4,709 
I I I I 

24,023 23,749 

lshareowners' investment 
I 

~8,535 139,680 137,560 
I I I I 

33,466 32,616 

I· I !significant events affecting our historical earnings trends in 2004 through 2006 are described in 

Management's Discussion and Analysis of Results of Operations and Financial Condition. 

I· 2QQ3 data includes severance, pension and benefit charges and other special and/or non-recurring items. 

I· 2QQ2 data includes gains on investments and sales of businesses and other special and/or non-recurring items. 

lstock Performance Graph 

COMPARISON OF FIVE-YEAR TOTAL RETURN AMONG VERIZON, 
S&P 500 TELECOM SERVICES INDEX AND S&P 500 STOCK INDEX 
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2005 2006 

rerizon I 1100.0 ls4.9 lso.3 p6.5 I I id 
101.1 

ls&P 5oo 
I 1100.0 b.9 1100.2 luu I I {1616 

135.0 

ls&P 500 Telecom §edices 1100.0 ~5.9 po.7 I I ~4.1 
80.2 109.5 

* Assumes $100 invested on December 31, 2001 

The graph compares the cumulative total returns ofVerizon, the S&P 500 Telecommunications Services Index, 
and the S&P 500 Stock Index over a five-year period. It assumes $100 was invested on December 31, 2001, with 
dividends reinvested. 

Overview 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. 
Verizon's wireline business, which includes the operations of the former MCI, provides telephone services, 
including voice, broadband data and video services, network access, nationwide long-distance and other 
communications products and services, and also owns and operates one of the most expansive end-to-end global 
Internet Protocol (IP) networks. Verizon's domestic wireless business, operating as Verizon Wireless, provides 
wireless voice and data products and services across the United States using one of the most extensive and reliable 
wireless networks. Stressing diversity and commitment to the communities in which we operate, Verizon has a 
highly diverse workforce of approximately 242,000 employees. 

The sections that follow provide information about the important aspects of our operations and investments, both at 
the consolidated and segment levels, and include discussions of our results of operations, financial position and 
sources and uses of cash. In addition, we have highlighted key trends and uncertainties to the extent practicable. 
The content and organization of the financial and non-financial data presented in these sections are consistent with 
information used by our chief operating decision makers for, among other purposes, evaluating performance and 
allocating resources. We also monitor several key economic indicators as well as the state of the economy in 
general, primarily in the United States where the majority of our operations are located, in evaluating our operating 
results and analyzing and understanding business trends. While most key economic indicators, including gross 
domestic product, impact our operations to some degree, we have noted higher correlations to housing starts, non­
farm employment, personal consumption expenditures and capital spending, as well as more general economic 
indicators such as inflation and unemployment rates. 

Our results of operations, financial position and sources and uses of cash in the current and future periods reflect 
Verizon management's focus on the following four key areas: 

I· I ~evenue Growth - Our emphasis is on revenue growth, devoting more resources to higher growth markets 
such as wireless, including wireless data, wireline broadband connections, including fiber optics to the premises 
(Verizon's FiOS data and TV services), digital subscriber lines (DSL) and other data services, long distance, as 
well as expanded strategic services to business markets, rather than to the traditional wireline voice market, where 
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we have been experiencing access line losses. Verizon reported consolidated revenue growth of 26.8% in 2006 
compared to 2005, primarily driven by the merger with MCI and 17.8% higher revenue at Domestic Wireless. 

Verizon added 7,715,000 wireless customers and 1,838,000 broadband connections in 2006. 

I· Qpbrational Efficiency - While focusing resources on growth, we are continually challenging our management 
team to lower expenses, particularly through technology-assisted productivity improvements including self-service 
initiatives. The effect of these and other efforts, such as real estate consolidations, call center routing improvements 
and the formation ofVerizon Services Organization, has been to change the company's cost structure and maintain 
stable operating income margins. Real estate consolidations include the establishment of the Verizon Center. The 
Verizon Services Organization provides centralized services across our business, including procurement, finance 
operations and real estate services. With our deployment of the FiOS network, we expect to realize savings in 
annual, ongoing operating expenses as a result of efficiencies gained from fiber network facilities. As the 
deployment of the FiOS network gains scale and installation automation improvements occur, costs per home 
connected are expected to decline. Since the merger with MCI, we have gained operational benefits from sales 
force and product and systems integration initiatives. While workforce levels in 2006 increased to 242,000 from 
206,000 primarily as a result of the acquisition ofMCI, productivity improvements and merger synergy savings led 

to headcount reductions of about 9,200 in our wireline business. 

I· Qapital Allocation - Our capital spending continues to be directed toward growth markets. High-speed wireless 
data (Evolution-Data Optimized, or EV-DO) services, replacement of copper access lines with fiber optics to the 
premises, as well as expanded services to business markets are examples of areas of capital spending in support of 
these growth markets. Excluding discontinued operations, in 2006, capital expenditures were $17,101 million 
compared to 2005 capital expenditures of $14,964 million. Of the increase, $1,602 million was primarily 
attributable to capital spending related to the former MCI, with the remainder in support of growth initiatives. In 
2007, Verizon management expects capital expenditures to be in the range of $17.5 billion to $17.9 billion. In 
addition to capital expenditures, Verizon Wireless continues to participate in the Federal Communications 
Commission's (FCC) wireless spectrum auctions and continues to evaluate spectrum acquisitions in support of 
expanding data applications and its growing customer base. In 2006, this included participation in the FCC 
Auction 66 of Advanced Wireless Services spectrum (A WS auction) in which Verizon Wireless was the high 

bidder on thirteen 20 MHz licenses covering a population of nearly 200 million. 

I· Qa~h Flow Generation and Shareowner Value Creation- The financial statements reflect the emphasis of 
management on not only directing resources to growth markets, but also creating value for shareowners through 
the use of cash provided by our operating and investing activities for the repayment of debt, share repurchases and 
providing a stable dividend to our shareowners, in addition to returning value to shareowners through spin-off and 
other strategic transactions. Verizon's total debt decreased to $36,361 million as of December 31, 2006 from 
$38,257 million as of December 31, 2005, primarily as a result of the debt reduction resulting from the spin-off of 
Idearc Inc. (Idearc), formerly our U.S. print and Internet yellow pages directories business, and the use of cash 
acquired in the MCI merger and generated through strategic asset sales (see "Other Factors That May Affect 
Future Results - Recent Developments"), partially offset by debt acquired in connection with the MCI merger. 
Strategic asset sales included the sale ofVerizon Dominicana C. por A. (Verizon Dominicana), which closed on 
December 1, 2006. Verizon's ratio of debt to debt combined with shareowners' equity was 42.8% as of December 
31, 2006 compared with 49.1% as ofDecember 31, 2005. Management has recommended to the Board ofDirectors 
that our dividend be maintained at a level no less than that immediately preceding the Idearc spin-off. In addition, 
we repurchased $1,700 million of our common stock as part of our previously announced program during 2006, 

and we plan to continue our share buyback program at 

lsimilar levels in 2007. Additionally, Verizon's balance of cash and cash equivalents at December 31, 2006 of 

$3,219 million increased by $2,459 million from $760 million at December 31, 2005. 

Supporting these key focus areas are continuing initiatives to enhance the value of our products and services 
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through well-managed deployment of proven advanced technology and through competitive products and services 
packaging. At Wireline, as of December 31, 2006, we met our goal of passing six million premises with our high­
capacity fiber network (FiOS), doubling the number of premises passed compared to year-end 2005. We added 
517,000 new FiOS data connections in 2006. In 2005, Verizon began offering video on the FiOS network in three 
markets. By the end of 2006, Verizon had obtained over 600 video franchises covering 7.3 million households with 
service available for sale to 2.4 million premises. We had 207,000 FiOS TV customers by the end of 2006. We are 
also developing and marketing innovative product bundles to include local wireline, long distance, wireless and 
broadband services for consumer and general business retail customers. These efforts will also help counter the 
effects of competition and technology substitution that have resulted in access line losses, and will enable us to 
grow revenues by becoming a leading video provider. 

Also at Wireline, we will continue to focus investments in strategic areas by rolling-out next generation global IP 
networks to meet the ongoing global enterprise market shift to IF-based products and services. Deployment of new 
strategic service offerings, including expansion of our voice over IP (VoiP) and international Ethernet capabilities, 
introduction of cutting edge video and web-based conferencing capabilities and enhancements to our virtual private 
network portfolio, will allow us to continue to gain share in the enterprise market. Additionally, we will continue 
to integrate the business of the former MCI to drive continued growth in synergy, supporting a focus on operational 
efficiency and continued creation of shareowner value. 

At Verizon Wireless, we will continue to execute on the fundamentals of our network superiority and value 
proposition to deliver growth for the business and provide new and innovative products and services for our 
customers such as Broadband Access, our EV-DO service. To accomplish our goal of being the acknowledged 
market leader in providing wireless voice and data communication services in the U.S, we will continue to 
implement the following key elements of our business strategy: provide the highest network reliability through our 
code division multiple access (CDMA) lXRTT technology and EV-DO (Revision A) infrastructure, which 
significantly increases data transmission rates; profitably acquire, satisfy and retain our customers; and increase 
the value of our service offerings to customers while achieving revenue and net income growth. We also continue 
to expand our wireless data, messaging and multi-media offerings for both consumer and business customers and 
take advantage of the growing demand for wireless data services and focus on operating margins and capital 
efficiency by driving down costs and leveraging our scale. 

In January 2007, Verizon announced a definitive agreement with FairPoint Communications, Inc. (FairPoint) that 
will result in Verizon establishing a separate entity for its local exchange access lines and related business assets in 
Maine, New Hampshire and Vermont, spinning off that new entity to Verizon's shareowners, and immediately 
merging it with and into FairPoint. The total value to be received by Verizon and its shareowners in exchange for 
these operations will be approximately $2,715 million. 

!consolidated Results of Operations 

In this section, we discuss our overall results of operations and highlight special and non-recurring items. As a 
result of the spin-off of our U.S. print and Internet yellow pages directories business, which was included in the 
Information Services segment, as well as reaching definitive agreements to sell our interests in 
Telecomunicaciones de Puerto Rico, Inc. (TELPRI) and Verizon Dominicana, each of which was included in the 
International segment, the operations of our former U.S. print and Internet yellow pages directories business, 
Verizon Dominicana and TELPRI are reported as discontinued operations and assets held for sale. Accordingly, 
we now have two reportable segments - Wireline and Domestic Wireless. Prior period amounts and discussions are 
revised to reflect this change. We include in our results of operations the results of the former MCI business 
subsequent to the close of the merger on January 6, 2006. 

This section on consolidated results of operations carries forward the segment results, which exclude the special 
and non-recurring items, and highlights and describes those items separately to ensure consistency of presentation 
in this section and the "Segment Results of Operations" section. In the following section, we review the 
performance of our two reportable segments. We exclude the effects of the special and non-recurring items from 
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the segments' results of operations since management does not consider them in assessing segment performance, 
due primarily to their non-recurring and/or non-operational nature. We believe that this presentation will assist 
readers in better understanding our results of operations and trends from period to period. 

!consolidated Revenues 

dollars in millions) 

ears Ended December 31, 

2004 

ire line 

K'erizon Telecom I 1$ 33,259 II 1$ 32,114 II I II 1$ 32,114 II 
$ 32,261 

K'erizon Business I ~0,490 II p,394 II I II p,394 II 
7,414 

~ntrasegment eliminations I 1(2,955 ~ I b,892 ~ I I II b,892 ~I 
(1,654 ) 

I ~0,794 II 137,616 II 135.0 r1 II 
37,616 38,021 (1.1 )% 

pomestic Wireless I ~8,043 II 132,301 II 117.8 II 132,301 II 
27,662 16.8 

!corporate & Other I 1(693 ~ I 1(579 ~ I 119.7 II 1(579 ~I 
(461 ) 25.6 

~evenues of Hawaii operations sold I t II 1180 II boo.o ~ I 1180 II 
529 (66.0 ) 

!consolidated Revenues I 1$ 88,144 II 1$ 69,518 II 126.8 II 1$ 69,518 II 
$ 65,751 5.7 

2006 Compared to 2005 

Consolidated revenues in 2006 were higher by $18,626 million, or 26.8% compared to 2005 revenues. This 
increase was primarily the result of significantly higher revenues at Wireline and Domestic Wireless. 

I 

I 

I 

I 

I 

I 

I 

I 

Wireline's revenues in 2006 increased by $13,178 million, or 35.0% compared to 2005 due to the acquisition of 
MCI and growth from broadband and long distance services. We added 1.8 million new broadband connections, 
for a total of7.0 million lines in service at December 31, 2006, an increase of35.7% compared to 5.1 million lines 
in service at December 31, 2005. The number of Freedom service plans continue to stimulate growth in long 
distance services, as the number of packages reached 7.9 million as of December 31, 2006, representing a 44.1% 
increase from December 31, 2005. These increases were partially offset by declines in wholesale revenues at 
Verizon Telecom due to subscriber losses resulting from technology substitution, including wireless and VoiP. 
Wholesale revenues at Verizon Telecom declined by $752 million, or 8.3% in 2006 compared to similar periods in 
2005 primarily due to the exclusion of affiliated access revenues billed to the former MCI mass market entities in 
2006. Revenues at Verizon Business increased primarily due to the acquisition ofMCI. 

Domestic Wireless's revenues increased by $5,742 million, or 17.8% compared to 2005 due to increases in service 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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revenues, including data revenues, and equipment and other revenues. Data revenues increased by $2,232 million 
or 99.5% compared to 2005. Domestic Wireless ended 2006 with 59.1 million customers, an increase of 15.0% 
over 2005. Domestic Wireless's retail customer base as of December 31, 2006 was approximately 56.8 million, a 
15.9% increase over December 31, 2005, and comprised approximately 96.1% of our total customer base. Average 
service revenue per customer (ARPU) increased by 0.6% to $49.80 in 2006 compared to 2005, primarily 
attributable to increases in data revenue per customer driven by increased use of our messaging and other data 
services. Retail ARPU increased by 0.7% to $50.44 for 2006 compared to 2005. Increases in wireless devices sold 
and revenue per unit sold drove increases in equipment and other revenue in 2006 compared to 2005. 

Lower revenue ofHawaii operations sold of$180 million, or 100% in 2006 compared to 2005 was the result of 
their sale during the second quarter of 2005. 

2005 Compared to 2004 

Consolidated revenues in 2005 were higher by $3,767 million, or 5.7% compared to 2004 revenues. This increase 
was primarily the result of significantly higher revenues at Domestic Wireless, partially offset by lower revenues at 
Wireline and the sale of our Hawaii wireline operations in the second quarter of 2005. 

Wireline's revenues in 2005 were lower than 2004 by $405 million, or 1.1% primarily due to lower revenues from 
local services, partially offset by higher network access and long distance services revenues. We added 1.7 million 
new broadband connections, for a total of 5.1 million lines in service at December 31, 2005, an increase of 47.6% 
compared to 3. 5 million lines in service at December 31, 2004. The introduction of our Freedom service plans 
stimulated growth in long distance services. As of December 31, 2005, approximately 53% of our local wireline 
customers chose Verizon as their long distance carrier. These increases were offset by declines in wholesale 
revenues at Verizon Telecom due to subscriber losses resulting from technology substitution, including wireless 
and VoiP. 

Domestic Wireless's revenues increased by $4,639 million, or 16.8% in 2005 compared to 2004 due to increases in 
service revenues, including data revenues, and equipment and other revenues. Data revenues increased by $1,127 
million or 101.0% compared to 2004. Domestic Wireless ended 2005 with 51.3 million customers, an increase of 
17.2% over 2004. Domestic Wireless's retail customer base as of December 31, 2005 was approximately 49.0 
million, a 17.2% increase over December 31, 2004, and comprised approximately 95.5% of our total customer 
base. ARPU decreased 1.5% to $49.49 in 2005 compared to 2004, primarily due to pricing changes in early 2005, 
partially offset by a 71.7% increase in data revenue per customer in 2005 compared to 2004, driven by increased 
use of our messaging and other data services. Increases in wireless devices sold and revenue per unit sold drove 
increases in equipment and other revenue in 2005 compared to 2004. 

Lower revenue of Hawaii operations sold of $349 million, or 66.0% in 2005 compared to 2004 was the result of the 
sale during the second quarter of 2005 of our wireline and directory operations in Hawaii. 

!consolidated Operating Expenses 

dollars in millions) 

ears Ended December 31, 

2004 %Change 

lcost of services and sales 1$ 34,994 1$ 24,200 II ~4.6 rJ I 1$1 
24,200 $ 22,032 9.8 % 

!selling, general and administrative expense ~5,232 I 119,652 II ~8.4 II 119,652 II 

I I I 

I I I 
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19,346 1.6 

pepreciation and amortization expense I lt4,545 113,615 II ~.8 II 113,615 II 
13,503 0.8 

lsales ofbusinesses, net I t 1(530 I) I boo.o D I 1(530 D I 
nm 

!consolidated Operating Expenses I 1$ 74,771 1$ 56,937 II 131.3 II 1$ 56,937 II 
$ 54,881 3.7 

nm- Not meaningful 

2006 Compared to 2005 

Cost of Services and Sales 

Cost of services and sales increased by $10,794 million, or 44.6% in 2006 compared to 2005. This increase was 
driven by the inclusion of the former MCI operations, higher wireless network costs, increases in wireless 
equipment costs and increases in pension and other postretirement benefit costs, partially offset by the net impact 
of productivity improvement initiatives. 

The higher wireless network costs were caused by increased network usage relating to both voice and data services 
in 2006 compared to 2005, partially offset by decreased roaming, local interconnection and long distance rates. 
Cost of wireless equipment sales increased in 2006 compared to 2005 primarily as a result of an increase in 
wireless devices sold due to an increase in gross activations and equipment upgrades, together with an increase in 
cost per unit. 

Costs in these periods were also impacted by increased pension and other postretirement benefit costs. The overall 
impact of the 2006 assumptions, combined with the impact oflower than expected actual asset returns over the 
past several years, resulted in pension and other postretirement benefit expense of approximately $1,377 million in 
2006 compared to net pension and postretirement benefit expense of $1,231 million in 2005. Special and non­
recurring items recorded during 2006 included $25 million of merger integration costs. 

Selling, General and Administrative Expense 

Selling, general and administrative expense includes salaries and wages and benefits not directly attributable to a 
service or product, bad debt charges, taxes other than income, advertising and sales commission costs, customer 
billing, call center and information technology costs, professional service fees and rent for administrative space. 

Selling, general and administrative expense increased by $5,580 million, or 28.4% in 2006 compared to 2005. This 
increase was driven by the inclusion of the former MCI operations, increases in the Domestic Wireless segment 
primarily related to increased salary and benefits expenses, and special and non-recurring charges. Special and 
non-recurring items in selling, general and administrative expenses in 2006 were $816 million compared to special 
and non-recurring items in 2005 of $311 million. 

Special and non-recurring items in 2006 included $56 million related to pension settlement losses incurred in 
connection with our benefit plans, a net pretax charge of $369 million for employee severance and severance­
related activities in connection with the involuntary separation of approximately 4, 100 employees, who were 
separated in 2006. Special and non-recurring charges in 2006 also included $207 million of merger integration 
costs, primarily for advertising and other costs related to re-branding initiatives and systems integration activities, 
and a net pretax charge of $184 million for Verizon Center relocation costs. Special and non-recurring items in 
2005 included a pretax impairment charge of $125 million pertaining to our leasing operations for aircraft leased 
to airlines experiencing financial difficulties, a net pretax charge of $98 million related to the restructuring of the 
Verizon management retirement benefit plans and a pretax charge of $59 million associated with employee 

I I 

I I 

I I 
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severance costs and severance-related activities in connection with the voluntary separation program for surplus 
union-represented employees. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $930 million, or 6.8% in 2006 compared to 2005. This 
increase was primarily due to higher depreciable and amortizable asset bases as a result of the MCI merger and, to 
a lesser extent, increased capital expenditures. 

2005 Compared to 2004 

Cost of Services and Sales 

Cost of services and sales increased by $2,168 million, or 9.8% in 2005 compared to 2004. This increase was 
principally due to increases in pension and other postretirement benefit costs, higher direct wireless network costs, 
increases in wireless equipment costs and higher costs associated with our wireline growth businesses. 

The overall impact of pension and other postretirement benefit plan assumption changes, combined with lower 
asset returns over the last several years, increased net pension and postretirement benefit expenses by $407 million 
in 2005 (primarily in cost of services and sales) compared to 2004. Higher direct wireless network charges resulted 
from increased network usage in 2005 compared to 2004, partially offset by lower roaming, local interconnection 
and long distance rates. Cost of equipment sales was higher in 2005 due primarily to an increase in wireless 
devices sold together with an increase in cost per unit sold, driven by growth in customer additions and an increase 
in equipment upgrades in 2005. Higher costs associated with our wireline growth businesses, long distance and 
broadband connections, included a 2,400, or 1.7% increase in the number ofWireline employees as of December 
31, 2005 compared to December 31, 2004. Costs in 2004 were impacted by lower interconnection expense charged 
by competitive local exchange carriers (CLECs) and settlements with carriers, including the MCI settlement 
recorded in 2004. 

Selling, General and Administrative Expense 

Selling, general and administrative expense increased by $306 million, or 1.6% in 2005 compared to 2004. This 
increase was driven by increases in salary, pension and benefits costs, including an increase in the customer care 
and sales channel work force and sales commissions, partially offset by gains on real estate sales in 2005 and lower 
bad debt costs. Special and non-recurring items in selling, general and administrative expenses in 2005 were $311 
million compared to special and non-recurring items in 2004 of $971 million. 

Special and non-recurring items in 2005 included a pretax impairment charge of $125 million pertaining to our 
leasing operations for aircraft leased to airlines experiencing financial difficulties, a net pretax charge of $98 
million related to the restructuring of the Verizon management retirement benefit plans and a pretax charge of $59 
million associated with employee severance costs and severance-related activities in connection with the voluntary 
separation program to surplus union-represented employees. Special and non-recurring items recorded in 2004 
included $805 million related to pension settlement losses incurred in connection with the voluntary separation of 
approximately 21,000 employees in the fourth quarter of 2003 who received lump-sum distributions during 2004. 
Special charges in 2004 also include an expense credit of $204 million resulting from the favorable resolution of 
pre-bankruptcy amounts due from MCI, partially offset by a charge of $113 million related to operating asset 
losses. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $112 million, or 0.8% in 2005 compared to 2004. This 
increase was primarily due to the increase in depreciable assets and software, partially offset by lower rates of 
depreciation on telephone plant. 
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Sales of Businesses, Net 

During the second quarter of 2005, we sold our wireline and directory businesses in Hawaii and recorded a net 
pretax gain of $530 million. 

Pension and Other Postretirement Benefits 

For 2006 pension and other postretirement benefit costs, the discount rate assumption remained at 5.75%, 
consistent with interest rate levels at the end of 2005. The expected rate of return on pension plan assets remained 
8.50%, while the expected rate of return on postretirement benefit plan assets was increased to 8.25% from 7.75% 
in 2005. The medical cost trend rate was 10% for 2006. For 2005 pension and other postretirement benefit costs, 
the discount rate assumption was lowered to 5.75% from 6.25% in 2004, consistent with interest rate levels at the 
end of 2004. The medical cost trend rate assumption was 10% in 2005. The expected rate of return on pension and 
postretirement benefit plan assets for 2004 was maintained at 8.50%. 

For 2007 pension and other postretirement benefit costs, we evaluated our key employee benefit plan assumptions 
in response to current conditions in the securities markets and medical and prescription drug cost trends. The 
discount rate assumption will be increased to 6.00%, consistent with interest rate levels at the end of 2006. The 
medical cost trend rate will be 10% for 2007. The expected rate of return on pension plan assets will remain at 
8.50% and the expected rate of return on postretirement benefit plan assets will remain at 8.25% in 2007. 

During 2006, we recorded net pension and postretirement benefit expense of $1,377 million, compared to net 
pension and postretirement benefit expense of $1,231 million in 2005 and net pension and postretirement benefit 
expense of $824 million in 2004. 

lother Consolidated Results 

Equity in Earnings of Unconsolidated Businesses 

Equity in earnings of unconsolidated businesses increased by $87 million, or 12.7% in 2006 compared to 2005. 
The increase is primarily due to additional pension liabilities that Compafiia An6nima Nacional Teh~fonos de 
Venezuela (CANTY) recognized in 2005, as well as the effect of favorable operating results and lower taxes in 
2006. In addition, the increase reflects our proportionate share, or $85 million, of a tax benefit at Vodafone 
Omnitel N.V. (Vodafone Omnitel) in the third quarter of 2006. A similar benefit was recorded in the third quarter 
of 2005 of $76 million. 

Equity in earnings of unconsolidated businesses decreased by $1,004 million, or 59.4% in 2005 compared to 2004. 
The decrease is primarily due to a pretax gain of $787 million recorded on the sale of our 20.5% interest in TEL US 
Corporation (TEL US) in the fourth quarter of 2004 and the sale of another investment in 2004, lower equity 
income resulting from the sale of TEL US and estimated additional pension liabilities at CANTY, partially offset by 
higher tax benefits and operational results at Vodafone Omnitel. 

Other Income and (Expense), Net 

dollars in 
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millions) 

~ears Ended December 31, ~006 II 

2005 

2004 

~nterest income 1$ 201 II 

$ 103 

$ 97 

foreign exchange gains (losses), net I b ~ I 

11 (7 

) 

pther, net I 1197 II 
(8 

otal 

$ 311 

$ 82 

Other Income and (Expense), Net in 2006 increased $84 million, or 27% compared to 2005. The increase was 
primarily due to increased interest income as a result of higher average cash balances coupled with higher interest 
rates in 2006 compared to 2005, partially offset by foreign exchange losses. Other, net in 2006 includes pretax 
gains on sales of investments, as well as leased asset gains. 

Other, net in 2005 includes a pretax gain on the sale of a small international business and investment gains. Other 
Income and (Expense), Net in 2005 and 2004 include expenses of $14 million and $55 million, respectively, 
related to the early retirement of debt. 

Interest Expense 

dollars in millions) 

~ears Ended December 31, ~006 poos 
2004 

~nterest expense 1$ 2,349 1$ 
2,129 $ 2,336 

!capitalized interest costs ~62 1352 
177 

[Total interest costs on debt balances 1$ 2,811 1$ 
2,481 $ 2,513 

K\leighted average debt outstanding 1$ 41,500 1$ 
39,152 $ 41,781 

~ffective interest rate ~.8% I I 

6.3% 

6.0% 

I I 

I I 

I I 

I I 

I I 

I I 
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In 2006, interest costs increased $330 million compared to 2005 primarily due to an increase in average debt level 
of $2,348 million and increased interest rates compared to 2005. Higher capital expenditures in 2006 contributed 
to higher capitalized interest costs. 

In 2005, the decrease in interest costs was primarily due to a reduction in average debt level of $2,629 million 
compared to 2004, partially offset by higher average interest rates. Higher capital expenditures in 2005 contributed 
to higher capitalized interest costs. 

Minority Interest 

dollars in millions) 

~ears Ended December 31, ~006 
2004 

Minority interest 1$ 4,038 

3,001 $ 2,329 

The increase in minority interest expense in 2006 compared to 2005, and in 2005 compared to 2004 was 
attributable to higher earnings at Domestic Wireless, which is 45% owned by Vodafone Group Plc (Vodafone). 

Provision for Income Taxes 

dollars in millions) 

~ears Ended December 31, ~006 
2004 

frovision for income taxes 1$ 2,674 

2,421 $ 2,078 

~ffective income tax rate ~2.8% I 

28.7% 

26.1% 

poos 

1$ 

poos 

1$ 

I 

The effective income tax rate is the provision for income taxes as a percentage of income from continuing 
operations before the provision for income taxes. Our effective income tax rate in 2006 was higher than 2005 
primarily as a result of favorable tax settlements and the recognition of capital loss carryforwards in 2005. These 
increases were partially offset by tax benefits from foreign operations and lower state taxes in 2006 compared to 
2005. 

Our effective income tax rate in 2005 was higher than 2004 due to taxes on overseas earnings repatriated during 
the year, lower foreign-related tax benefits and lower favorable deferred tax reconciliation adjustments. Included in 
the provision of income taxes in 2005 are capital gains realized in connection with the sale of our Hawaii business, 
which resulted in the realization of tax benefits of $336 million primarily related to capital loss carryforwards. This 
was largely offset by a tax provision of $206 million related to the repatriation of foreign earnings under the 
provisions ofthe American Jobs Creation Act of2004. The effective income tax rate in 2004 was favorably 

I I 

I I 

I I 

I I 

I I 
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impacted by the reversal of a valuation allowance relating to investments, tax benefits related to deferred tax 
balance adjustments and expense credits that are not taxable. 

A reconciliation of the statutory federal income tax rate to the effective rate for each period is included in Note 16 
to the consolidated financial statements. 

Discontinued Operations 

Discontinued operations represents the results of operations of TELPRI for all years presented in the consolidated 
statements of income and Verizon Dominicana, Verizon Information Services and Verizon Information Services 
Canada Inc. prior to their sale or spin-off in December 2006, November 2006 and the fourth quarter of 2004, 
respectively. 

In the second quarter of 2006, we announced our decision to sell Verizon Dominicana and TELPRI and, in 
accordance with Statement of Financial Accounting Standards (SF AS) No. 144, Accounting for the Impairment or 
Disposal of Long-Lived Assets, (SF AS No. 144) we have classified the results of operations of Verizon Dominicana 
and TELPRI as discontinued operations. The sale of Dominicana closed in December 2006 and, primarily due to 
taxes on previously unremitted earnings, a pretax gain of $30 million resulted in an after-tax loss of $541 million 
(or $.18 per diluted share). 

We completed the spin-off ofldearc to our shareholders on November 17, 2006, which resulted in an $8,695 
million increase to contributed capital in shareowners' investment. 

Discontinued operations also include the results of operations of Verizon Information Services Canada Inc. prior to 
its sale in the fourth quarter of 2004. The sale resulted in a pretax gain of $1,017 million ($516 million after-tax, 
or $.18 per diluted share). 

Income from discontinued operations, net of tax decreased by $611 million, or 44.6% in 2006 compared to 2005. 
This decrease was primarily due to the after-tax loss recorded in 2006 on the sale ofVerizon Dominicana, partially 
offset by cessation of depreciation on fixed assets held for sale. Income from discontinued operations, net of tax 
decreased by $562 million, or 29.1% in 2005 compared to 2004. The decrease was primarily driven by the after-tax 
gain recorded on the sale ofVerizon Information Services Canada Inc. in 2004. 

Cumulative Effect of Accounting Change 

In December 2004, the Financial Accounting Standards Board (F ASB) issued SF AS No. 123(R), Share-Based 
Payment, (SF AS No. 123(R)) which revises SF AS No. 123, Accounting for Stock-Based Compensation (SF AS No. 
123). SF AS No. 123(R) requires all share-based payments to employees, including grants of employee stock 
options, to be recognized as compensation expense based on their fair value. Effective January 1, 2003, we adopted 
the fair value recognition provisions of SF AS No. 123, using the prospective method (as permitted under SF AS 
No. 148, Accounting for Stock-Based Compensation - Transition and Disclosure (SF AS No. 148)) for all new 
awards granted, modified or 

settled after January 1, 2003. Under the prospective method, employee compensation expense in the first year is 
recognized for new awards granted, modified, or settled. The options generally vest over a term of three years, 
therefore, the expenses related to stock-based employee compensation included in the determination of net income 
for 2006, 2005 and 2004 are less than what would have been recorded if the fair value method had been applied to 
previously issued awards. 

Effective January 1, 2006, we adopted SFAS No. 123(R) utilizing the modified prospective method. SFAS No. 123 
(R) requires the measurement of stock -based compensation expense based on the fair value of the award on the 
date of grant. Under the modified prospective method, the provisions of SF AS No. 123(R) apply to all awards 
granted or modified after the date of adoption. SF AS No. 123(R) is supplemented by Staff Accounting Bulletin 
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(SAB) No. 107, "Share-Based Payments" (SAB No. 107). This SAB, which was issued by the Securities and 
Exchange Commission (SEC) in March 2005, expresses the views of the SEC staff regarding the relationship 
between SF AS No. 123(R) and certain SEC rules and regulations. In particular, this SAB provides guidance 
related to valuation methods, the classification of compensation expense, non-GAAP financial measures, the 
accounting for income tax effects of share-based payment arrangements, disclosures in Management's Discussion 
and Analysis subsequent to adoption of SF AS No. 123(R), and interpretations of other share-based payment 
arrangements. We also adopted SAB No. 107 on January 1, 2006. 

We recorded a $42 million cumulative effect of accounting change as of January 1, 2006, net of taxes and after 
minority interest, to recognize the effect of initially measuring the outstanding liability awards (V ARs) of the 
Verizon Wireless joint venture at fair value utilizing a Black-Scholes model. We do not expect SFAS No. 123(R) 
to have a material effect on our consolidated financial statements in future periods. 

lsegment Results of Operations 

On November 17, 2006, we completed the spin-off to our shareowners of our U.S. print and Internet yellow pages 
directories, which was included in the Information Services segment. The spin-off resulted in a new company, 
named Idearc Inc. In addition, on April 2, 2006, we reached definitive agreements to sell our interests in TELPRI 
and Verizon Dominicana, each of which was included in the International segment. In accordance with SFAS No. 
144, we have classified the results of operations for our U.S. print and Internet yellow pages directories business, 
Verizon Dominicana and TELPRI as discontinued operations and assets held for sale. Accordingly, we now have 
two reportable segments and prior period amounts and discussions are revised to reflect this change. Our segments 
are Wireline and Domestic Wireless. You can find additional information about our segments in Note 17 to the 
consolidated financial statements. 

We measure and evaluate our reportable segments based on segment income. Corporate, eliminations and other 
includes unallocated corporate expenses, intersegment eliminations recorded in consolidation, the results of other 
businesses such as our investments in unconsolidated businesses, primarily Omnitel and CANTY, lease financing, 
and asset impairments and expenses that are not allocated in assessing segment performance due to their non­
recurring nature. These adjustments include transactions that the chief operating decision makers exclude in 
assessing business unit performance due primarily to their non-recurring and/or non-operational nature. Although 
such transactions are excluded from the business segment results, they are included in reported consolidated 
earnings. Gains and losses that are not individually significant are included in all segment results, since these 
items are included in the chief operating decision makers' assessment of unit performance. 

ire line 

The Wireline segment, which includes the operations of the former MCI, consists of the operations ofVerizon 
Telecom, a provider of telephone services, including voice, broadband video and data, network access, long 
distance, and other services to consumer and small business customers and carriers, and Verizon Business, a 
provider of next -generation IP network services globally to medium and large businesses and government 
customers. As discussed earlier under "Consolidated Results of Operations," in the second quarter of 2005, we sold 
wireline properties in Hawaii representing approximately 700,000 access lines or 1% of the total Verizon Telecom 
switched access lines in service. For comparability purposes, the results of operations shown in the tables below 
exclude the Hawaii properties that have been sold. 

Operating Revenues 

dollars in millions) 
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~ears Ended December 31, ~006 II poos 
2004 

Kferizon Telecom I I II I 

Mass Markets 1$ 22,528 II 1$ 
20,446 $ 

20,447 

K\lholesale ~,323 II I 
9,075 

9,128 

pther I ~,408 II I 
2,593 

2,686 

Kferizon Business I I II I 

~nterprise Business 113,999 II I 
6,018 

6,196 

K\lholesale I ~,381 II I 
1,376 

1,218 

~nternational and Other I ~,110 II 1-

~ntrasegment Eliminations 1(2,955 ~ I I 
(1,892 ) 

(1,654 ) 

[otal Wireline Operating Revenues I 1$ 50,794 II 1$ 
37,616 $ 

38,021 

In connection with the completion of the MCI merger, our product lines were realigned to be reflective of the Line 
of Business structure in which the product lines are currently being managed. Prior period amounts and 
discussions were reclassified to conform to the current presentation. 

Verizon Telecom 

Mass Markets 

Verizon Telecom's Mass Markets revenue includes local exchange (basic service and end-user access), value-added 
services, long distance, broadband services for residential and certain small business accounts and FiOS TV 
services. Value-added services are a family of services that expand the utilization of the network, including 
products such as Caller ID, Call Waiting, Home Voicemail and Return Call. Long distance includes both regional 
toll services and long distance services. Broadband services include DSL and FiOS. 

Our Mass Market revenues increased by $2,082 million, or 10.2% in 2006, and decreased by $1 million, or 0.0% 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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in 2005. The increase in 2006 was principally due to the inclusion of revenues from the former MCI and, in 2006 
and 2005, growth from broadband and long distance. In both years revenue increases were offset by lower demand 
and usage of our basic local exchange and accompanying services attributable to subscriber losses due to 
technology substitution, including wireless and VoiP. 

We added 1,838,000 new broadband connections, including 517,000 for FiOS in 2006, for a total of 6,982,000 
lines at December 31, 2006, an increase of 35.7% compared to 5,144,000 lines in service at December 31, 2005. 
We have achieved a FiOS data penetration rate of 14% across all markets where we have been selling this service. 
Our Freedom service plans continue to stimulate growth in long distance services, as the number of plans reached 
7.9 million as of December 31, 2006, representing a 44.1% increase from December 31, 2005. As of December 31, 
2006, approximately 58% of our legacy Verizon wireline customers have chosen Verizon as their long distance 
carrier. 

Declines in switched access lines in service of7.6% in 2006 and 6.7% in 2005 were mainly driven by the effects of 
competition and technology substitution. Demand for legacy Verizon residential access lines declined 7.1% in 
2006 and 6.3% in 2005, as customers substituted wireless, broadband and cable services for traditionallandline 
services. At the same time, legacy Verizon business access lines declined 3.2% in 2006, and 4.2% in 2005, 
primarily reflecting competition and a shift to high-speed, high-volume special access lines. 

We continue to seek opportunities to retain and win back customers. Our Freedom service plans offer local services 
with various combinations of long distance and Internet access services in a discounted bundle available on one 
bill. We have introduced our Freedom service plans in nearly all of our key markets. 

Wholesale 

Wholesale revenues are earned from long distance and other competing carriers who use our local exchange 
facilities to provide usage services to their customers. Switched access revenues are derived from fixed and usage­
based charges paid by carriers for access to our local network. Special access revenues originate from carriers that 
buy dedicated local exchange capacity to support their private networks. Wholesale services also include local 
wholesale revenues from unbundled network elements (UNEs), interconnection revenues from CLECs and wireless 
carriers, and some data transport revenues. 

Wholesale revenues decreased by $752 million, or 8.3% in 2006 and by $53 million, or 0.6% in 2005, due to the 
exclusion, in 2006, of affiliated access revenues billed to the former MCI mass market entities, and, in 2006 and 
2005, to declines in legacy Verizon switched access revenues and local wholesale revenues, offset by increases in 
special access revenues. 

Switched minutes of use declined in 2006 and 2005, reflecting the impact of access line loss and technology 
substitution. Wholesale lines decreased by 17.1% in 2006 due to the impact of a decision by a major competitor to 
deemphasize their local market initiatives in 2005. Special access revenue growth reflects continuing demand in 
the business market for high-capacity, high-speed digital services, partially offset by lessening demand for older, 
low-speed data products and services. As ofDecember 31, 2006, customer demand for high capacity and digital 
data services increased 8.9% compared to 2005. 

The FCC regulates the rates that we charge customers for interstate access services. See "Other Factors That May 
Affect Future Results - Regulatory and Competitive Trends - FCC Regulation" for additional information on FCC 
rulemaking concerning federal access rates, universal service and certain broadband services. 

Other revenues include services such as operator services (including deaf relay services), public (coin) telephone, 
card services and supply sales, as well as former MCI dial-around services including 10-10-987, 10-10-220, 1-800-
COLLECT and Prepaid Cards. 
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Verizon Telecom's revenues from other services decreased by $185 million, or 7.1% in 2006, and by $93 million, 
or 3.5% in 2005. These revenue decreases were mainly due to the discontinuation of non-strategic businesses, 
including the termination of a large commercial inventory management contract in 2005, and reduced business 
volumes, which were partially offset by the inclusion of revenues from the former MCI in 2006. 

Verizon Business 

Enterprise Business 

Our Enterprise Business market provides voice, data and internet communications services to medium and large 
business customers, multi-national corporations, and state and federal government customers. In addition, the 
Enterprise Business market also provides value-added services that make communications more secure, reliable 
and efficient managed network services for customers that outsource all or portions of their communications and 
information processing operations. Traditional local and long distance services comprise $6,551 million, or 47% of 
revenue in 2006, $4,110 million, or 68% of revenue in 2005, and $4,447 million, or 72% of total Enterprise 
Business revenue in 2004. Enterprise Business also provides data services such as Private Line, Frame Relay and 
ATM services, both domestically and internationally, as well as managed network services to its customers. 

Enterprise Business 2006 revenues of$13,999 million, increased $7,981 million, or 132.6% compared to 2005 
primarily due to the acquisition ofMCI, and declined $178 million, or 2.9% in 2005 compared to 2004. Data 
services revenue was $5,430, or 39% of Enterprise Business's revenue stream in 2006, $1,908 million, or 32% in 
2005, and $1,749 million, or 28% in 2004. Internet services revenue was $2,018 million in 2006, or 14% of 
Enterprise Business's revenues, the first year Enterprise Business offered Internet services. The Internet suite of 
products is Enterprise Business's fastest growing and includes Private IP, IP VPN, Web Hosting and VoiP. 

Enterprise Business 2005 revenues of $6,018 million declined $178 million compared to 2004, primarily due to a 
3.5% decline in business access lines, reflecting competition and a shift to high-speed, high volume special access 
lines. 

Wholesale 

Our Wholesale revenues relate to domestic wholesale services, which include all wholesale traffic sold in the 
United States, as well as international traffic that originates in the United States. 

In the year ended December 31, 2006, our Verizon Business Wholesale revenues of $3,381 million, increased 
$2,005 million, or 145.7%, compared to 2005, primarily due to the MCI acquisition. Local and long distance voice 
products, including transport, represented $1,601 million or 47% of the market's total revenue in 2006, the first 
year the Wholesale business group has offered voice products. Wholesale revenue is influenced by aggressive 
competitive pricing, in particular long distance voice services. Wholesale data and Internet revenues were $1,780 
million, or 52% of total Wholesale revenue for the year ended December 31, 2006, $1,376 million, or 100% of 
total Wholesale revenue in 2005 and $1,218 million, or 100% of total Wholesale revenues in 2004. 

International and Other 

Our International operations serve businesses, government entities and telecommunication carriers outside of the 
United States. Other operations include our Skytel paging business. 

Our revenues from International and Other in the year ended December 31, 2006 were $3, 110 million. This market 
represents a new revenue stream to Verizon resulting from the MCI acquisition. International and Other had voice 
revenue of $1,822 million in the year ended December 31, 2006, or 58% of the total International and Other 
revenues. Internet revenue represented $894 million, or 29% of total revenue in the period. Data revenue was $394 
million, or 13% of total International and Other revenue in the year ended December 31, 2006. 
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Operating Expenses 

dollars in millions) 

Rears Ended December 31, ~006 I I 

2005 

2004 

lcost of services and sales 1$ 24,522 
I I 

$ 15,604 

$ 14,830 

!selling, general and administrative expense 
I 112,116 I I 

8,419 

8,621 

pepreciation and amortization expense 
I r,s9o I I 

8,801 

$ 

$ 32,361 

Cost of Services and Sales 

Cost of services and sales includes the following costs directly attributable to a service or product: salaries and 
wages, benefits, materials and supplies, contracted services, network access and transport costs, customer 
provisioning costs, computer systems support, costs to support our outsourcing contracts and technical facilities, 
contributions to the universal service fund, customer provisioning costs and cost of products sold. Aggregate 
customer care costs, which include billing and service provisioning, are allocated between cost of services and sales 
and selling, general and administrative expense. 

Cost of services and sales increased by $8,918 million, or 57.2% in 2006 compared to 2005. These increases were 
primarily due to the MCI merger in 2006 partially offset by the net impact of other cost changes. Higher costs 
associated with our growth businesses and annual wage increases were partially offset by productivity improvement 
initiatives, which reduced cost of services and sales expenses in 2006. Expenses were also impacted by increased 
net pension and other postretirement benefit costs. The overall impact of the 2006 assumption changes 

combined with the impact of lower than expected actual asset returns over the past several years, resulted in 
pension and other postretirement benefit expense of $1,408 million (primarily in cost of services and sales) in 2006 
compared to net pension and postretirement benefit expense of $1,248 million in 2005. Further, expenses 
decreased in both years due to the discontinuation of non-strategic businesses, including the termination of a large 
commercial inventory management contract in 2005. 

In 2005, our cost of services and sales increased by $774 million, or 5.2% compared to 2004. Costs in 2005 were 
impacted by increased pension and other postretirement benefit costs. At December 31, 2004, in connection with 
an evaluation of key employee benefit plan assumptions, the discount rate assumption was lowered from 6.25% in 
2004 to 5.75% in 2005, consistent with interest rate levels at the end of2004. Further, there was an increase in the 
retiree health care cost trend rates. The overall impact of these assumption changes, combined with the impact of 
lower than expected actual asset returns over the last several years, resulted in net pension and other postretirement 

I I 

I I 

I I 

I I 
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benefit expense (primarily in cost of services and sales) of $1,248 million in 2005, compared to net pension and 
postretirement benefit expense of $803 million in 2004. Also contributing to expense increases in cost of services 
and sales were higher costs associated with our growth businesses. Further, the expense increase was impacted by 
favorable adjustments to our interconnection expense in 2004, as a result of our ongoing reviews of local 
interconnection expense charged by CLECs and settlements with carriers. 

Selling , General and Administrative Expense 

Selling, general and administrative expenses in 2006 increased by $3,697 million or 43.9% compared to 2005. 
These increases were primarily due to the inclusion of expenses from the former MCI in 2006 partially offset by 
synergy savings resulting from our merger integration efforts, the impact of gains from real estate sales and lower 
bad debt costs. 

In 2005, our selling, general and administrative expense decreased by $202 million, or 2.3% compared to 2004. 
This decrease was attributable to gains on the sale of real estate in 2005, lower property and gross receipts taxes 
and reduced bad debt costs, partially offset by higher net pension and benefit costs, as described above, and a prior 
year gain on the sale of two small business units. 

Depreciation and Amortization Expense 

The increase in depreciation and amortization expense of $789 million, or 9.0% in 2006 was mainly driven by the 
acquisition ofMCI's depreciable property and equipment and finite-lived intangibles, including its customer lists 
and capitalized non-network software, measured at fair value and by growth in depreciable telephone plant and 
non-network software assets. The decrease in depreciation and amortization expense of $109 million or 1.2%, in 
2005 compared to 2004 was mainly driven by lower rates of depreciation, partially offset by higher plant, property 
and equipment balances and software amortization costs. 

Segment Income 

~ears Ended December 31, 

!segment Income 

dollars in millions) 

~006 
2005 

2004 

I 1$ t,634 

$ 1,906 

$ 2,652 

Segment income decreased by $272 million, or 14.3% in 2006 and by $746 million, or 28.1% in 2005, due to the 
after-tax impact of operating revenues and operating expenses described above, along with the impact of favorable 
income tax adjustments in 2005. 

Special and non-recurring items not included in Verizon Wireline's segment income totaled $407 million, ($168) 
million and $346 million in 2006, 2005, and 2004 respectively. Special and non-recurring items in 2006 included 
costs associated with severance activity, pension settlement losses, Verizon Center relocation-related costs, and 
merger integration costs. Merger integration costs primarily included costs related to advertising and re-branding 
initiatives, and labor and contractor costs related to information technology integration initiatives. Special and 
non-recurring items in 2005 related to the Hawaii results of operations and gain on the sale of the Hawaii wireline 
operations, the net gain on the sale of a New York City office building, changes to management retirement benefit 
plans, severance costs, and Verizon Center relocation-related costs. Special and non-recurring items in 2004 
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primarily included pension settlement losses, operating asset losses, and costs associated with the early retirement 
of debt, partially offset by an expense credit resulting from the favorable resolution of pre-bankruptcy amounts due 
from MCI as well as a gain on the sale of an investment. 

~omestic Wireless 

Our Domestic Wireless segment provides wireless voice and data services and equipment sales across the United 
States. This segment primarily represents the operations of the Verizon Wireless joint venture with Vodafone. 
Verizon owns a 55% interest in the joint venture and Vodafone owns the remaining 45%. All financial results 
included in the tables below reflect the consolidated results ofVerizon Wireless. 

Operating Revenues 

dollars in millions) 

~ears Ended December 31, ~006 poos 
2004 

~ireless sales and services 

32,301 $ 27,662 

Domestic Wireless's total revenues of$38,043 million were $5,742 million, or 17.8% higher in 2006 compared to 
2005. Service revenues of $32,796 million were $4,665 million, or 16.6% higher than 2005. The service revenue 
increase was primarily due to a 15.0% increase in customers as of December 31, 2 006 compared to December 31, 
2005, and increased average revenue per customer. Equipment and other revenue increased $1,077 million, or 
25.8% in 2006 compared to 2005 principally as a result of increases in the number and price of wireless devices 
sold. Other revenue also increased due to increases in regulatory fees, primarily the universal service fund, and cost 
recovery surcharges. 

Our Domestic Wireless segment ended 2006 with 59.1 million customers, an increase of 7. 7 million net new 
customers, or 15.0% compared to December 31, 2005. Substantially all ofthe net customers added during 2006 
were retail customers. The overall composition of our Domestic Wireless customer base as of December 31, 2006 
was 92.6% retail postpaid, 3.6% retail prepaid and 3.8% resellers. Total average monthly churn, the rate at which 
customers disconnect service, decreased to 1.17% in 2006 compared to 1.26% in 2005. Retail postpaid churn 
decreased to 0.9% in 2006 compared to 1.1% in 2005. 

Average revenue per customer per month increased 0.6% to $49.80 in 2006 compared to 2005. Average service 
revenue per customer reflected a 72% increase in data revenue per customer in 2006, compared to 2005, driven by 
increased use of our messaging, VZAccess and other data services. Retail service revenue per retail customer of 
$50.44 also grew in 2006, compared to 2005. However, Domestic Wireless continued to experience an increase in 
the proportion of customers on its Family Share price plans, which put downward pressure on average service 
revenue per customer during 2006. Data revenues were $4,475 million and accounted for 13.6% of service revenue 
in 2006, compared to $2,243 million and 8.0% of service revenue in 2005. 

Domestic Wireless's total revenues of $32,301 million were $4,639 million, or 16.8% higher in 2005 compared to 
2004. Service revenues of $28, 131 million were $3,731 million, or 15.3% higher than 2004. This revenue growth 
was primarily due to increased customers, partially offset by a decrease in average revenue per customer per 
month, and increases in equipment and other revenue, principally as a result of an increase in wireless devices sold 
together with an increase in revenue per unit sold. At December 31, 2005, customers totaled 51.3 million, an 
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increase of 17.2% compared to December 31, 2004. Retail net additions accounted for 7.2 million, or 95.8% ofthe 
total net additions. Total churn decreased to 1.3% in 2005, compared to 1.5% in 2004. Retail postpaid churn 
decreased to 1.1% in 2005 compared to 1.3% in 2004. 

Average revenue per customer per month decreased 1.5% to $49.49 in 2005 compared to 2004, primarily due to 
pricing changes to our America's Choice and Family Share plans earlier in the year. Partially offsetting the impact 
of these pricing changes was a 71.7% increase in data revenue per customer in 2005 compared to 2004, driven by 
increased use of our messaging and other data services. Data revenues were $2,243 million and accounted for 8.0% 
of service revenue in 2005, compared to $1,116 million and 4.6% of service revenue in 2004. 

Operating Expenses 

ears Ended December 31, 

2004 

lcost of services and sales 1$ 11,491 

9,393 $ 7,747 

!selling, general and administrative expense 112,039 

10,768 9,591 

pepreciation and amortization expense ~,760 

24,921 

Cost of Services and Sales 

Cost of services and sales, which are costs to operate the wireless network as well as the cost of roaming, long 
distance and equipment sales, increased by $2,098 million, or 22.3% in 2006 compared to 2005. Cost of services 
increased due to higher wireless network costs in 2006 caused by increased network usage relating to both voice 
and data services, partially offset by lower rates for long distance, roaming and local interconnection. Cost of 
equipment sales grew by 29.7% in 2006 compared to 2005. The increase was primarily attributed to an increase in 
wireless devices sold, resulting from an increase in equipment upgrades and gross retail activations, together with 
an increase in cost per unit driven by increased sales of higher cost advanced wireless devices, in 2006, compared 
to 2005. 

Cost of services and sales increased by $1,646 million, or 21.2% in 2005 compared to 2004. This increase was 
primarily due to higher network charges resulting from increased network usage in 2005 compared to 2004, and an 
increase in cost of equipment sales driven by increased wireless devices sold and equipment upgrades in 2005 
compared to 2004. 

Selling, General and Administrative Expense 

Selling, general and administrative expense increased by $1,271 million, or 11.8% in 2006 compared to 2005. This 
increase was primarily due to an increase in salary and benefits expense of $632 million, resulting from an 
increase in employees, primarily in the sales and customer care areas, and higher per employee salary and benefit 
costs. Advertising and promotion expense increased $207 million in 2006, compared to 2005. Also contributing to 
the increase were higher costs associated with regulatory fees, primarily the universal service fund, which 
increased by $167 million in 2006 compared to 2005. 
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Selling, general and administrative expense increased by $1,177 million, or 12.3% in 2005 compared to 2004. This 
increase was primarily due to increased salary and benefits expense and higher sales commissions, related to an 
increase in customer additions and renewals during 2005 compared to 2004. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $153 million, or 3.2% in 2006 compared to 2005 and 
increased by $274 million, or 6.1% in 2005 compared to 2004. These increases were primarily due to increased 
depreciation expense related to the increases in depreciable assets. The increase in 2006 was partially offset by a 
decrease in amortization expense due to fully amortized customer lists. 

Segment Income 

dollars in millions) 

~ears Ended December 31, 

!segment Income 

~006 
2005 

2004 

I 1$ 2,976 

$ 2,219 

$ 1,645 

Segment income increased by $757 million, or 34.1% in 2006 compared to 2005 and increased by $574 million, or 
34.9% in 2005 compared to 2004, primarily as a result of the after-tax impact of operating revenues and operating 
expenses described above, partially offset by higher minority interest expense. Special and non-recurring items of 
$42 million after-tax were due to the adoption of SF AS 123 (R). There were no special items affecting this segment 
in 2005 or 2004. 

Increases in minority interest expense in 2006 and 2005 were principally due to the increased income of the 
wireless joint venture and the significant minority interest attributable to Vodafone. 

lspecialltems 

isposition of Businesses and Investments 

Sale of Discontinued Operations 

On December 1, 2006, we closed the sale ofVerizon Dominicana. The transaction resulted in net pretax cash 
proceeds of $2,042 million. The U.S. taxes that became payable and were recognized at the time the transaction 
closed significantly exceeded the amount of the pretax gain of $30 million. The sale resulted in an after-tax loss of 
$541 million (or $.18 per diluted share). There were no similar items in 2005. In 2004, we closed on the sale of 
Verizon Information Services Canada Inc. and recorded a gain of$1,017 million ($516 million after-tax, or $.18 
per diluted share). 
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Sales of Businesses, Net 

During 2005, we sold our wireline and directory businesses in Hawaii, including Verizon Hawaii Inc. which 
operated approximately 700,000 switched access lines, as well as the services and assets ofVerizon Long Distance, 
Verizon Online, Verizon Information Services and Verizon Select Services Inc. in Hawaii, to an affiliate of The 
Carlyle Group for $1,326 million in cash proceeds. In connection with this sale, we recorded a net pretax gain of 
$530 million ($336 million after-tax, or $.12 per diluted share). There were no similar items in 2006 and 2004. 

Sales of Investments, Net 

During 2004, we recorded a pretax gain of $787 million ($565 million after-tax, or $.20 per diluted share) on the 
sale of our 20.5% interest in TELUS in an underwritten public offering in the U.S. and Canada. In connection with 
this sale transaction, Verizon recorded a contribution of $100 million to Verizon Foundation to fund its charitable 
activities and increase its self-sufficiency. Consequently, we recorded a net gain of $500 million after taxes, or $.18 
per diluted share related to this transaction and the accrual of the Verizon Foundation contribution. 

Also during 2004, we sold all of our investment in Iowa Telecom preferred stock, which resulted in a pretax gain 
of $43 million ($43 million after-tax, or $.02 per diluted share). This preferred stock was received in 2000 in 
connection with the sale of access lines in Iowa. There were no similar items in 2006 and 2005. 

Spin-off Related Charges 

In 2006, we recorded pretax charges of $117 million ($101 million after-tax, or $.03 per diluted share) for costs 
related to the spin-off of Idearc. These costs primarily consisted of banking and legal fees, as well as filing fees, 
printing and mailing costs. There were no similar charges in 2005 and 2004. 

~erger Integration Costs 

In 2006, we recorded pretax charges of $232 million ($146 million after-tax, or $.05 per diluted share) related to 
integration costs associated with the MCI acquisition that closed on January 6, 2006. These costs are primarily 
comprised of advertising and other costs related to re-branding initiatives and systems integration activities. There 
were no similar charges incurred in 2005 and 2004. 

~acility and Employee-Related Items 

During 2006, we recorded pretax charges of $184 million ($118 million after-tax) in connection with the continued 
relocation of employees and business operations to Verizon Center located in Basking Ridge, New Jersey. During 
2005, we recorded a net pretax gain of $18 million ($8 million after-tax) in connection with this relocation of our 
new operations center, Verizon Center, including a pretax gain of $120 million ($72 million after-tax) related to 
the sale of a New York City office building, partially offset by a pretax charge of $102 million ($64 million after­
tax) primarily associated with relocation, employee severance and related activities. There were no similar charges 
incurred in 2004. 

During 2006, we recorded net pretax severance, pension and benefits charges of $425 million ($258 million after­
tax, including $3 million of income recorded to discontinued operations, or $.09 per diluted share). These charges 
included net pretax pension settlement losses of $56 million ($26 million after-tax, or $.01 per diluted share) 
related to employees that received lump-sum distributions primarily resulting from our separation plans. These 
charges were recorded in accordance with SF AS No. 88, Employ ers 'Accounting for Settlements and 
Curtailments of Defined Benefit Pension Plans and for Termination Benefits (SF AS No. 88), which requires that 
settlement losses be recorded once prescribed payment thresholds have been reached. Also included are pretax 
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charges of $369 million ($228 million after-tax, or $.08 per diluted share), for employee severance and severance­
related costs in connection with the involuntary separation of approximately 4,100 employees. In addition, during 
2005 we recorded a charge of $59 million ($36 million after-tax, or $.01 per diluted share) associated with 
employee severance costs and severance-related activities in connection with the voluntary separation program for 
surplus union-represented employees. 

During 2005, we recorded a net pretax charge of $98 million ($59 million after-tax) related to the restructuring of 
the Verizon management retirement benefit plans. This pretax charge was recorded in accordance with SF AS No. 
88, and SFAS No. 106, Employers' Accounting for Postretirement Benefits Other Than Pensions (SFAS No. 106) 
and includes the unamortized cost of prior pension enhancements of $430 million offset partially by a pretax 
curtailment gain of $332 million related to retiree medical benefits. In connection with this restructuring, 
management employees: no longer earn pension benefits or earn service towards the company retiree medical 
subsidy after June 30, 2006; received an 18-month enhancement of the value of their pension and retiree medical 
subsidy; and receive a higher savings plan matching contribution. 

During 2004, we recorded pretax pension settlement losses of $805 million ($492 million after-tax) related to 
employees that received lump-sum distributions during 2004 in connection with the voluntary separation plan 
under which more than 21,000 employees accepted the separation offer in the fourth quarter of 2003. These 
charges were recorded in accordance with SF AS No. 88. In addition, we recorded a $7 million after-tax charge in 
income from discontinued operations, related to the 2003 separation plan. 

ITax Matters 

During 2005, we recorded tax benefits of $336 million in connection with capital gains and prior year investment 
losses. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to capital losses incurred in previous years. The investment losses 
pertain to Iusacell, CTI Holdings, S.A. (CTI) and TelecomAsia. 

Also during 2005, we recorded a net tax provision of $206 million related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act of 2004, for two of our foreign investments. 

As a result of the capital gain realized in 2004 in connection with the sale ofVerizon Information Services 
Canada, we recorded tax benefits of $234 million in the fourth quarter of 2004 pertaining to prior year investment 
impairments. The investment impairments primarily related to debt and equity investments in CTI, Cable & 
Wireless plc and NTL Incorporated. 

lother Special Items 

During 2006, we recorded pretax charges of $26 million ($16 million after-tax, or $.01 per diluted share) resulting 
from the extinguishment of debt assumed in connection with the completion of the MCI merger. 

As discussed in the "Cumulative Effect of Accounting Change" section, during 2006, we recorded after-tax charges 
of $42 million ($.01 per diluted share) to recognize the adoption of SFAS No. 123 (R). 

During 2005, we recorded pretax charges of $139 million ($133 million after-tax, or $.05 per diluted share) 
including a pretax impairment charge of $125 million ($125 million after-tax, or $.04 per diluted share) pertaining 
to aircraft leased to airlines involved in bankruptcy proceedings and a pretax charge of $14 million ($8 million 
after-tax, or less than $.01 per diluted share) in connection with the early extinguishment of debt. 

In the second quarter of 2004, we recorded an expense credit of $204 million ($123 million after-tax, or $.04 per 
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diluted share) resulting from the favorable resolution of pre-bankruptcy amounts due from MCI that were 
recovered upon the emergence ofMCI from bankruptcy. 

Also during 2004, we recorded a charge of $113 million ($87 million after-tax, or $.03 per diluted share) related to 
operating asset losses pertaining to our international long distance and data network. In addition, we recorded 
pretax charges of $55 million ($34 million after-tax, or $.01 per diluted share) in connection with the early 
extinguishment of debt. 

!consolidated Financial Condition 

dollars in millions) 

~ears Ended December 31, ~006 I I poos 
2004 

leash Flows Provided By (Used In) I I Ill 

pperating activities I 1$ 24,106 Ill$ 
22,025 $ 21,791 

~nvesting activities I 1(15,616 ~ II 
(18,492 ) 

(10,343 ) 

financing activities I 1(6,031 ~ II 
(5,034 ) 

(9,856 ) 

~ncrease (Decrease) In Cash and Cash Equivalents I 1$ 2,459 Ill$ 
(1,501 $ 1,592 

We use the net cash generated from our operations to fund network expansion and modernization, repay external 
financing, pay dividends and invest in new businesses. Additional external financing is utilized when necessary. 
While our current liabilities typically exceed current assets, our sources of funds, primarily from operations and, to 
the extent necessary, from readily available external financing arrangements, are sufficient to meet ongoing 
operating and investing requirements. We expect that capital spending requirements will continue to be financed 
primarily through internally generated funds. Additional debt or equity financing may be needed to fund additional 
development activities or to maintain our capital structure to ensure our financial flexibility. 

Cash Flows Provided By Operating Activities 

Our primary source of funds continues to be cash generated from operations. In 2006, the increase in cash from 
operating activities compared to 2005 was primarily due to higher earnings at Domestic Wireless, which included 
higher minority interest earnings, and lower dividends paid to minority partners. Total minority interest earnings, 
net of dividends paid to minority interest partners, was $3.2 billion in 2006 compared to $1.7 billion in 2005. In 
addition, higher operating cash flow in 2006 compared to 2005 was due to lower cash taxes paid in 2006, resulting 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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from 2005 tax payments related to foreign operations and investments sold during the fourth quarter of 2004. 
Partially offsetting these increases were significant 2005 repatriations of foreign earnings of unconsolidated 
businesses. 

In 2005, the increase in cash from operations compared to 2004 was primarily driven higher by the repatriation of 
$2.2 billion of foreign earnings from unconsolidated businesses, higher minority interest earnings, net of dividends 
paid to minority partners of $1.0 billion and lower severance payments in 2005. These increases were largely offset 
by higher cash income tax payments, including taxes paid in 2005 related to the 2004 sales ofVerizon Information 
Services Canada and TEL US shares, and higher pension fund contributions. 

Operating cash flows from discontinued operations decreased $505 million to $1,076 million in 2006 due to the 
completion of the Idearc spin-off on November 17, 2006 and the close of the sale ofVerizon Dominicana on 
December 1, 2006, partially offset by the operating activities of the remaining assets held for sale. Operating cash 
flows from discontinued operations decreased $34 million from $1,615 million in 2004 to $1,581 million in 2005 
due to the completion ofthe sale ofVerizon Information Services Canada in the fourth quarter of2004, partially 
offset by operating activities of the remaining assets held for sale. 

Cash Flows Used In Investing Activities 

Capital expenditures continue to be our primary use of capital resources as they facilitate the introduction of new 
products and services, enhance responsiveness to competitive challenges and increase the operating efficiency and 
productivity of our networks. Including capitalized software, we invested $10,259 million in our Wireline business 
in 2006, compared to $8,267 million and $7,118 million in 2005 and 2004, respectively. We also invested $6,618 
million in our Verizon Wireless business in 2006, compared to $6,484 million and $5,633 million in 2005 and 
2004, respectively. The increase in capital spending at Wireline is mainly driven by the acquisition ofMCI, 
coupled with increased spending in high growth areas such as broadband. Capital spending at Verizon Wireless 
represents our continuing effort to invest in this high growth business. 

In 2007, capital expenditures including capitalized software are expected to be in the range of $17.5 billion to 
$17.9 billion. 

In 2006, we invested $1,422 million in acquisitions and investments in businesses, including $2,809 million to 
acquire thirteen 20 MHz licenses in connection with the FCC Advanced Wireless Services auction and $57 million 
to acquire other wireless properties. This was offset by MCI's cash balances of $2,361 million at the date of the 
merger, of which $779 million was used for a cash payment to MCI shareholders. In 2005, we invested $4,684 
million in acquisitions and investments in businesses, including $3,003 million to acquire NextWave Telecom Inc. 
(NextWave) personal communications services licenses, $641 million to acquire 63 broadband wireless licenses in 
connection with FCC auction 58, $419 million to purchase Qwest Wireless, LLC's spectrum licenses and wireless 
network assets in several existing and new markets, $230 million to purchase spectrum from MetroPCS, Inc. and 
$297 million for other wireless properties and licenses. In 2004, we invested $1,196 million in acquisitions and 
investments in businesses, including $1,052 million for wireless licenses and businesses, including a NextWave 
license covering the New York metropolitan area, and $144 million related to Verizon's limited partnership 
investments in entities that invest in affordable housing projects. 

In 2005, we received cash proceeds of $1,326 million in connection with the sale ofVerizon's wireline operations 
in Hawaii. In 2004, we received cash proceeds of $117 million from the sale of a small business unit. 

Our short -term investments include principally cash equivalents held in trust accounts for payment of employee 
benefits. In 2006, 2005 and 2004, we invested $1,915 million, $1,955 million and $1,801 million, respectively, in 
short-term investments, primarily to pre-fund active employees' health and welfare benefits. Proceeds from the 
sales of all short-term investments, principally for the payment of these benefits, were $2,205 million, $1,609 
million and $1,711 million in the years 2006, 2005 and 2004, respectively. 
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Other, net investing activities for 2006 include cash proceeds of $283 million from property sales. Other, net 
investing activities for 2005 includes a net investment of $913 million for the purchase of 43.4 million shares of 
MCI common stock from eight entities affiliated with Carlos Slim Helu, offset by cash proceeds of $713 million 
from property sales, including a New York City office building, and $349 million of repatriated proceeds from the 
sales of European investments in prior years. Other, net investing activities for 2004 includes net cash proceeds of 
$1,632 million received in connection with the sale of our 20.5% interest in TELUS and $650 million in 
connection with sales of our interests in various other investments, including a partnership venture with Crown 
Castle International Corp., EuroTel Bratislava, a.s. and Iowa Telecom preferred stock. 

In 2006, investing activities of discontinued operations include net pretax cash proceeds of $2,042 million in 
connection with the sale of Verizon Dominicana. In 2005, investing activities of discontinued operations are 
primarily related to capital expenditures related to discontinued operations. In 2004, investing activities of 
discontinued operations include cash proceeds of $1,603 million from the sale of Verizon Information Services 
Canada, partially offset by capital expenditures related to discontinued operations. 

Under the terms of an investment agreement, Vodafone had the right to require Verizon Wireless to purchase up to 
an aggregate of $20 billion worth of Vodafone' s interest in Verizon Wireless at designated times (put windows) at 
its then fair market value, not to exceed $10 billion in any one put window. Vodafone had the right to require the 
purchase of up to $10 billion during a 61-day period which opened on June 10 and closed on August 9 in 2006, 
and did not exercise that right. As ofDecember 31, 2006, Vodafone only has the right to require the purchase ofup 
to $10 billion worth of its interest, during a 61-day period opening on June 10 and closing on August 9 in 2007, 
under its one remaining put window. Vodafone also may require that Verizon Wireless pay for up to $7.5 billion of 
the required repurchase through the assumption or incurrence of debt. In the event Vodafone exercises its one 
remaining put right, we (instead ofVerizon Wireless) have the right, exercisable at our sole discretion, to purchase 
up to $2.5 billion ofVodafone's interest for cash or Verizon stock at our option. 

Cash Flows Used In Financing Activities 

Our total debt was reduced by $1,896 million during 2006. We repaid $6,838 million ofWireline debt, including 
premiums associated with the retirement of $5,665 million of aggregate principal amount oflong-term debt 
assumed in connection with the MCI merger. The Wireline repayments also included the early 
retirement/prepayment of $697 million oflong-term debt and $155 million of other long-term debt at maturity. We 
repaid $2.5 billion of Domestic Wireless 5.375% fixed rate notes that matured on December 15, 2006. At 
December 31, 2006, Verizon Wireless had no third-party debt. Also, we redeemed the $1,375 million accreted 
principal of our remaining zero-coupon convertible notes and retired $482 million of other corporate long-term 
debt at maturity. These repayments were partially offset by our issuance oflong-term debt with a total aggregate 
principal amount of $4,000 million, resulting in cash proceeds of $3,958 million, net of discounts, issuance costs 
and the receipt of cash proceeds related to hedges on the interest rate of an anticipated financing. In connection 
with the spin-off of Idearc, we received net cash proceeds of approximately $2 billion and retired debt in the 
aggregate principal amount of approximately $7 billion (see Other Consolidated Results - Discontinued Operations 
- Verizon Information Services). 

Cash of $240 million was used to reduce our total debt during 2005. We repaid $1,533 million of Domestic 
Wireless, $1,183 million ofWireline and $1,109 million ofVerizon corporate long-term debt. The Wireline debt 
repayment included the early retirement of $350 million of long-term debt and $806 million of other long-term 
debt at maturity. This decrease was largely offset by the issuance by Verizon corporate oflong-term debt with a 
total principal amount of $1,500 million, resulting in total cash proceeds of $1,478 million, net of discounts and 
costs, and an increase in our short -term borrowings of $2,098 million. 

Cash of $5,401 million was used to reduce our total debt during 2004. We repaid $2,315 million and $2,769 
million ofWireline and Verizon corporate long-term debt, respectively. The Wireline debt repayment includes the 
early retirement of $1,275 million oflong-term debt and $950 million of other long-term debt at maturity. The 
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corporate debt repayment includes $1,984 million of zero-coupon convertible notes redeemed by Verizon corporate 
and $723 million of other corporate long-term debt at maturity. Also, during 2004, we decreased our short-term 
borrowings by $747 million and Verizon corporate issued $500 million oflong-term debt. 

Our ratio of debt to debt combined with shareowners' equity was 42.8% at December 31, 2006 compared to 49.1% 
at December 31, 2005. 

As of December 31, 2006, we had no bank borrowings outstanding. We also had approximately $6.2 billion of 
unused bank lines of credit (including a $6.0 billion three-year committed facility that expires in September 2009 
and various other facilities totaling approximately $400 million) and we had shelf registrations for the issuance of 
up to $4.5 billion of unsecured debt securities. The debt securities ofVerizon and our telephone subsidiaries 
continue to be accorded high ratings by primary rating agencies. In order to simplify and streamline our financing 
entities, Verizon Global Funding merged into Verizon Communications on February 1, 2006. Verizon 
Communications is now the primary issuer of all long-term and short-term debt for Verizon. The short-term 
ratings ofVerizon Communications are: Moody's P-2; 

S&P A-1; and Fitch Fl. The long-term ratings ofVerizon Communications are: Moody's A3 with stable outlook; 
S&P A with negative outlook; and Fitch A+ with stable outlook. In June 2006, the long-term debt rating of 
Verizon Wireless was upgraded by Moody's to A2 from A3 and assigned a stable outlook and the long-term debt 
rating ofVerizon Communications was affirmed at A3 with a stable outlook. In December 2006, Fitch affirmed the 
long-term debt rating ofVerizon Communications at A+ with a stable outlook. Following the maturity of its 
remaining external debt in December 2006, Moody's and Fitch withdrew the rating on Verizon Wireless. 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

As in prior years, dividend payments were a significant use of capital resources. We determine the appropriateness 
of the level of our dividend payments on a periodic basis by considering such factors as long-term growth 
opportunities, internal cash requirements and the expectations of our shareowners. In 2006 and 2005, Verizon 
declared quarterly cash dividends of $.405 per share. In 2004, we declared quarterly cash dividends of $.385 per 
share. 

Common stock has been used from time to time to satisfy some of the funding requirements of employee and 
shareowner plans. On January 19, 2006, the Board of Directors determined that no additional common shares 
could be purchased under previously authorized share repurchase programs and gave authorization to repurchase 
of up to 100 million common shares terminating no later than the close of business on February 28, 2008. We 
repurchased $1,700 million of our common stock as part of this program. 

ncrease (Decrease) In Cash and Cash Equivalents 

Our cash and cash equivalents at December 31, 2006 totaled $3,219 million, a $2,459 increase compared to cash 
and cash equivalents at December 31, 2005 of $760 million. The increase in cash and cash equivalents in 2006 was 
primarily driven by proceeds from the disposition of Verizon Dominicana and the spin-off of Idearc, cash acquired 
in connection with the merger ofMCI and higher debt borrowings, partially offset by increased capital 
expenditures and higher repayments of borrowings. Our cash and cash equivalents at December 31, 2005 totaled 
$760 million, a $1,501 million decrease compared to cash and cash equivalents at December 31, 2004 of$2,261 
million. The decrease in cash and cash equivalents in 2005 was primarily driven by increased capital expenditures 
and higher acquisitions and investments, partially offset by proceeds from the sale of businesses and lower 
repayments ofborrowings. 

mployee Benefit Plan Funded Status and Contributions 
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In September 2006, the FASB issued Statement of Financial Accounting Standards No. 158, Employers' 
Accounting for Defined Benefit Pension and Other Postretirement Plans - an amendment of FASB Statements No. 
87, 88, 106, and 132(R) (SFAS No. 158). SFAS No. 158 requires the recognition of a defined benefit 
postretirement plan's funded status as either an asset or liability on the balance sheet. SFAS No. 158 also requires 
the immediate recognition of the unrecognized actuarial gains and losses and prior service costs and credits that 
arise during the period as a component of Other Accumulated Comprehensive Income, net of applicable income 
taxes. Additionally, the fair value of plan assets must be determined as of the company's year-end. We adopted 
SF AS No. 158 effective December 31, 2006 which resulted in a net decrease to shareowners' investment of $6,883 
million. This included a net increase in pension obligations of $2,403 million, an increase in Other Postretirement 
Benefits Obligations of $10,828 million and an increase in Other Employee Benefit Obligations of $31 million, 
partially offset by a net decrease of $1,205 million to reverse the Additional Minimum Pension Liability and an 
increase in deferred taxes of $5,17 4 million. 

Prior to the adoption of SF AS No. 158 we evaluated each pension plan to determine whether an additional 
minimum pension liability was required or whether any adjustment was necessary as determined by the provisions 
of SFAS No. 87, Employers' Accounting for Pensions. In 2005, we recorded a benefit of $51 million, net of tax, 
primarily in Employee Benefit Obligations in the consolidated balance sheets. The changes in the assets and 
liabilities were recorded in Accumulated Other Comprehensive Loss, net of a tax benefit, in shareowners' 
investment in the consolidated balance sheets. 

We operate numerous qualified and nonqualified pension plans and other postretirement benefit plans. These plans 
primarily relate to our domestic business units. The majority ofVerizon's pension plans are adequately funded. We 
contributed $451 million, $593 million and $145 million in 2006, 2005 and 2004, respectively, to our qualified 
pension trusts. We also contributed $117 million, $105 million and $114 million to our nonqualified pension plans 
in 2006, 2005 and 2004, respectively. 

Based on the funded status of the plans at December 31, 2006, we anticipate qualified pension trust contributions 
of $510 million in 2007. Our estimate of required qualified pension trust contributions for 2008 is approximately 
$300 million. Nonqualified pension contributions are estimated to be approximately $120 million and $180 million 
for 2007 and 2008, respectively. 

Contributions to our other postretirement benefit plans generally relate to payments for benefits primarily on an as­
incurred basis since the other postretirement benefit plans do not have funding requirements similar to the pension 
plans. We contributed $1,099 million, $1,040 million and $1,099 million to our other postretirement benefit plans 
in 2006, 2005 and 2004, respectively. Contributions to our other postretirement benefit plans are estimated to be 
approximately $1,210 million in 2007 and $1,580 million in 2008, prior to anticipated receipts related to Medicare 
subsidies. 

leasing Arrangements 

We are the lessor in leveraged and direct financing lease agreements under which commercial aircraft and power 
generating facilities, which comprise the majority of the portfolio, along with industrial equipment, real estate, 
telecommunications and other equipment are leased for remaining terms of less than 1 year to 49 years as of 
December 31, 2006. Minimum lease payments receivable represent unpaid rentals, less principal and interest on 
third-party nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this 
debt, which holds a senior security interest in the leased assets and rentals, the related principal and interest have 
been offset against the minimum lease payments receivable in accordance with generally accepted accounting 
principles. All recourse debt is reflected in our consolidated balance sheets. See "Special Items" for a discussion of 
lease impairment charges. 
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Off Balance Sheet Arrangements and Contractual Obligations 

Contractual Obligations and Commercial Commitments 

The following table provides a summary of our contractual obligations and commercial commitments at December 
31, 2006. Additional detail about these items is included in the notes to the consolidated financial statements. 

dollars in millions) 

Payments Due By Period 

rontractual Obligations otal I ~ess than 1 year I 11-3 years I ~-5 
years More than 5 years 

~ong-term debt (see Note 11) 1$ 32,42S I 1$ 4,084 1$ 3,784 1$ 
S,316 $ 19,241 

lcapitallease obligations (see Note 10) 1360 Iss l101 lsi 
123 

[Total long-term debt 132,78S ~,139 I3,88S ls,397 

19,364 

~nterest on long-term debt (see Note 11) ~3,300 II,91S 13,449 ~,96S 
14,971 

pperating leases (see Note 10) ~,843 11,739 ~,192 11,183 

1,729 

furchase obligations (see Note 21) lsl2 ls66 b7 116 
13 

pther long-term liabilities (see Note IS) 13,600 11,720 11,880 1-

[Total contractual obligations 1$ 67,340 1$ 10,079 1$ 11,623 1$ 
9,S61 $ 36,077 

Guarantees 

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily 
provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

As of December 31, 2006, letters of credit totaling $223 million had been executed in the normal course of 
business, which support several financing arrangements and payment obligations to third parties. 

~arket Risk 

We are exposed to various types of market risk in the normal course ofbusiness, including the impact of interest 
rate changes, foreign currency exchange rate fluctuations, changes in equity investment prices and changes in 
corporate tax rates. We employ risk management strategies using a variety of derivatives, including interest rate 

I I 
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swap agreements, interest rate locks, foreign currency forwards and collars and equity options. We do not hold 
derivatives for trading purposes. 

It is our general policy to enter into interest rate, foreign currency and other derivative transactions only to the 
extent necessary to achieve our desired objectives in limiting our exposures to the various market risks. Our 
objectives include maintaining a mix of fixed and variable rate debt to lower borrowing costs within reasonable 
risk parameters and to protect against earnings and cash flow volatility resulting from changes in market 
conditions. We do not hedge our market risk exposure in a manner that would completely eliminate the effect of 
changes in interest rates, equity prices and foreign exchange rates on our earnings. We do not expect that our net 
income, liquidity and cash flows will be materially affected by these risk management strategies. 

~nterest Rate Risk 

The table that follows summarizes the fair values of our long-term debt and interest rate derivatives as of 
December 31, 2006 and 2005. The table also provides a sensitivity analysis of the estimated fair values of these 
financial instruments assuming 100-basis-point upward and downward parallel shifts in the yield curve. Our 
sensitivity analysis did not include the fair values of our commercial paper and bank loans because they are not 
significantly affected by changes in market interest rates. 

t December 31, 2006 air Value assuming +I 00 basi 

point shift Fair Value assuming -100 basis point shift 

~ong-term debt and interest rate derivatives 1$ 33,569 I 1$ 31,724 
$ 35,607 

t December 31, 2005 

~ong-term debt and interest rate derivatives 1$ 37,340 1$ 35,421 

$ 39,478 

~oreign Currency Translation 

The functional currency for our foreign operations is primarily the local currency. The translation of income 
statement and balance sheet amounts of our foreign operations into U.S. dollars are recorded as cumulative 
translation adjustments, which are included in Accumulated Other Comprehensive Loss in our consolidated 
balance sheets. The translation gains and losses of foreign currency transactions and balances are recorded in the 
consolidated statements of income in Other Income and (Expense), Net and Income from Discontinued Operations, 
Net of Tax. At December 31, 2006, our primary translation exposure was to the Venezuelan bolivar, British pound 
and the euro. During 2005, we entered into zero cost euro collars to hedge a portion of our net investment in 
Vodafone Omnitel. In accordance with the provisions of SF AS No. 133, Accounting for Derivative Instruments 
and Hedging Activities and related amendments and interpretations, changes in the fair value of these contracts 
due to exchange rate fluctuations are recognized in Accumulated Other Comprehensive Loss and offset the impact 
of foreign currency changes on the value of our net investment in the operation being hedged. As of December 31, 
2005, our positions in the zero cost euro collars have been settled. We have not hedged our accounting translation 
exposure to foreign currency fluctuations relative to the carrying value of our other investments. 
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Significant Accounting Policies and Recent Accounting Pronouncements 

!significant Accounting Policies 

A summary of the significant accounting policies used in preparing our financial statements are as follows: 

I· I !special and non-recurring items generally represent revenues and gains as well as expenses and losses that are 
non-operational and/or non-recurring in nature. Special and non-recurring items include asset impairment losses, 
which were determined in accordance with our policy of comparing the fair value of the asset with its carrying 
value. The fair value is determined by quoted market prices or by estimates of future cash flows. There is inherent 
subjectivity involved in estimating future cash flows, which can have a significant impact on the amount of any 

impairment. 

I· \1efizon's plant, property and equipment balance represents a significant component of our consolidated assets. 
Depreciation expense on Verizon's local telephone operations is principally based on the composite group 
remaining life method and straight-line composite rates, which provides for the recognition of the cost of the 
remaining net investment in telephone plant, less anticipated net salvage value, over the remaining asset lives. We 
depreciate other plant, property and equipment generally on a straight-line basis over the estimated useful life of 
the assets. Changes in the remaining useful lives of assets as a result of technological change or other changes in 
circumstances, including competitive factors in the markets where we operate, can have a significant impact on 

asset balances and depreciation expense. 

I· w~ maintain benefit plans for most of our employees, including pension and other postretirement benefit plans. 
In the aggregate, the fair value of pension plan assets exceeds benefit obligations, which contributes to pension 
plan income. Other postretirement benefit plans have larger benefit obligations than plan assets, resulting in 
expense. Significant benefit plan assumptions, including the discount rate used, the long-term rate of return on 
plan assets and health care trend rates are periodically updated and impact the amount of benefit plan income, 
expense, assets and obligations (see "Consolidated Results of Operations - Consolidated Operating Expenses -
Pension and Other Postretirement Benefits"). A sensitivity analysis of the impact of changes in these assumptions 
on the benefit obligations and expense (income) recorded as of December 31, 2006 and for the year then ended 
pertaining to Verizon's pension and postretirement benefit plans is provided in the tables below. Note that some of 
these sensitivities are not symmetrical as the calculations were based on all of the actuarial assumptions as of year­

end. 

dollars in millions) 

obligation increase (decrease) at December 31, 2006 Expense increase (decrease) for the year ended 

December 31, 2006 

fension plans discount rate F 1.oo 1$ (3,844 D I 
$ 

266 

~ong-term rate of return on pension plan assets 
I F 1.oo 1- II 
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378 

fostretirement plans discount rate b,245 D I 

236 

~ong-term rate of return on postretirement plan asset§ I-I 

40 

kealth care trend rates I F 1.oo 13,339 II 
472 

- 1.00 (2,731 

(357 ) 

I· I pur accounting policy concerning the method of accounting applied to investments (consolidation, equity or 
cost) involves an evaluation of all significant terms of the investments that explicitly grant or suggest evidence of 
control or influence over the operations of the entity in which we have invested. Where control is determined, we 
consolidate the investment. If we determine that we have significant influence over the operating and financial 
policies of an entity in which we have invested, we apply the equity method. We apply the cost method in 

situations where we determine that we do not have significant influence. 

I· quf current and deferred income taxes, and associated valuation allowances, are impacted by events and 
transactions arising in the normal course ofbusiness as well as in connection with the adoption of new accounting 
standards, acquisitions ofbusinesses and special and non-recurring items. Assessment of the appropriate amount 
and classification of income taxes is dependent on several factors, including estimates of the timing and realization 
of deferred income tax assets and the timing of income tax payments. Actual collections and payments may 
materially differ from these estimates as a result of changes in tax laws as well as unanticipated future transactions 

impacting related income tax balances. 

I· Qopdwill and other intangible assets are a significant component of our consolidated assets. Wireline goodwill of 
$5,310 million represents the largest component of our goodwill and, as required by SFAS No. 142, Goodwill and 
Other Intangible Assets (SF AS No. 142), is periodically evaluated for impairment. The evaluation of Wireline 
goodwill for impairment is primarily based on a discounted cash flow model that includes estimates of future cash 
flows. There is inherent subjectivity involved in estimating future cash flows, which can have a material impact on 
the amount of any potential impairment. Wireless licenses of $50,959 million represent the largest component of 
our intangible assets. Our wireless licenses are indefinite-lived intangible assets, and as required by SF AS No. 142, 
are not amortized but are periodically evaluated for impairment. Any impairment loss would be determined by 
comparing the fair value of the wireless licenses with their carrying value. For 2004 and 2003, we used a residual 
method, which determined fair value by estimating future cash flows of the wireless business. Beginning in 2005, 
we began using a direct value approach in accordance with a September 29, 2004 Staff Announcement from the 
staff of the Securities and Exchange Commission (SEC), "Use of the Residual Method to Value Acquired Assets 
Other Than Goodwill." The direct value approach also determines fair value by estimating future cash flows. There 
is inherent subjectivity involved in estimating future cash flows, which can have a material impact on the amount 

of any impairment. 

Other Recent Accounting Pronouncements 
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Employers' Accounting for Defined Benefit Pension and Other Postretirement Plans 

In September 2006, the FASB issued SFAS No. 158, Employers' Accounting for Defined Benefit Pension and 
Other Postretirement Plans-an amendment ofFASB Statements No. 87, 88, 106, and 132(R) (SFAS No. 158). 
SFAS No. 158 requires the recognition of a defined benefit postretirement plan's funded status as either an asset or 
liability on the balance sheet. SFAS No. 158 also requires the immediate recognition of the unrecognized actuarial 
gains and losses and prior service costs and credits that arise during the period as a component of Other 
Accumulated Comprehensive Income, net of applicable income taxes. Additionally, the fair value of plan assets 
must be determined as of the company's year-end. We adopted SFAS No. 158 effective December 31, 2006, which 
resulted in a net decrease to shareowners' investment of $6,883 million. 

Uncertainty in Income Taxes 

In July 2006, the F ASB issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" (FIN 48). FIN 
48 requires the use of a two-step approach for recognizing and measuring tax benefits taken or expected to be taken 
in a tax return and disclosures regarding 

uncertainties in income tax positions. We are required to adopt FIN 48 effective January 1, 2007. The cumulative 
effect of initially adopting FIN 48 will be recorded as an adjustment to opening retained earnings (or to goodwill, 
in certain cases for a prior acquisition) in the year of adoption and will be presented separately. Only tax positions 
that meet the more likely than not recognition threshold at the effective date may be recognized upon adoption of 
FIN 48. We anticipate that as a result of the adoption of FIN 48, we will record an adjustment to our opening 
retained earnings. We are also reviewing the potential impact of FIN 48 on prior purchase accounting. Any such 
purchase accounting adjustment will not impact retained earnings or current earnings. We are reviewing the final 
impact of the adoption of FIN 48. We anticipate that any required adjustment under the adoption of FIN 48 will 
not be material. 

Leveraged Leases 

In July 2006, the FASB issued Staff Position No. FAS 13-2, "Accounting for a Change or Projected Change in the 
Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease Transaction" (FSP 13-2). FSP 
13-2 requires that changes in the projected timing of income tax cash flows generated by a leveraged lease 
transaction be recognized as a gain or loss in the year in which change occurs. We are required to adopt FSP 13-2 
effective January 1, 2007. The cumulative effect of initially adopting this FSP will be recorded as an adjustment to 
opening retained earnings in the year of adoption. We anticipate that any required adjustment under the adoption 
ofFSP 13-2 will not be material. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement (SFAS No. 157). SFAS No. 157 
expands disclosures about fair value measurements. SF AS No. 157 defines fair value, establishes a framework for 
measuring fair value in generally accepted accounting principles and establishes a hierarchy that categorizes and 
prioritizes the sources to be used to estimate fair value. We are required to adopt SF AS No. 157 effective January 1, 
2008 on a prospective basis. We are currently evaluating the impact this new standard will have on our future 
results of operations and financial position. 

Other Factors That May Affect Future Results 

kecent Developments 
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MCIMerger 

On January 6, 2006, Verizon acquired 100% of the outstanding common stock ofMCI, Inc. (MCI) for a 
combination of Verizon common shares and cash. MCI was a global communications company that provided 
Internet, data and voice communication services to businesses and government entities throughout the world and 
consumers in the United States. 

On April 9, 2005, Verizon entered into a stock purchase agreement with eight entities affiliated with Carlos Slim 
Helu to purchase 43.4 million shares ofMCI common stock for $25.72 per share in cash plus an additional cash 
amount of 3% per annum from April 9, 2005, until the closing of the purchase of those shares. The transaction 
closed on May 17, 2005. The total cash payment was $1,121 million and the investment was originally accounted 
for as a cost investment. No payments were made under a provision that required Verizon to pay an additional 
amount at the end of one year to the extent that the price ofVerizon's common stock exceeded $35.52 per share. 
We received a special dividend of $5.60 per MCI share on these 43.4 million MCI shares, or $243 million, on 
October 27, 2005. 

Under the terms of the merger agreement, MCI shareholders received .5743 shares ofVerizon common stock 
($5,050 million in the aggregate) and cash of $2.738 ($779 million in the aggregate) for each of their MCI shares. 
The merger consideration was equal to $20.40 per MCI share, excluding the $5.60 per share special dividend paid 
by MCI to its shareholders on October 27, 2005. There was no purchase price adjustment. 

Price Communications 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in the new partnership which was exchangeable into the common stock ofVerizon Wireless if 
an initial public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of 
the asset contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon 
common stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. As 
a result of acquiring Price's limited partnership interest, Verizon recorded goodwill of $345 million in the third 
quarter of 2006 attributable to its Domestic Wireless segment. 

Disposition of Businesses and Investments 

Verizon Dominicana C. par A., Telecomunicaciones de Puerto Rico, Inc., and Campania An6nima Nacional 
Telefonos de Venezuela 

During the second quarter of 2006, we reached definitive agreements to sell our interests in our Caribbean and 
Latin American telecommunications operations in three separate transactions to America M6vil, S.A. de C.V. 
(America M6vil), a wireless service provider throughout Latin America, and a company owned jointly by 
Telefonos de Mexico, S.A. de C.V. (Telmex) and America M6vil. We agreed to 

sell our 100 percent indirect interest in Verizon Dominicana and our 52 percent interest in Telecomunicaciones de 
Puerto Rico, Inc. (TELPRI) to America M6vil. An entity jointly owned by America M6vil and Telmex agreed to 
purchase our indirect 28.5 percent interest in CANTY. 

In accordance with SF AS No. 144 we have classified the results of operations of Verizon Dominicana and TELPRI 
as discontinued operations. CANTY continues to be accounted for as an equity method investment. 

On December 1, 2006, we closed the sale ofVerizon Dominicana. The transaction resulted in net pretax cash 
proceeds of $2,042 million, net of a purchase price adjustment of $373 million. The U.S. taxes that became payable 
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and were recognized at the time the transaction closed exceeded the $30 million pretax gain resulting in an after­
tax loss of$541 million (or $.18 per diluted share). 

We expect to close the sale of our interest in TELPRI in 2007 subject to the receipt of regulatory approvals and in 
accordance with the terms of the definitive agreement. We expect that the sale will result in approximately $900 
million in net pretax cash proceeds. 

During the second quarter of 2006, we entered into a definitive agreement to sell our indirect 28.5% interest in 
CANTY to an entity jointly owned by America M6vil and Telmex for estimated pretax proceeds of $677 million. 
Regulatory authorities in Venezuela never commenced the formal review of that transaction and the related tender 
offers for the remaining equity securities of CANTY. On February 8, 2007, after two prior extensions, the parties 
terminated the stock purchase agreement because the parties mutually concluded that the regulatory approvals 
would not be granted by the Government. 

In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic. The MOU provides that the Republic will offer to purchase all of the equity securities of 
CANTY through public tender offers in Venezuela and the United States at a price equivalent to $17.85 per ADS. 
If the tender offers are completed, the aggregate purchase price for Verizon's shares would be $572 million. If the 
2007 dividend that has been recommended by the CANTY Board is approved by shareholders and paid prior to the 
closing of the tender offers, this amount will be reduced by the amount of the dividend. Verizon has agreed to 
tender its shares if the offers are commenced. The Republic has agreed to commence the offers within forty-five 
days assuming the satisfactory completion of its due diligence investigation of CANTY. The tender offers are 
subject to certain conditions including that a majority of the outstanding shares are tendered to the Government 
and receipt of regulatory approvals. Based upon the terms of the MOU and our current investment balance in 
CANTY, we expect that we will record a loss on our investment in the first quarter of 2007. The ultimate amount 
of the loss depends on a variety of factors, including the successful completion of the tender offer and the 
satisfaction of other terms in the MOU. 

Spin-off of Ide arc 

On November 17, 2006 we completed the spin-off ofldearc to shareowners ofVerizon. Verizon distributed a 
dividend of one share of Idearc common stock for every 20 shares of Verizon common stock. Cash was paid for 
fractional shares. The distribution of Idearc common stock is considered a tax free transaction for us and for our 
shareowners, except for the cash payments for fractional shares which are generally taxable. Idearc now owns what 
was the Verizon domestic print and Internet yellow pages directories publishing operations, which had been the 
principal component of our Information Services segment. This transaction resulted in an increase of nearly $9 
billion in shareowners' equity, as well as a reduction of total debt by more than $7 billion and we received 
approximately $2 billion in cash. 

Telephone Access Lines Spin-off 

On January 16, 2007, we announced a definitive agreement with FairPoint Communications, Inc. (FairPoint) that 
will result in Verizon establishing a separate entity for its local exchange and related business assets in Maine, 
New Hampshire and Vermont, spinning off that new entity to Verizon shareowners, and immediately merging it 
with and into FairPoint. 

Upon the closing of the transaction, Verizon shareowners will own approximately 60 percent of the new company 
and FairPoint stockholders will own approximately 40 percent. Verizon Communications will not own any shares 
in FairPoint after the merger. In connection with the merger, Verizon shareowners will receive one share of 
FairPoint stock for approximately every 55 shares ofVerizon stock held as ofthe record date. Both the spin-off and 
merger are expected to qualify as tax-free transactions, except to the extent that cash is paid to Verizon 
shareowners in lieu of fractional shares. 
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The total value to be received by Verizon and its shareowners in exchange for these operations will be 
approximately $2,715 million. Verizon shareowners will receive approximately $1,015 million of FairPoint 
common stock in the merger, based upon FairPoint's recent stock price and the terms of the merger agreement. 
Verizon will receive $1,700 million in value through a combination of cash distributions to Verizon and debt 
securities issued to Verizon prior to the spin-off. Verizon may exchange these newly issued debt securities for 
certain debt that was previously issued by Verizon, which would have the effect of reducing Verizon's then­
outstanding debt. 

Redemption of Debt 

Debt assumed from MCI merger 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon was required 

to make this offer to noteholders within 30 days of the closing of the merger ofMCI and Verizon. Separately, 
Verizon notified noteholders that MCI was exercising its right to redeem both series of Senior Notes prior to 
maturity under the optional redemption procedures provided in the indentures. The 6.688% Notes were redeemed 
on March 1, 2006, and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

Zero-Coupon Convertible Notes 

Previously, Verizon Global Funding issued approximately $5,442 million in principal amount at maturity of zero­
coupon convertible notes due 2021 which were callable by Verizon on or after May 15, 2006. On May 15, 2006, we 
redeemed the remaining $1,375 million accreted principal of the outstanding zero-coupon convertible notes at a 
redemption price of $639.76 per $1,000 principal plus interest of approximately $0.5767 per $1,000 principal. The 
total payment on the date of redemption was approximately $1,377 million. 

Other Debt Redemptions/Prepayments 

Other debt redemptions/prepayments included approximately $697 million of outstanding debt issuances at various 
rates associated with our operating telephone companies. Original maturity dates ranged from 2010 through 2026. 
On December 15, 2006, Verizon Wireless' six year 5.375% fixed rate note of $2.5 billion matured. At December 
31, 2006, Verizon Wireless had no third-party debt outstanding. On January 8, 2007, we redeemed the remaining 
$1,580 million of the outstanding notes of the Verizon Communications Inc. floating rate notes due 2007. The 
gain/(loss) on these redemptions and prepayments were immaterial. 

Issuance of Debt 

In February 2006, Verizon issued $4,000 million of floating rate and fixed rate notes maturing from 2007 through 
2035. 

Spectrum Purchases 

On November 29, 2006, we were granted thirteen 20 MHz licenses we won in an FCC auction of Advanced 
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Wireless Services spectrum that concluded on September 18, 2006, for which we had bid a total of $2,809 million. 
These licenses, which we anticipate using for the provision of advanced wireless broadband services, cover a 
population of nearly 200 million. We have made all required payments to the FCC for these licenses. 

Environmental Matters 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. In 
September 2005, the Army Corps of Engineers (ACE) accepted the Hicksville site into the Formerly Utilized Sites 
Remedial Action Program. This may result in the ACE performing some or all of the remediation effort for the 
Hicksville site with a corresponding decrease in costs to Verizon. To the extent that the ACE assumes 
responsibility for remedial work at the Hicksville site, an adjustment to a reserve previously established for the 
remediation may be made. Adjustments may also be made based upon actual conditions discovered during the 
remediation at any of the sites requiring remediation. 

New York Recovery Funding 

In August 2002, President Bush signed the Supplemental Appropriations bill that included $5.5 billion in New 
York recovery funding. Of that amount, approximately $750 million has been allocated to cover utility restoration 
and infrastructure rebuilding as a result of the September 11th terrorist attacks on lower Manhattan. These funds 
will be distributed through the Lower Manhattan Development Corporation following an application and audit 
process. As of September 2004, we had applied for reimbursement of approximately $266 million under Category 
One, although we did not record this amount as a receivable. We received advances totaling $88 million in 
connection with this application process. On December 22, 2004, we applied for reimbursement of an additional 
$136 million of Category Two losses, and on March 29, 2005 we amended our application seeking an additional 
$3 million. Category Two funding is for permanent restoration and infrastructure improvement. According to the 
plan, permanent restoration is reimbursed up to 75% of the loss. On November 3, 2005, we received the results of 
preliminary audit findings disallowing all but $44 million of our $266 million of Category One application. On 
December 8, 2005, we provided a detailed rebuttal to the preliminary audit findings. We received a copy of the 
final audit report for Verizon's Category One applications and, on January 4, 2007, we filed an appeal of the final 
audit report. That appeal, as well as our Category Two applications, are pending. 

kegulatory and Competitive Trends 

Competition and Regulation 

Technological, regulatory and market changes have provided Verizon both new opportunities and challenges. 
These changes have allowed Verizon to offer new types of services in this increasingly competitive market. At the 
same time, they have allowed other service providers to broaden the scope of their own competitive offerings. 
Current and potential competitors for network services include other telephone companies, cable companies, 
wireless service providers, foreign telecommunications providers, satellite providers, electric utilities, Internet 
Service Providers, providers ofVoiP services, and other companies that offer network services using a variety of 
technologies. Many of these companies have a strong market presence, brand recognition and existing customer 
relationships, all of which contribute to intensifying competition and may affect our future revenue growth. Many 
of our competitors also remain subject to fewer regulatory constraints than Verizon. 

We are unable to predict definitively the impact that the ongoing changes in the telecommunications industry will 
ultimately have on our business, results of operations or financial condition. The financial impact will depend on 
several factors, including the timing, extent and success of competition in our markets, the timing and outcome of 
various regulatory proceedings and any appeals, and the timing, extent and success of our pursuit of new 
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opportunities. 

FCC Regulation 

Our services are subject to the jurisdiction of the FCC with respect to interstate telecommunications services and 
other matters for which the FCC has jurisdiction under the Communications Act of 1934, as amended 
(Communications Act). The Communications Act generally obligates us not to charge unjust or unreasonable rates 
nor engage in unreasonable discrimination when we are providing services as a common carrier, and regulates 
some of the rates, terms and conditions under which we provide certain services. The FCC also has adopted 
regulations governing various aspects of our business, such as the following: (i) use and disclosure of customer 
proprietary network information; (ii) telemarketing; (iii) assignment of telephone numbers to customers; (iv) 
provision to law enforcement agencies of the capability to obtain call identifying information and call content 
information from calls pursuant to lawful process; (v) accessibility of services and equipment to individuals with 
disabilities if readily achievable; (vi) interconnection with the networks of other carriers; and (vii) customers' 
ability to keep (or "port") their telephone numbers when switching to another carrier. In addition, we pay various 
fees to support other FCC programs, such as the universal service program discussed below. Changes to these 
mandates, or the adoption of additional mandates, could require us to make changes to our operations or otherwise 
increase our costs of compliance. 

Broadband 

The FCC has adopted a series of orders that recognize the competitive nature of the broadband market, and impose 
lesser regulatory requirements on broadband services and facilities than apply to narrowband. With respect to 
facilities, the FCC has determined that certain unbundling requirements that apply to narrowband facilities do not 
apply to broadband facilities such as fiber to the premise loops and packet switches. With respect to services, the 
FCC has concluded that broadband Internet access services offered by telephone companies and their affiliates 
qualify as largely deregulated information services. The same order also concluded that telephone companies may 
offer the underlying broadband transmission services that are used as an input to Internet access services through 
private carriage arrangements on negotiated commercial terms. In addition, a Verizon petition asking the FCC to 
forbear from applying common carrier regulation to certain broadband services sold primarily to larger business 
customers when those services are not used for Internet access was deemed granted by operation of law on March 
19, 2006 when the FCC did not deny the petition by the statutory deadline. Both the FCC's order addressing the 
appropriate regulatory treatment of broadband Internet access services and the relief obtained through the 
forbearance petition are the subject of pending appeals. 

Video 

The FCC has a body of rules that apply to cable operators under Title VI of the Communications Act, and these 
rules also generally apply to telephone companies that provide cable services over their networks. In addition, 
companies that provide cable service over a cable system generally must obtain a local cable franchise. On 
December 21, 2006, the FCC announced the adoption of rules under Section 621 of the Communications Act to set 
parameters consistent with federal law, on the timing and scope of franchise negotiations by local franchising 
authorities. 

Interstate Access Charges and lntercarrier Compensation 

The current framework for interstate access rates was established in the Coalition for Affordable Local and Long 
Distance Services (CALLS) plan, which the FCC adopted on May 31, 2000. The CALLS plan has three main 
components. First, it establishes portable interstate access universal service support of $650 million for the industry 
that replaces implicit support previously embedded in interstate access charges. Second, the plan simplifies the 
patchwork of common line charges into one subscriber line charge (SLC) and provides for de-averaging of the SLC 
by zones and class of customers. Third, the plan set into place a mechanism to transition to a set target of $.0055 
per minute for switched access services. Once that target rate is reached, local exchange carriers are no longer 
required to make further annual price cap reductions to their switched access prices. As a result of tariff 
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adjustments which became effective in July 2003, virtually all of our switched access lines reached the $.0055 
benchmark. 

The FCC currently is conducting a broad rulemaking proceeding to consider new rules governing intercarrier 
compensation including, but not limited to, access charges, compensation for Internet traffic, and reciprocal 
compensation for local traffic. The FCC has sought comments about intercarrier compensation in general, and has 
requested input on several specific reform proposals. 

The FCC also has pending before it issues relating to intercarrier compensation for dial-up Internet-bound traffic. 
The FCC previously found that this traffic is not subject to reciprocal compensation under Section 25l(b)(5) of the 
Telecommunications Act of 1996. Instead, the FCC established federal rates per minute for this traffic that 
declined from $.0015 to $.0007 over a three-year period, established caps on the total minutes of this traffic subject 
to compensation in a state, and required incumbent local exchange carriers to offer to both bill and pay reciprocal 
compensation for local traffic at the same rate as they are required to pay on Internet-bound traffic. The U.S. Court 
of Appeals for the D.C. Circuit rejected part of the FCC's rationale, but declined to vacate the order while it is on 
remand. As a result, pending further action by the FCC, the FCC's underlying order remains in effect. The FCC 
subsequently denied a petition to discontinue the $.0007 rate cap on this traffic, but removed the caps on the total 
minutes of Internet -bound traffic subject to compensation. That decision has been upheld on appeal. Disputes also 
remain pending in a number of forums relating to the appropriate compensation for Internet -bound traffic during 
previous periods under the terms of our interconnection agreements with other carriers. 

The FCC also is conducting a rulemaking proceeding to address the regulation of services that use Internet 
protocol, including whether access charges should apply to voice or other Internet protocol services. The FCC also 
considered several petitions asking whether, and under what circumstances, services that employ Internet protocol 
are subject to access charges. The FCC previously has held that one provider's peer-to-peer Internet protocol 
service that does not use the public switched network is an interstate information service and is not subject to 
access charges, while a service that utilizes Internet protocol for only one intermediate part of a call's transmission 
is a telecommunications service that is subject to access charges. Another petition asking the FCC to forbear from 
applying access charges to voice over Internet protocol services that are terminated on switched local exchange 
networks was withdrawn by the carrier that filed that petition. The FCC also declared the services offered by one 
provider of a voice over Internet protocol service to be jurisdictionally interstate on the grounds that it was 
impossible to separate that carrier's Internet protocol service into interstate and intrastate components. The FCC 
also stated that its conclusion would apply to other services with similar characteristics. That order has been 
appealed. 

The FCC also has adopted rules for special access services that provide for pricing flexibility and ultimately the 
removal of services from price regulation when prescribed competitive thresholds are met. More than half of 
special access revenues are now removed from price regulation. The FCC currently has a rulemaking proceeding 
underway to evaluate experience under its pricing flexibility rules, and to determine whether any changes to those 
rules are warranted. 

Universal Service 

The FCC also has a body of rules implementing the universal service provisions of the Telecommunications Act of 
1996, including rules governing support to rural and non-rural high-cost areas, support for low income subscribers, 
and support for schools, libraries and rural health care. The FCC's current rules for support to high-cost areas 
served by larger "non-rural" local telephone companies were previously remanded by U.S. Court of Appeals for the 
Tenth Circuit, which had found that the FCC had not adequately justified these rules. The FCC has initiated a 
rulemaking proceeding in response to the court's remand, but its rules remain in effect pending the results of the 
rulemaking. The FCC also has proceedings underway to evaluate possible changes to its current rules for assessing 
contributions to the universal service fund. As an interim step, in June 2006, the FCC ordered that providers of 
VoiP services are subject to federal universal service obligations. The FCC also increased the percentage of 
revenues subject to federal universal service obligations that wireless providers may use as a safe harbor. These 
decisions are the subject of a pending appeal. Any further change in the current assessment mechanism could 
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result in a change in the contribution that local telephone companies, wireless carriers or others must make and 
that would have to be collected from customers. 

Unbundling of Network Elements 

Under Section 251 of the Telecommunications Act of 1996, incumbent local exchange carriers were required to 
provide competing carriers with access to components of their network on an unbundled basis, known as UNEs, 
where certain statutory standards are satisfied. The Telecommunications Act of 1996 also adopted a cost-based 
pricing standard for these UNEs, which the FCC interpreted as allowing it to impose a pricing standard known as 
"total element long run incremental cost" or "TELRIC." The FCC's rules defining the unbundled network 
elements that must be made available at TELRIC prices have been overturned on multiple occasions by the courts. 
In its most recent order issued in response to these court decisions, the FCC eliminated the requirement to 
unbundle mass market local switching on a nationwide basis, with the obligation to accept new orders ending as of 
the effective date of the order (March 11, 2005). The FCC also established a one year transition for existing UNE 
switching arrangements. For high capacity transmission facilities, the FCC established criteria for determining 
whether high capacity loops, transport or dark fiber transport must be unbundled in individual wire centers, and 
stated that these standards were only expected to affect a small number of wire centers. The FCC also eliminated 
the obligation to provide dark fiber loops and found that there is no obligation to provide UNEs exclusively for 
wireless or long distance service. In any instance where a particular high capacity facility no longer has to be made 
available as a UNE, the FCC established a similar one year transition for any existing high capacity loop or 
transport UNEs, and an 18 month transition for any existing dark fiber UNEs. This decision has been upheld on 
appeal. 

As noted above, the FCC has concluded that the requirement under Section 251 of the Telecommunications Act of 
1996 to provide unbundled network elements at TELRIC prices generally does not apply with respect to broadband 
facilities, such as fiber to the premises loops, the packet -switched capabilities of hybrid loops and packet switching. 
The FCC also has held that any separate unbundling obligations that may be imposed by Section 271 of the 
Telecommunications Act of 1996 do not apply to these same facilities. The decision with respect to Section 271 has 
been upheld on appeal and a petition for rehearing of that appellate order was denied. 

Wireless Services 

The FCC regulates the licensing, construction, operation, acquisition and transfer of wireless communications 
systems, including the systems that Verizon Wireless operates, pursuant to the Communications Act, other 
legislation, and the FCC's rules. The FCC and Congress continuously consider changes to these laws and rules. 
Adoption of new laws or rules may raise the cost of providing service or require modification ofVerizon Wireless's 
business plans or operations. 

To use the radio frequency spectrum, wireless communications systems must be licensed by the FCC to operate the 
wireless network and mobile devices in assigned spectrum segments. Verizon Wireless holds FCC licenses to 
operate in several different radio services, including the cellular radiotelephone service, personal communications 
service, advanced wireless service, and point -to-point radio service. The technical and service rules, the specific 
radio frequencies and amounts of spectrum we hold, and the sizes of the geographic areas we are authorized to 
operate in, vary for each of these services. However, all of the licenses Verizon Wireless holds allow it to use 
spectrum to provide a wide range of mobile and fixed communications services, including both voice and data 
services, and Verizon Wireless operates a seamless network that utilizes those licenses to provide services to 
customers. Because the FCC issues licenses for only a fixed time, generally 10 years, Verizon Wireless must 
periodically seek renewal of those licenses. Although the FCC has routinely renewed all ofVerizon Wireless's 
licenses that have come up for renewal to date, challenges could be brought against the licenses in the future. If a 
wireless license were revoked or not renewed upon expiration, Verizon Wireless would not be permitted to provide 
services on the licensed spectrum in the area covered by that license. 

The FCC has also imposed specific mandates on carriers that operate wireless communications systems, which 
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increase Verizon Wireless's costs. These mandates include requirements that Verizon Wireless: (i) meet specific 
construction and geographic coverage requirements during the license term; (ii) meet technical operating standards 
that, among other things, limit the radio frequency radiation from mobile devices and antennas; (iii) deploy 
"Enhanced 911" wireless services that provide the wireless caller's number, location and other information upon 
request by a state or local public safety agency that handles 911 calls; and (iv) comply with regulations for the 
construction of transmitters and towers that, among other things, restrict siting of towers in environmentally 
sensitive locations and in places where the towers would affect a site listed or eligible for listing on the National 
Register of Historic Places. Changes to these mandates could require Verizon Wireless to make changes to 
operations or increase its costs of compliance. 

The Communications Act imposes restrictions on foreign ownership of U.S. wireless systems. The FCC has 
approved the interest that Vodafone Group Plc holds, through various of its subsidiaries, in Verizon Wireless. The 
FCC may need to approve any increase in Vodafone's interest or the acquisition of an ownership interest by other 
foreign entities. In addition, as part of the FCC's approval ofVodafone's ownership interest, Verizon Wireless, 
Verizon and Vodafone entered into an agreement with the U.S. Department of Defense, Department of Justice and 
Federal Bureau oflnvestigation which imposes national security and law enforcement-related obligations on the 
ways in which Verizon Wireless stores information and otherwise conducts its business. 

Verizon Wireless anticipates that it will need additional spectrum to meet future demand. It can meet spectrum 
needs by purchasing licenses or leasing spectrum from other licensees, or by acquiring new spectrum licenses from 
the FCC. Under the Communications Act, before Verizon Wireless can acquire a license from another licensee in 
order to expand its coverage or its spectrum capacity in a particular area, it must file an application with the FCC, 
and the FCC can grant the application only after a period for public notice and comment. This review process can 
delay acquisition of spectrum needed to expand services. The Communications Act also requires the FCC to award 
new licenses for most commercial wireless services through a competitive bidding process in which spectrum is 
awarded to bidders in an auction. Verizon Wireless has participated in spectrum auctions to acquire licenses in the 
personal communication service and most recently the advanced wireless service. However, the timing of future 
auctions, and the spectrum being sold, may not match Verizon Wireless's needs, and the company may not be able 
to secure the spectrum in the auction. 

The FCC is also conducting several proceedings to explore whether and how to use spectrum more intensively by, 
for example, allowing unlicensed wireless devices to operate in licensed spectrum bands. These proceedings could 
increase radio interference to Verizon Wireless's operations from other spectrum users, or allow other users to 
share its spectrum. These changes may adversely impact the ways in which it uses spectrum, the capacity of that 
spectrum to carry traffic, and the value of that spectrum. 

State Regulation and Local Approvals 

Telephone Operations 

State public utility commissions regulate our telephone operations with respect to certain telecommunications 
intrastate rates and services and other matters. Our competitive local exchange carrier and long distance operations 
are generally classified as nondominant and lightly regulated the same as other similarly situated carriers. Our 
incumbent local exchange operations are generally classified as dominant. These latter operations predominantly 
are subject to alternative forms of regulation (AFORs) in the various states, although they remain subject to rate of 
return regulation in a few states. Arizona, Illinois, Nevada, New Hampshire, Oregon and Washington are rate of 
return regulated with various levels of pricing flexibility for competitive services. California, Connecticut, 
Delaware, the District of Columbia, Florida, Indiana, Maryland, Michigan, Maine, Massachusetts, New Jersey, 
New York, North Carolina, Ohio, Pennsylvania, Rhode Island, South Carolina, Texas, Vermont, Virginia, West 
Virginia and Wisconsin are under AFORs with various levels of pricing flexibility, detariffing, and service quality 
standards. None of the AFORs include earnings regulation. In Idaho, Verizon has made the election under a recent 
statutory amendment into a deregulatory regime that phases out all price regulation. 
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Video 

Companies that provide cable service over a cable system are typically subject to state and/or local cable television 
rules and regulations. As noted above, cable operators generally must obtain a local cable franchise from each local 
unit of government prior to providing cable service in that local area. Some states have recently enacted legislation 
that enables cable operators to apply for, and obtain, a single cable franchise at the state, rather than local, level. 
To date, Verizon has applied for and received state-issued franchises in Indiana, New Jersey and Texas. California 
has enacted statewide franchise reform legislation, but has not yet finalized implementing rules. 

Wireless Services 

The rapid growth of the wireless industry has led to an increase in efforts by some state legislatures and state 
public utility commissions to regulate the industry in ways that may impose additional costs on Verizon Wireless. 
The Communications Act generally preempts regulation by state and local governments of the entry of, or the rates 
charged by, wireless carriers. Although a state may petition the FCC to allow it to impose rate regulation, no state 
has done so. In addition, the Communications Act does not prohibit the states from regulating the other "terms and 
conditions" of wireless service. While numerous state commissions do not currently have jurisdiction over wireless 
services, state legislatures may decide to grant them such jurisdiction, and those commissions that already have 
authority to impose regulations on wireless carriers may adopt new rules. 

State efforts to regulate wireless services have included proposals to regulate customer billing, termination of 
service, trial periods for service, advertising, network outages, the use of handsets while driving, and the provision 
of emergency or alert services. Over the past several years, only a few states have imposed regulation in one or 
more of these areas, and in 2006 a federal appellate court struck down one such state statute, but Verizon Wireless 
expects these efforts to continue. Some states also impose their own universal service support regimes on wireless 
and other telecommunications carriers, and other states are considering whether to create such regimes. 

Verizon Wireless (as well as AT&T (formerly Cingular) and Sprint-Nextel) is a party to an Assurance of 
Voluntary Compliance ("AVC") with 33 State Attorneys General. The AVC, which generally reflected Verizon 
Wireless's practices at the time it was entered into in July 2004, obligates the company to disclose certain rates and 
terms during a sales transaction, to provide maps depicting coverage, and to comply with various requirements 
regarding advertising, billing, and other practices. 

At the state and local level, wireless facilities are subject to zoning and land use regulation. Under the 
Communications Act, neither state nor local governments may categorically prohibit the construction of wireless 
facilities in any community or take actions, such as indefinite moratoria, which have the effect of prohibiting 
service. Nonetheless, securing state and local government approvals for new tower sites has been and is likely to 
continue to be a difficult, lengthy and expensive process. Finally, state and local governments continue to impose 
new or higher fees and taxes on wireless carriers. 

Cautionary Statement Concerning Forward-Looking Statements 

In this Annual Report on Form 10-K we have made forward-looking statements. These statements are based on our 
estimates and assumptions and are subject to risks and uncertainties. Forward-looking statements include the 
information concerning our possible or assumed future results of operations. Forward-looking statements also 
include those preceded or followed by the words "anticipates," "believes," "estimates," "hopes" or similar 
expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements 
contained in the Private Securities Litigation Reform Act of 1995. 

The following important factors, along with those discussed elsewhere in this Annual Report, could affect future 
results and could cause those results to differ materially from those expressed in the forward-looking statements: 
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I· I fuaterially adverse changes in economic and industry conditions and labor matters, including workforce levels 
and labor negotiations, and any resulting financial and/or operational impact, in the markets served by us or by 

companies in which we have substantial investments; 

I· Iliaferial changes in available technology, including disruption of our suppliers' provisioning of critical products 

or services; 

I· t~chnology substitution; 

I· ah ~dverse change in the ratings afforded our debt securities by nationally accredited ratings organizations; 

I· tijel final results of federal and state regulatory proceedings concerning our provision of retail and wholesale 

services and judicial review of those results; 

I· tijel effects of competition in our markets; 

I· tijeltiming, scope and financial impacts of our deployment of fiber-to-the-premises broadband technology; 

I· tijel ability of Verizon Wireless to continue to obtain sufficient spectrum resources; 

I· 4~nges in our accounting assumptions that regulatory agencies, including the SEC, may require or that result 

from changes in the accounting rules or their application, which could result in an impact on earnings; 

I· tijel timing of the sales of our Latin American and Caribbean properties; and 

I· tijel extent and timing of our ability to obtain revenue enhancements and cost savings following our business 

combination with MCI, Inc. 

eport of Management on Internal Control Over Financial Reporting 

We, the management ofVerizon Communications Inc., are responsible for establishing and maintaining adequate 
internal control over financial reporting of the company. Management has evaluated internal control over financial 
reporting of the company using the criteria for effective internal control established in Internal Control - Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

Management has assessed the effectiveness of the company's internal control over financial reporting as of 
December 31, 2006. Based on this assessment, we believe that the internal control over financial reporting of the 
company is effective as ofDecember 31, 2006. In connection with this assessment, there were no material 
weaknesses in the company's internal control over financial reporting identified by management. 

The company's financial statements included in this annual report have been audited by Ernst & Young LLP, 
independent registered public accounting firm. Ernst & Young LLP has also issued an attestation report on 
management's assessment of the company's internal control over financial reporting. 

GTEOSI00004435 



/s/ Ivan G. Seidenberg 

Ivan G. Seidenberg 
Chairman and Chief Executive Officer 

/s/ Doreen A. Toben 

Doreen A. Toben 
Executive Vice President and Chief Financial Officer 

/s/ Thomas A. Bartlett 

Thomas A. Bartlett 
Senior Vice President and Controller 

To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited management's assessment, included in the accompanying Report of Management on Internal 
Control Over Financial Reporting, that Verizon Communications Inc. and subsidiaries (Verizon) maintained 
effective internal control over financial reporting as of December 31, 2006, based on criteria established in Internal 
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway 
Commission (the COSO criteria). Verizon's management is responsible for maintaining effective internal control 
over financial reporting and for its assessment of the effectiveness of internal control over financial reporting. Our 
responsibility is to express an opinion on management's assessment and an opinion on the effectiveness of the 
company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, evaluating management's 
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such 
other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable 
basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company's internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
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only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, management's assessment that Verizon maintained effective internal control over financial 
reporting, as of December 31, 2006, is fairly stated, in all material respects, based on the COSO criteria. Also, in 
our opinion, Verizon maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2006, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheets ofVerizon as ofDecember 31, 2006 and 2005, and the related 
consolidated statements of income, cash flows and changes in shareowners' investment for each of the three years 
in the period ended December 31, 2006 of Verizon and our report dated February 23, 2007 expressed an 
unqualified opinion thereon. 

I 

I 

Ernst & Young LLP 

~rnst & Young LLP 

!New York, New York 

february 23, 2007 

eport of Independent Registered Public Accounting Firm on Financial Statements 

To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited the accompanying consolidated balance sheets ofVerizon Communications Inc. and subsidiaries 
(Verizon) as of December 31, 2006 and 2005, and the related consolidated statements of income, cash flows and 
changes in shareowners' investment for each of the three years in the period ended December 31, 2006. These 
financial statements are the responsibility ofVerizon's management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Verizon at December 31, 2006 and 2005, and the consolidated results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2006, in conformity with U.S. 
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generally accepted accounting principles. 

As discussed in Note 1 to the consolidated financial statements, Verizon changed its methods of accounting for 
stock-based compensation effective January 1, 2006 and pension and other post-retirement obligations effective 
December 31, 2006. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the effectiveness of Verizon' s internal control over financial reporting as of December 31, 2006, 
based on criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 23, 2007 expressed an unqualified 
opinion thereon. 

I 

I 

Ernst & Young LLP 

~rnst & Young LLP 

!New York, New York 

february 23, 2007 

Consolidated Statements of Income Verizon Communications Inc. and Subsidiaries 

(dollars in millions, except per share amounts) 

~ears Ended December 31, II 
2004 

!operating Revenues 1$ 88,144 II 1$ 69,518 

$ 65,751 

!operating Expenses II 

lcost of services and sales (exclusive of items shown below) 134,994 II ~4,200 
22,032 

!selling, general & administrative expense 125,232 II 119,652 

19,346 

pepreciation and amortization expense lt4,545 II 113,615 

II 

II 

II 

II 

II 

II 
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13,503 

!sales ofbusinesses, net I 1- II 1(530 II 
) -

!Total Operating Expenses I 174,771 II 156,937 II 
54,881 

!operating Income 113,373 II 112,581 II 
10,870 

~quity in earnings of unconsolidated businesses 1773 II ~86 II 
1,690 

pther income and (expense), net 1395 II 1311 II 
82 

~nterest expense 1(2,349 ~I 1(2,129 II 
(2,336 ) 

Minority interest 1(4,038 ~I jo,001 II 
(2,329 ) 

OCncome Before Provision for Income Taxes, Discontinued Operations apd Cuptulative Effecf 9f Aqcounting I I 
Change 8,154 8,448 

7,977 

frovision for income taxes 1(2,674 ~I lc2,421 II 
(2,078 ) 

~ncome Before Discontinued Operations and Cumulative Effect of Acc~unting Change II ~,48o II 
6,027 

5,899 

~ncome on discontinued operations, net of tax I 1759 II l1,37o II 
1,932 

!cumulative effect of accounting change, net of tax ~ I 1- II 

§et Income 1$ 6,197 II 1$ 7,397 II 
$ 7,831 

~asic Earnings Per Common Share ,,, II II 

~ncome before discontinued operations and cumulative effect of accounting change II 1$ t.88 II 
$ 2.18 

$ 2.13 
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~ncome on discontinued operations, net of tax 1.26 II 1.50 II 
.70 

!cumulative effect of accounting change, net of tax 1(.01 ~I 1- II 

§et Income 1$ 2.13 II 1$ 2.67 II 
$ 2.83 

K\leighted-average shares outstanding (in millions) 12,912 II ~,766 II 
2,770 

~iluted Earnings Per Common Share ,,, II II 

~ncome before discontinued operations and cumulative effect of accounting change II 1$ 1.88 II 
$ 2.16 

$ 2.11 

~ncome on discontinued operations, net of tax 1.26 II 1.49 II 
.68 

!cumulative effect of accounting change, net of tax lc.o1 ~I 1- II 

§et Income 1$ 2.12 II 1$ 2.65 II 
$ 2.79 

K\leighted-average shares outstanding (in millions) 12,938 II ~,817 II 
2,831 

1(1) [otal per share amounts may not add due to rounding. 

See Notes to Consolidated Financial Statements. 

Consolidated Balance Sheets Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

t December 31, 006 

2005 

ssets 

Current assets 
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leash and cash equivalents I 1$ 3,219 II I 

$ 760 

!short -term investments I ~,434 II I 

2,146 

fAccounts receivable, net of allowances of $1,13 9 and $1,100 I lto,891 II I 

8,534 

~nventories I 11,514 II I 

1,522 

fAssets held for sale I ~,592 II I 

4,233 

frepaid expenses and other I 11,888 II I 

2,125 

[otal current assets I ~2,538 II I 

19,320 

~lant, property and equipment I ~04,109 II I 

187,761 

~ess accumulated depreciation I 1121,753 II I 

114,774 

2,356 

72,987 

~nvestments in unconsolidated businesses ~,868 II I 
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4,602 

K\lireless licenses I ~0,959 II I 

47,781 

!Goodwill I ~,655 II I 

315 

pther intangible assets, net I ~,140 II I 

4,068 

pther assets I 117,288 II I 

19,057 

[otal assets I 1$ 188,804 II I 

$ 168,130 

iabilities and Shareowners' Investment 

!current liabilities I I II I 

pebt maturing within one year I 1$ 7,715 II I 

$ 6,688 

fAccounts payable and accrued liabilities I 114,320 II I 

11,747 

~iabilities related to assets held for sale I ~,154 II I 

2,870 

ther ,091 

5,395 
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[otal current liabilities ~2,280 II I 

26,700 

~ong-term debt I ~8,646 II I 

31,569 

~mployee benefit obligations I ~0,779 II I 

17,693 

peferred income taxes I lt6,270 II I 

22,831 

pther liabilities I ~,957 II I 

3,224 

kinority interest I ~8,337 II I 

26,433 

lshareowners' investment I I II I 

!series preferred stock ($.10 par value; none issued) I t II I 

!common stock ($.10 par value; 2,967,652,438 shares and 2,774,865,381 shares issued) ~97 II I 

277 

!contributed capital I ~o,124 II I 

25,369 

~einvested earnings 1 117,324 II I 

15,905 

GTEOSI00004443 



[Accumulated other comprehensive loss 1(7,530 II I 
) 

(1,783 
) 

!common stock in treasury, at cost I 1(1,871 II I 
) 

(353 
) 

peferred compensation-employee stock ownership plans and other I 1191 II I 

265 

[otal shareowners' investment ~8,535 II I 

39,680 

[otalliabilities and shareowners' investment 1$ 188,804 II I 

$ 168,130 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Cash Flows Verizon Communications Inc. and Subsidiaries 

dollars in millions) 

ears Ended December 31, 005 

2004 

leash Flows from Operating Activities I I Ill Ill 

!Net Income I 1$ 6,197 Ill$ Ill 
7,397 $ 7,831 

fAdjustments to reconcile net income to net cash provided by operating activities: I I Ill Ill 

pepreciation and amortization expense I 114,545 1 1113,615 Ill 
13,503 

lsales ofbusinesses, net I t lllc53o Ill 
) 

I( Gain) loss on sale of discontinued operations I ~41 I II- Ill 
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~mployee retirement benefits I lt,923 1111,695 Ill 
1,836 

peferred income taxes I 1(252 ~I b,o93 Ill 
) 1,721 

frovision for uncollectible accounts I lt,034 1111,076 Ill 
890 

~quity in earnings of unconsolidated businesses I 1(773 ~ 11(686 Ill 
) (1,690 

) 

!cumulative effect of accounting change, net of tax I ~2 I II- Ill 

!changes in current assets and liabilities, net of effects from acquisition/disposition ofyu§inesses: Ill Ill 

fAccounts receivable I io,312 ~ llo88 Ill 
) (1,293 

) 

~nventories I ~ lllc236 Ill 
) (226 

) 

pther assets I ~2 lllcl76 Ill 
539 

fAccounts payable and accrued liabilities I j(Js3 ~ 11(899 Ill 
) (1,820 

) 

pther, net I lt,408 1111,069 Ill 
(1, 115 

) 

INet cash provided by operating activities- continuing operations I ~3,030 II ~0,444 Ill 
20,176 

INet cash provided by operating activities- discontinued operations I lt,076 1111,581 Ill 
1,615 

INet cash provided by operating activities ~4,106 II ~2,025 Ill 
21,791 

leash Flows from Investing Activities I I Ill Ill 
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!capital expenditures (including capitalized software) I 1(17,101 ~ 11(14,964 Ill 
) (12,794 

) 

[Acquisitions, net of cash acquired, and investments I 1(1,422 ~ 11(4,684 Ill 
) (1,196 

) 

froceeds from disposition of businesses I t 1111,326 Ill 
117 

INet change in short-term and other current investments ~90 II b46 Ill 
) (90) 

pther, net ~11 111532 Ill 
2,474 

INet cash used in investing activities -continuing operations I 1(17,422 ~I b8,136 Ill 
) (11,489 

) 

INet cash provided by (used in) investing activities -discontinued operations I 11,806 II b56 Ill 
) 1,146 

INet cash used in investing activities I 1(15,616 ~I b8,492 Ill 
) (10,343 

) 

leash Flows from Financing Activities I I Ill Ill 

froceeds from long-term borrowings ~,983 1111,487 Ill 
514 

~epayments of long-term borrowings and capital lease obligations I 1(11,233 ~I b,825 Ill 
) (5,168 

) 

~ncrease (decrease) in short -term obligations, excluding current maturities I 17,944 II ~,o98 Ill 
(747 

) 

pividends paid I 1(4,719 ~ 11(4,427 Ill 
) (4,262 

) 

froceeds from sale of common stock I 1174 11137 Ill 
320 

furchase of common stock for treasury I 1(1,700 ~ 11(271 Ill 
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) (370 

) 

pther, net I 1(201 ~ 11(57 Ill 
) (125 

) 

!Net cash used in financing activities -continuing operations I 1(5,752 ~ 11(4,958 Ill 
) (9,838 

) 

!Net cash used in financing activities -discontinued operations I 1(279 ~ 11(76 Ill 
) (18) 

!Net cash used in financing activities I 1(6,031 ~ llc5,034 Ill 
) (9,856 

) 

~ncrease (decrease) in cash and cash equivalents I ~,459 II b,5ol Ill 
) 1,592 

leash and cash equivalents, beginning of year I 1760 II ~,261 Ill 
669 

leash and cash equivalents, end of year I 1$ 3,219 Ill$ Ill 
760 $ 2,261 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Changes in Shareowners' Investment Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts, and shares in thousands) 

ears Ended December 31, 006 005 004 

Is hares I I bmount I llshares I I bfllount I llshares Ill 
Amount 

!common Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I ~,774,865 Ill$ 277 I I ~,774,865 Ill$ 277 Ill Ill 
2,772,314 $ 277 

!shares issued I I Ill Ill Ill Ill Ill 

~mployee plans I t I I t I II- I II- II ~,5ol Ill 

!shareowner plans I t I I t I II- I II- 1115o Ill 
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!shares issued MCI/Price acquisitions I 1192,787 II ~o I II- I II- I II- Ill 
~alance at end of year ~,967,652 II ~97 I I ~,774,865 II ~77 Ill Ill 

2,774,865 277 

!contributed Capital I I Ill Ill Ill Ill Ill 

~alance at beginning of year I I II ~5,369 Ill II ~5,404 Ill Ill 
25,363 

!shares issued-employee and shareowl¥rlplans Ill I t I Ill llcf4 Ill 
) 2 

!shares issued-MCI/Price acquisitions I I II ~,oo9 Ill I II- Ill Ill 

INet tax benefit from employee stock c~Il{pensation Ill ll(i ~ II I II- Ill 
41 

~dearc Inc. spin-off I I II ~,695 Ill I II- Ill Ill 
pther I I II ~3 Ill I lieu ~ II Ill 

(2 ) 
~alance at end of year I I II ~o,124 Ill II ~5,369 Ill Ill 

25,404 

!Reinvested Earnings I I Ill Ill Ill Ill Ill 

~alance at beginning of year I I 11115,905 Ill 11112,984 Ill Ill 
9,409 

INet income I I II ~,197 Ill II r,397 Ill Ill 
7,831 

pividends declared ($1.62, $1.62 and 1$11.54 per shari) II 111(4,781 ~ II Ill Ill 
) 

ther 
9 

~alance at end of year I I 11117,324 Ill I 1115,905 Ill Ill 
12,984 

fAccumulated Other ComprehensiveiLpss Ill Ill Ill Ill Ill 

~alance at beginning of year I I I 11(1,783 ~II II b,o53 ~ II Ill 
(1,250 ) 

foreign currency translation adjustmeht I Ill 11)~96 Ill III055 Ill 
548 
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~nrealized gains on net investment h~dges Ill I t I Ill I ~I Ill 

~nrealized gains (losses) on marketab~e !securities Ill I ~~ Ill lllc21 Ill 
) 7 

Rnrealized gains on cash flow hedges I I lllt4 Ill lllw Ill Ill 
17 

Minimum pension liability adjustmen! Ill 17** Ill 11151 Ill 
(332 ) 

fAdoption of SF AS No. 158 I I 111(7,671 ~II I II- Ill Ill 

pther I I 111(128 ~II lllcl7 ~ II Ill 
(43 ) 

pther comprehensive income (loss) I I 1 11(5,747 ~II lllc73o ~ II Ill 
197 

~alance at end of year I I 111(7,530 ~II II b,783 ~ II Ill 
(1,053 

!Treasury Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I 1(11,456 ~I j(353 ~ llc5,213 ~ 11(142 ~ II Ill 
(4,554 ) (115 ) 

!shares purchased I 1(50,066 ~ 11(1,700 ~ 11(7,859 ~ 11(271 ~ II Ill 
(9,540 ) (370 ) 

!shares distributed I I Ill Ill Ill Ill Ill 

~mployee plans ~,355 lllt81 1111,594 11159 1118,881 Ill 
343 

!shareowner plans I ~0 lilt II ~2 I III I II- Ill 

~alance at end of year I 1(56,147 ~ 11(1,871 ~ 1 bi,456 ~I j(353 ~ II Ill 
(5,213 ) (142 ) 

~eferred Compensation - ESOPs an~ Qther Ill Ill Ill Ill Ill 

~alance at beginning of year I I II ~65 Ill 11190 Ill Ill 
(218 ) 

[Amortization I I 111(74 ~II 111174 Ill Ill 
301 

ther 1 
7 

~alance at end of year I I lllt91 Ill II ~65 Ill Ill 
90 

!Total Shareowners' Investment I I Ill$ 48,535 Ill Ill$ 39,680 Ill Ill 
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$ 37,560 

!comprehensive Income I I Ill Ill Ill Ill 

!Net income I I 111$6,197 Ill 111$7,397 Ill 
$7,831 

pther comprehensive income (loss) p~r Jbove Ill I 1(~,747 ~ II IIIC730 
197 

!Total Comprehensive Income (Loss)l I Ill$ 450 Ill Ill$ 6,667 Ill 
$ 8,028 

See Notes to Consolidated Financial Statements. 

otes to Consolidated Financial Statements Verizon Communications Inc. and Subsidiaries 

Note 1 

Description of Business and Summary of Significant Accounting Policies 

Description of Business 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. Our 
wireline business provides telephone services, including voice, broadband video and data, network access, 
nationwide long-distance and other communications products and services, and also owns and operates one of the 
most expansive end-to-end global Internet Protocol (IP) networks. We continue to deploy advanced broadband 
network technology, with our fiber-to-the-premises network (FiOS) creating a platform with sufficient bandwidth 
and capabilities to meet customers' current and future needs. FiOS allows Verizon to offer our customers a wide 
array of broadband services including advanced data and television offerings. Our IP network includes over 
446,000 route miles of fiber optic cable and provides access to over 150 countries across six continents, enabling us 
to provide next-generation IP network products and Information Technology (IT) services to medium and large 
businesses and government customers worldwide. 

Verizon's domestic wireless business, operating as Verizon Wireless, provides wireless voice and data products 
and other value added services and equipment across the United States using one of the most extensive wireless 
networks. Verizon Wireless continues to expand our wireless data, messaging and multi-media offerings for both 
consumer and business customers. NationalAccess is our national wireless Internet service that offers customers 
access to the internet, email and business applications with a laptop computer. VCAST is a consumer wireless 
broadband multimedia service that brings high-quality video, 3D games and music to a wide array of new phones. 

We have two reportable segments, Wireline and Domestic Wireless, which we operate and manage as strategic 
business units and organize by products and services. For further information concerning our business segments, 
see Note 17. 

Consolidation 

The method of accounting applied to investments, whether consolidated, equity or cost, involves an evaluation of 
all significant terms of the investments that explicitly grant or suggest evidence of control or influence over the 

Ill 

Ill 

Ill 

Ill 
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operations of the investee. The consolidated financial statements include our controlled subsidiaries. Investments 
in businesses which we do not control, but have the ability to exercise significant influence over operating and 
financial policies, are accounted for using the equity method. Investments in which we do not have the ability to 
exercise significant influence over operating and financial policies are accounted for under the cost method. Equity 
and cost method investments are included in Investments in Unconsolidated Businesses in our consolidated 
balance sheets. Certain of our cost method investments are classified as available-for-sale securities and adjusted to 
fair value pursuant to the Financial Accounting Standards Board (F ASB) Statement of Financial Accounting 
Standards (SF AS) No. 115, Accounting for Certain Investments in Debt and Equity Securities . 

All significant intercompany accounts and transactions have been eliminated. 

We have reclassified prior year amounts to conform to the current year presentation. 

Discontinued Operations, Assets Held for Sale, and Sales of Businesses and Investments 

We classify as discontinued operations for all periods presented any component of our business that we hold for 
sale or dispose of that has operations and cash flows that are clearly distinguishable operationally and for financial 
reporting purposes from the rest ofVerizon. For those components, Verizon has no significant continuing 
involvement after disposal and their operations and cash flows are eliminated from Verizon's ongoing operations. 
Sales of significant components of our business not classified as discontinued operations are reported as either 
Sales of Businesses, Net, Equity in Earnings of Unconsolidated Businesses or Other Income and (Expense), Net in 
our consolidated statements of income. 

Use of Estimates 

We prepare our financial statements using generally accepted accounting principles (GAAP), which require 
management to make estimates and assumptions that affect reported amounts and disclosures. Actual results could 
differ from those estimates. 

Examples of significant estimates include the allowance for doubtful accounts, the recoverability of plant, property 
and equipment, intangible assets and other long-lived assets, valuation allowances on tax assets and pension and 
postretirement benefit assumptions. 

Revenue Recognition 

Wire line 

Our Wireline segment earns revenue based upon usage of our network and facilities and contract fees. In general, 
fixed monthly fees for local telephone, long distance and certain other services are billed one month in advance 
and recognized the following month when earned. Revenue from services that are not fixed in amount and are 
based on usage are recognized when such services are provided. 

We recognize equipment revenue for services, in which we bundle the equipment with maintenance and 
monitoring services, when the equipment is installed in accordance with contractual specifications and ready for 
the customer's use. The maintenance and monitoring services are recognized monthly over the term of the contract 
as we provide the services. Long-term contracts are accounted for using the percentage of completion method. We 
use the completed contract method if we cannot estimate the costs with a reasonable degree of reliability. 

Customer activation fees, along with the related costs up to but not exceeding the activation fees, are deferred and 
amortized over the customer relationship period. 

Domestic Wireless 
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Our Domestic Wireless segment earns revenue by providing access to and usage of our network, which includes 
roaming revenue. In general, access revenue is billed one month in advance and recognized when earned. Access 
revenue, usage revenue and roaming revenue are recognized when service is rendered. Equipment sales revenue 
associated with the sale of wireless handsets and accessories is recognized when the products are delivered to and 
accepted by the customer, as this is considered to be a separate earnings process from the sale of wireless services. 
Customer activation fees are considered additional consideration when handsets are sold to customers at a discount 
and are recorded as equipment sales revenue. 

Maintenance and Repairs 

We charge the cost of maintenance and repairs, including the cost of replacing minor items not constituting 
substantial betterments, principally to Cost of Services and Sales as these costs are incurred. 

Earnings Per Common Share 

Basic earnings per common share are based on the weighted-average number of shares outstanding during the 
period. Diluted earnings per common share include the dilutive effect of shares issuable under our stock-based 
compensation plans, an exchangeable equity interest (see Note 9), and the zero-coupon convertible notes (see Note 
11), which represent the only potentially dilutive common shares. As of December 31, 2006, the exchangeable 
equity interest and zero-coupon convertible notes are no longer outstanding. 

Cash and Cash Equivalents 

We consider all highly liquid investments with a maturity of 90 days or less when purchased to be cash 
equivalents, except cash equivalents held as short -term investments. Cash equivalents are stated at cost, which 
approximates market value. 

Short-Term Investments 

Our short -term investments consist primarily of cash equivalents held in trust to pay for certain employee benefits. 
Short -term investments are stated at cost, which approximates market value. 

Marketable Securities 

We continually evaluate our investments in marketable securities for impairment due to declines in market value 
considered to be other than temporary. That evaluation includes, in addition to persistent, declining stock prices, 
general economic and company-specific evaluations. In the event of a determination that a decline in market value 
is other than temporary, a charge to earnings is recorded for the loss, and a new cost basis in the investment is 
established. These investments are included in the accompanying consolidated balance sheets in Investments in 
Unconsolidated Businesses or Other Assets. 

Inventories 

We include in inventory new and reusable supplies and network equipment of our local telephone operations, 
which are stated principally at average original cost, except that specific costs are used in the case of large 
individual items. Inventories of our other subsidiaries are stated at the lower of cost (determined principally on 
either an average cost or first-in, first-out basis) or market. 

Plant and Depreciation 

We record plant, property and equipment at cost. Our local telephone operations' depreciation expense is 
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principally based on the composite group remaining life method and straight-line composite rates. This method 
provides for the recognition of the cost of the remaining net investment in telephone plant, less anticipated net 
salvage value, over the remaining asset lives. This method requires the periodic revision of depreciation rates. 

The asset lives used by our Wireline operations are presented in the following table: 

Average Lives (in years) 

Buildings 15-42 

Central office equipment 5- 11 

Outside communications plant 

Copper cable 13- 18 

Fiber cable 11-20 

Microwave towers 30 

Poles and conduit 30-50 

Furniture, vehicles and other 3-20 

When we replace or retire depreciable plant used in our local telephone network, we deduct the carrying amount of 
such plant from the respective accounts and charge it to accumulated depreciation. 

Plant, property and equipment of our other subsidiaries are generally depreciated on a straight-line basis over the 
following estimated useful lives: buildings, 8 to 40 years; plant equipment, 3 to 15 years; and other equipment, 3 to 
5 years. 

When the depreciable assets of our other subsidiaries are retired or otherwise disposed of, the related cost and 
accumulated depreciation are deducted from the plant accounts, and any gains or losses on disposition are 
recognized in income. 

We capitalize network software purchased or developed along with related plant assets. We also capitalize interest 
associated with the acquisition or construction of network-related assets. Capitalized interest is reported as part of 
the cost of the network-related assets and as a reduction in interest expense. 

In connection with our ongoing review of the estimated remaining useful lives of plant, property and equipment 
and associated depreciation rates, we determined that, effective January 1, 2005, the remaining useful lives of three 
categories of telephone assets would be shortened by 1 to 2 years. These changes in asset lives were based on 
Verizon's plans, and progress to date on those plans, to deploy fiber optic cable to homes, replacing copper cable. 
While the timing and extent of current deployment plans are subject to modification, Verizon management believes 
that current estimates of reductions in impacted asset lives is reasonable and subject to ongoing analysis as 
deployment of fiber optic lines continues. The asset categories impacted and useful life changes are as follows: 

Average Lives (in years) From To 

Central office equipment 

Digital switches 12 11 

Circuit equipment 9 8-9 

Outside plant 

Copper cable 15 - 19 13- 18 

In connection with our ongoing review noted above, we determined that, effective January 1, 2006, the remaining 
useful lives of circuit equipment would be shortened from 8-9 years to 8 years. 
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Computer Software Costs 

We capitalize the cost of internal-use network and non-network software which has a useful life in excess of one 
year in accordance with Statement of Position (SOP) No. 98-1, "Accounting for the Costs of Computer Software 
Developed or Obtained for Internal Use." Subsequent additions, modifications or upgrades to internal-use network 
and non-network software are capitalized only to the extent that they allow the software to perform a task it 
previously did not perform. Software maintenance and training costs are expensed in the period in which they are 
incurred. Also, we capitalize interest associated with the development of non-network internal-use software. 
Capitalized non-network internal-use software costs are amortized using the straight-line method over a period of 1 
to 7 years and are included in Other Intangible Assets, Net in our consolidated balance sheets. For a discussion of 
our impairment policy for capitalized software costs under SF AS No. 144, Accounting for the Impairment or 
Disposal of Long-Lived Assets, see "Goodwill and Other Intangibles" below. Also, see Note 7 for additional detail 
of non-network internal-use software reflected in our consolidated balance sheets. 

Goodwill and Other Intangible Assets 

Goodwill 

Goodwill is the excess of the acquisition cost of businesses over the fair value of the identifiable net assets 
acquired. Impairment testing for goodwill is performed annually, and more frequently if indications of impairment 
exist. The impairment test for goodwill uses a two-step approach, which is performed at the reporting unit level. 
We have determined that, in our case, the reporting units are our operating segments since that is the lowest level 
at which discrete, reliable financial and cash flow information is available. Step one compares the fair value of the 
reporting unit (calculated using a discounted cash flow method) to its carrying value. If the carrying value exceeds 
the fair value, there is a potential impairment and step two must be performed. Step two compares the carrying 
value of the reporting unit's goodwill to its implied fair value (i.e., fair value of reporting unit less the fair value of 
the unit's assets and liabilities, including identifiable intangible assets). If the carrying value of goodwill exceeds 
its implied fair value, the excess is required to be recorded as an impairment. 

Intangible Assets Not Subject to Amortization 

A significant portion of our intangible assets are Domestic Wireless licenses that provide our wireless operations 
with the exclusive right to utilize designated radio frequency spectrum to provide cellular communication services. 
While licenses are issued for only a fixed time, generally ten years, such licenses are subject to renewal by the 
Federal Communications Commission (FCC). Renewals of licenses have occurred routinely and at nominal cost. 
Moreover, we have determined that there are currently no legal, regulatory, contractual, competitive, economic or 
other factors that limit the useful life of our wireless licenses. As a result, we treat the wireless licenses as an 
indefinite-lived intangible asset under the provisions of SF AS No. 142, Goodwill and Other Intangible Assets 
(SFAS No. 142). We reevaluate the useful life determination for wireless licenses each reporting period to 
determine whether events and circumstances continue to support an indefinite useful life. 

We test our Domestic Wireless licenses for impairment annually, and more frequently if indications of impairment 
exist. Beginning in 2005, we began using a direct value approach in performing our annual impairment test on our 
Domestic Wireless licenses. The direct value approach determines fair value using estimates of future cash flows 
associated specifically with the licenses. Previously, we used a residual method, which determined the fair value of 
the wireless licenses by subtracting from the fair value of the wireless business the fair value of all of the other net 
tangible and intangible (primarily recognized and unrecognized customer relationship intangible assets) assets of 
our wireless operations. We began using the direct value approach in 2005 in accordance with a September 29, 
2004 Staff Announcement from the staff of the Securities and Exchange Commission (SEC), "Use of the Residual 
Method to Value Acquired Assets Other Than Goodwill." Under either the direct method or the residual method, if 
the fair value of the aggregated wireless licenses is less than the aggregated carrying amount of the licenses, an 
impairment is recognized. 
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Intangible Assets Subject to Amortization 

Our intangible assets that do not have indefinite lives (primarily customer lists and non-network internal-use 
software) are amortized over their useful lives and reviewed for impairment in accordance with SFAS No. 144, 
whenever events or changes in circumstances indicate that the carrying amount of the asset may not be 
recoverable. If any indications were present, we would test for recoverability by comparing the carrying amount of 
the asset to the net undiscounted cash flows expected to be generated from the asset. If those net undiscounted cash 
flows do not exceed the carrying amount (i.e., the asset is not recoverable), we would perform the next step which 
is to determine the fair value of the asset and record an impairment, if any. We reevaluate the useful life 
determination for these intangible assets each reporting period to determine whether events and circumstances 
warrant a revision in their remaining useful life. 

For information related to the carrying amount of goodwill by segment as well as the major components and 
average useful lives of our other acquired intangible assets, see Note 7. 

Income Taxes 

Verizon and its domestic subsidiaries file a consolidated federal income tax return. 

Stock-Based Compensation 

Effective January 1, 2006, we adopted SF AS No. 123(R), Share-Based Payment utilizing the modified prospective 
method. SF AS No. 123(R) requires the measurement of stock-based compensation expense based on the fair value 
of the award on the date of grant. Under the modified prospective method, the provisions of SFAS No. 123(R) 
apply to all awards granted or modified after the date of adoption. The impact to Verizon primarily resulted from 
Verizon Wireless, for which we recorded a $42 million cumulative effect of accounting change as of January 1, 
2006, net of taxes and after minority interest, to recognize the effect of initially measuring the outstanding liability 
for Value Appreciation Rights (V ARs) granted to Domestic Wireless employees at fair value utilizing a Black­
Scholes model. We have been expensing stock options since adopting SF AS No. 123, Accounting for Stock-Based 
Compensation effective January 1, 2003. 

Foreign Currency Translation 

The functional currency for all of our foreign operations is generally the local currency. For these foreign entities, 
we translate income statement amounts at average exchange rates for the period, and we translate assets and 
liabilities at end-of-period exchange rates. We record these translation adjustments in Accumulated Other 
Comprehensive Loss, a separate component of Shareowners' Investment, in our consolidated balance sheets. We 
report exchange gains and losses on intercompany foreign currency transactions of a long-term nature in 
Accumulated Other Comprehensive Loss. Other exchange gains and losses are reported in income. 

Employee Benefit Plans 

Pension and postretirement health care and life insurance benefits earned during the year as well as interest on 
projected benefit obligations are accrued currently. Prior service costs and credits resulting from changes in plan 
benefits are amortized over the average remaining service period of the employees expected to receive benefits. 

As of July 1, 2006, Verizon management employees no longer earn pension benefits or earn service towards the 
company retiree medical subsidy (See Note 15). 

In September 2006, the FASB issued SFAS No. 158, Employers' Accounting for Defined Benefit Pension and 
Other Postretirement Plans- an amendment ofFASB Statements No. 87, 88, 106, and 132(R) (SFAS No. 158). 
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SFAS No. 158 requires the recognition of a defined benefit postretirement plan's funded status as either an asset or 
liability on the balance sheet. SFAS No. 158 also requires the immediate recognition of the unrecognized actuarial 
gains and losses and prior service costs and credits that arise during the period as a component of other 
accumulated comprehensive income, net of applicable income taxes. Additionally, the fair value of plan assets 
must be determined as of the company's year-end. We adopted SFAS No. 158 effective December 31, 2006, which 
resulted in a net decrease to shareowners' investment of $6,883 million (see Note 15). 

Derivative Instruments 

We have entered into derivative transactions to manage our exposure to fluctuations in foreign currency exchange 
rates, interest rates and equity prices. We employ risk management strategies using a variety of derivatives 
including foreign currency forwards and collars, equity options, interest rate swap agreements and interest rate 
locks. We do not hold derivatives for trading purposes. 

In accordance with SF AS No. 133, Accounting for Derivative Instruments and Hedging Activities (SF AS No. 133) 
and related amendments and interpretations, we measure all derivatives, including derivatives embedded in other 
financial instruments, at fair value and recognize them as either assets or liabilities on our consolidated balance 
sheets. Changes in the fair values of derivative instruments not qualifying as hedges or any ineffective portion of 
hedges are recognized in earnings in the current period. Changes in the fair values of derivative instruments used 
effectively as fair value hedges are recognized in earnings, along with changes in the fair value of the hedged item. 
Changes in the fair value of the effective portions of cash flow hedges are reported in other comprehensive income 
(loss) and recognized in earnings when the hedged item is recognized in earnings. 

Other Recent Accounting Pronouncements 

Uncertainty in Income Taxes 

In July 2006, the F ASB issued Interpretation No. 48, "Accounting for Uncertainty in Income Taxes" (FIN 48). FIN 
48 requires the use of a two-step approach for recognizing and measuring tax benefits taken or expected to be taken 
in a tax return and disclosures regarding uncertainties in income tax positions. We are required to adopt FIN 48 
effective January 1, 2007. The cumulative effect of initially adopting FIN 48 will be recorded as an adjustment to 
opening retained earnings (or to goodwill, in certain cases for a prior acquisition) in the year of adoption and will 
be presented separately. Only tax positions that meet the more likely than not recognition threshold at the effective 
date may be recognized upon adoption of FIN 48. We anticipate that as a result of the adoption of FIN 48, we will 
record an adjustment to our opening retained earnings. We are also reviewing the potential impact of FIN 48 on 
prior purchase accounting. Any such purchase accounting adjustment will not impact retained earnings or current 
earnings. We are reviewing the final impact of the adoption of FIN 48. We anticipate that any required adjustment 
under the adoption of FIN 48 will not be material. 

Leveraged Leases 

In July 2006, the FASB issued Staff Position No. FAS 13-2, "Accounting for a Change or Projected Change in the 
Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease Transaction" (FSP 13-2). FSP 
13-2 requires that changes in the projected timing of income tax cash flows generated by a leveraged lease 
transaction be recognized as a gain or loss in the year in which change occurs. We are required to adopt FSP 13-2 
effective January 1, 2007. The cumulative effect of initially adopting this FSP will be recorded as an adjustment to 
opening retained earnings in the year of adoption and will be presented separately. We anticipate that any required 
adjustment under the adoption ofFSP 13-2 will not be material. 

Fair Value Measurements 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement (SFAS No. 157). SFAS No. 157 
defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles, 
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establishes a hierarchy that categorizes and prioritizes the sources to be used to estimate fair value and expands 
disclosures about fair value measurements. We are required to adopt SFAS No. 157 effective January 1, 2008 on a 
prospective basis. We are currently evaluating the impact this new standard will have on our future results of 
operations and financial position. 

~ore 2 

Completion of Merger with MCI 

On February 14, 2005, Verizon announced that it agreed to acquire 100% of the outstanding common stock of 
MCI, Inc. (MCI) for a combination ofVerizon common shares and cash. MCI was a global communications 
company that provided Internet, data and voice communication services to businesses and government entities 
throughout the world and consumers in the United States. After receiving the required state, federal and 
international regulatory approvals, Verizon and MCI closed the merger on January 6, 2006. 

On April 9, 2005, Verizon entered into a stock purchase agreement with eight entities affiliated with Carlos Slim 
Helu to purchase 43.4 million shares ofMCI common stock for $25.72 per share in cash plus an additional cash 
amount of 3% per annum from April 9, 2005, until the closing of the purchase of those shares. The transaction 
closed on May 17, 2005. The total cash payment was $1,121 million and the investment was accounted for as a 
cost investment. No payments were made under a provision that required Verizon to pay an additional amount at 
the end of one year to the extent that the price ofVerizon's common stock exceeded $35.52 per share. We received 
the special dividend of $5.60 per MCI share on these 43.4 million MCI shares, or $243 million, on October 27, 
2005. 

Under the terms of the merger agreement, MCI shareholders received .5743 shares ofVerizon common stock 
($5,050 million in the aggregate) and cash of $2.738 ($779 million in the aggregate) for each of their MCI shares. 
The merger consideration was equal to $20.40 per MCI share, excluding the $5.60 per share special dividend paid 
by MCI to its shareholders on October 27, 2005. There was no purchase price adjustment. 

The merger was accounted for using the purchase method in accordance with the SFAS No. 141, Business 
Combinations (SF AS No. 141 ), and the aggregate transaction value was $6,890 million, consisting of the cash and 
common stock issued at closing ($5,829 million), the consideration for the shares acquired from the Carlos Slim 
Helu entities, net of the portion of the special dividend paid by MCI that was treated as a return of our investment 
($973 million) and closing and other direct merger-related costs. The number of shares issued was based on the 
"Average Parent Stock Price," as defined in the merger agreement. The consolidated financial statements include 
the results ofMCI's operations from the date of the close of the merger. 

Prior to the merger, there were commercial transactions between us and the former MCI entities for 
telecommunications services at rates comparable to similar transactions with other third parties. Subsequent to the 
merger, these transactions are eliminated in consolidation. 

Reasons for the Merger 

We believe that the merger will make us a more efficient competitor in providing a broad range of communications 
services and will result in several significant strategic benefits to us, including the following: 

I· I !strategic Position. Following the merger, it is expected that our core strengths in communication services will 
be enhanced by MCI' s employee and business customer base, portfolio of advanced data and IP services and 

network assets. 
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I· Qriliwth Platform. MCI's presence in the U.S. and international enterprise sector and its long haul fiber network 
infrastructure are expected to provide us with a stronger platform from which we can market our products and 

services. 

I· Qpbrational Benefits. We believe that we will achieve operational benefits through, among other things, 
eliminating duplicative staff and information and operating systems and to a lesser extent overlapping network 
facilities; reducing procurement costs; using the existing networks more efficiently; reducing line support 
functions; reducing general and administrative expenses; improving information systems; optimizing traffic flow; 
eliminating planned or potential Verizon capital expenditures for new long-haul network capability; and offering 

wireless capabilities to MCI's customers. 

Allocation of the cost of the merger 

In accordance with SFAS No. 141, the cost of the merger was allocated to the assets acquired and liabilities 
assumed based on their fair values as of the close of the merger, with the amounts exceeding the fair value being 
recorded as goodwill. The process to identify and record the fair value of assets acquired and liabilities assumed 
included an analysis of the acquired fixed assets, including real and personal property; various contracts, including 
leases, contractual commitments, and other business contracts; customer relationships; investments; and 
contingencies. 

The fair values of the assets acquired and liabilities assumed were determined using one or more of three valuation 
approaches: market, income and cost. The selection of a particular method for a given asset depended on the 
reliability of available data and the nature of the asset, among other considerations. The market approach, which 
indicates value for a subject asset based on available market pricing for comparable assets, was utilized for certain 
acquired real property and investments. The income approach, which indicates value for a subject asset based on 
the present value of cash flow projected to be generated by the asset, was used for certain intangible assets such as 
customer relationships, as well as for favorable/unfavorable contracts. Projected cash flow is discounted at a 
required rate of return that reflects the relative risk of achieving the cash flow and the time value of money. 
Projected cash flows for each asset considered multiple factors, including current revenue from existing customers; 
distinct analysis of expected price, volume, and attrition trends; reasonable contract renewal assumptions from the 
perspective of a marketplace participant; expected profit margins giving consideration to marketplace synergies; 
and required returns to contributory assets. The cost approach, which estimates value by determining the current 
cost of replacing an asset with another of equivalent economic utility, was used for the majority of personal 
property. The cost to replace a given asset reflects the estimated reproduction or replacement cost for the property, 
less an allowance for loss in value due to depreciation or obsolescence, with specific consideration given to 
economic obsolescence if indicated. 

The following table summarizes the allocation of the cost of the merger to the assets acquired, including cash of 
$2,361 million, and liabilities assumed as of the close of the merger. Certain of the amounts in the following table 
have been revised since the initial allocation to reflect information that has since become available. 

(dolla 

rs in millions) 

fAssets acquired 

Current assets 
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6,001 

froperty, plant & equipment 

3 

~ntangible assets subject to amortization 

!customer relationships 

2 

fughts of way and other 

peferred income taxes and other assets 

5 

Goodwill 

5 

[Total assets acquired 

20,872 

~iabilities assumed 

!current liabilities 

6,093 

~ong-term debt 

9 

peferred income taxes and other non-current liabilities 

0 

[Total liabilities assumed 

82 

urchase price 

6,890 

The goodwill resulting from the merger with MCI was assigned to the Wireline segment, which includes the 
operations of the former MCI. The customer relationships are being amortized on a straight-line basis over 3-8 

$ 

6,45 

1,16 

176 

1,99 

5,08 

$ 

$ 

6,16 

1,72 

13,9 

$ 
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years based on whether the relationship is with a consumer or a business customer since this correlates to the 
pattern in which the economic benefits are expected to be realized. 

In connection with the merger, we recorded $193 million of severance and severance-related costs and $427 
million of contract termination costs in the above allocation of the cost of the merger in accordance with the 
Emerging Issues Task Force Issue (EITF) No. 95-3, "Recognition of Liabilities in Connection with a Purchase 
Business Combination." We paid $116 million of the severance and severance-related costs in 2006 with the 
remaining costs to be paid in 2007. We paid $128 million of contract termination costs in 2006 and the remaining 
costs will be paid over the remaining contract periods through 2009. The following table summarizes the 
obligations recognized in connection with the MCI merger and the activity to date: 

(dollars in millions) 

~nitial Allocation II 
Payments Ending Balance 

!severance costs and contract termination costs 1$ 161 I 1$ (244 D I 
$ 376 

Pro Forma Information 

The following unaudited pro forma consolidated results of operations assume that the MCI merger was completed 
as of January 1 for the periods shown below: 

dollars in millions, except per share amounts) 

ears Ended December 31, 

2005 

~evenues II$ 88,371 
$ 

85,739 

~ncome before discontinued operations and cumulative effect of accounting change 1 ~,480 
6,724 

!Net income I ~,197 
8,176 

~asic earnings per common share: II 

~ncome before discontinued operations and cumulative effect of accounting change llt.88 
2.30 
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INet income I ~.13 
2.79 

piluted earnings per common share: II 

~ncome before discontinued operations and cumulative effect of accounting change llt.ss 
2.28 

INet income 1 ~.12 
2.76 

The unaudited pro forma information presents the combined operating results ofVerizon and the former MCI, 
with the results prior to the acquisition date adjusted to include the pro forma impact of: the elimination of 
transactions between Verizon and the former MCI; the adjustment of amortization of intangible assets and 
depreciation of fixed assets based on the purchase price allocation; the elimination of merger expenses incurred by 
the former MCI; the elimination of the loss on the early redemption ofMCI's debt; the adjustment of interest 
expense reflecting the redemption of all of MCI' s debt and the replacement of that debt with $4 billion of new debt 
issued in February 2006 at Verizon's weighted average borrowing rate; and to reflect the impact of income taxes 
on the pro forma adjustments utilizing Verizon's statutory tax rate of 40%. The unaudited pro forma results for 
2005 include $82 million for discontinued operations that were sold by MCI during the first quarter of 2005. The 
unaudited pro forma results for 2005 include approximately $300 million of net tax benefits resulting from tax 
reserve adjustments recognized by the former MCI primarily during the third and fourth quarters of 2005, 
including audit settlements and other activity. 

The unaudited pro forma consolidated basic and diluted earnings per share for 2006 and 2005 are based on the 
consolidated basic and diluted weighted average shares ofVerizon and the former MCI. The historical basic and 
diluted weighted average shares of the former MCI were converted for the actual number of shares issued upon the 
closing of the merger. 

The unaudited pro forma results are presented for illustrative purposes only and do not reflect the realization of 
potential cost savings, or any related integration costs. Certain cost savings may result from the merger; however, 
there can be no assurance that these cost savings will be achieved. Cost savings, if achieved, could result from, 
among other things, the reduction of overhead expenses, including employee levels and the elimination of 
duplicate facilities and capital expenditures. These pro forma results do not purport to be indicative of the results 
that would have actually been obtained if the merger occurred as of the beginning of each of the periods presented, 
nor does the pro forma data intend to be a projection of results that may be obtained in the future. 

Other Acquisitions 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in the new partnership which was exchangeable into the common stock ofVerizon Wireless if 
an initial public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of 
the asset contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon 
common stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. As 
a result of acquiring Price's limited partnership interest, Verizon recorded goodwill of $345 million in the third 
quarter of 2006 attributable to its Domestic Wireless segment. 
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On November 29, 2006, we were granted thirteen 20MHz licenses we won in an FCC auction that concluded on 
September 18, 2006. We paid a total of $2,809 million for the licenses, which cover a population of nearly 200 
million. 

Note 3 

Discontinued Operations and Sales of Businesses, Net 

Verizon Information Services 

In October, 2006, we announced our intention to spin-off our domestic print and Internet yellow pages directories 
publishing operations, which have been organized into a newly formed company known as Idearc Inc. (Idearc). On 
October 18, 2006, the Verizon Board of Directors declared a dividend consisting of 1 share ofldearc for each 20 
shares ofVerizon owned. In making its determination to effect the spin-off, Verizon's Board of Directors 
considered, among other things, that the spin-off may allow each company to separately focus on its core business, 
which may facilitate the potential expansion and growth ofVerizon and Idearc, and allow each company to 
determine its own capital structure. 

On November 17, 2006, we completed the spin-off of Idearc. Cash was paid for fractional shares. The distribution 
of Idearc common stock to our shareholders is considered a tax free transaction for us and for our shareowners, 
except for the cash payments for fractional shares which are generally taxable. 

At the time ofthe spin-off, the exercise price of and number of shares ofVerizon common stock underlying options 
to purchase shares ofVerizon common stock, restricted stock units (RSU's) and performance stock units (PSU's) 
were adjusted pursuant to the terms of the applicable Verizon equity incentive plans, taking into account the 
change in the value ofVerizon common stock as a result of the spin-off. 

In connection with the spin-off, Verizon received approximately $2.0 billion in cash from the proceeds ofloans 
under an Idearc term loan facility and transferred to Idearc debt obligations in the aggregate principal amount of 
approximately $7.1 billion thereby reducing Verizon's outstanding debt at that time. We incurred pretax charges of 
approximately $117 million ($10 1 million after-tax), including debt retirement costs, costs associated with 
accumulated vesting benefits of Idearc employees, investment banking fees and other transaction costs related to 
the spin-off, which are included in discontinued operations. 

In connection with the spin-off, we named Idearc the exclusive official publisher ofVerizon print directories of 
wireline listings in markets where Verizon is the current incumbent local exchange carrier. We also entered into 
other agreements that defined responsibility for obligations arising before or that may arise after the spin-off, 
including, among others, obligations relating to Idearc employees, certain transition services and taxes. In general, 
the agreements governing the exchange of services between us and Idearc are for specified periods at cost -based or 
commercial rates. 

Verizon Dominicana C. par A., Telecomunicaciones de Puerto Rico, Inc. and Campania An6nima Nacional 
Telefonos de Venezuela 

During the second quarter of 2006, we reached definitive agreements to sell our interests in our Caribbean and 
Latin American telecommunications operations in three separate transactions to America M6vil, S.A. de C.V. 
(America M6vil), a wireless service provider throughout Latin America, and a company owned jointly by 
Telefonos de Mexico, S.A. de C.V. (Telmex) and America M6vil. We agreed to sell our 100 percent indirect 
interest in Verizon Dominicana C. por A. (Verizon Dominicana) and our 52 percent interest in 
Telecomunicaciones de Puerto Rico, Inc. (TELPRI) to America M6vil. An entity jointly owned by America M6vil 
and Telmex agreed to purchase our indirect 28.5 percent interest in Compafiia An6nima Nacional Telefonos de 
Venezuela (CANTY). 
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In accordance with SF AS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets, " (SF AS No. 
144) we have classified the results of operations of Verizon Dominicana and TELPRI as discontinued operations. 
CANTY continues to be accounted for as an equity method investment. 

On December 1, 2006, we closed the sale ofVerizon Dominicana. The transaction resulted in net pretax cash 
proceeds of $2,042 million, net of a purchase price adjustment of $373 million. The U.S. taxes that became payable 
and were recognized at the time the transaction closed exceeded the $30 million pretax gain resulting in an after­
tax loss of $541 million. 

We expect to close the sale of our interest in TELPRI in 2007 subject to the receipt of regulatory approvals and in 
accordance with the terms of the definitive agreement. We expect that the sale will result in approximately $900 
million in net pretax cash proceeds. 

During the second quarter of 2006, we entered into a definitive agreement to sell our indirect 28.5% interest in 
CANTY to an entity jointly owned by America M6vil and Telmex for estimated pretax proceeds of $677 million. 
Regulatory authorities in Venezuela never commenced the formal review of that transaction and the related tender 
offers for the remaining equity securities of CANTY. On February 8, 2007, after two prior extensions, the parties 
terminated the stock purchase agreement because the parties mutually concluded that the regulatory approvals 
would not be granted by the Government. 

In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic. The MOU provides that the Republic will offer to purchase all of the equity securities of 
CANTY through public tender offers in Venezuela and the United States at a price equivalent to $17.85 per ADS. 
If the tender offers are completed, the aggregate purchase price for Verizon's shares would be $572 million. If the 
2007 dividend that has been recommended by the CANTY Board is approved by shareholders and paid prior to the 
closing of the tender offers, this amount will be reduced by the amount of the dividend. Verizon has agreed to 
tender its shares if the offers are commenced. The Republic has 

agreed to commence the offers within forty-five days assuming the satisfactory completion of its due diligence 
investigation of CANTY. The tender offers are subject to certain conditions including that a majority of the 
outstanding shares are tendered to the Government and receipt of regulatory approvals. Based upon the terms of 
the MOU and our current investment balance in CANTY, we expect that we will record a loss on our investment in 
the first quarter of 2007. The ultimate amount of the loss depends on a variety of factors, including the successful 
completion of the tender offer and the satisfaction of other terms in the MOU. 

Verizon Information Services Canada 

During 2004, we announced our decision to sell Verizon Information Services Canada Inc. to an affiliate ofBain 
Capital, a global private investment firm, for $1,540 million (Cdn. $1,985 million). The sale closed during the 
fourth quarter of2004 and resulted in a gain of$1,017 million ($516 million after-tax). 

In accordance with SF AS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets (SF AS No. 
144), we have classified the results of operation of the U.S. print and Internet yellow pages directories business, 
Verizon Dominicana and Verizon Information Services Canada as discontinued operations in the consolidated 
statements of income for all years presented through the date of the spin -off or sale. We have also classified the 
results of operations of TELPRI, which we continued to own at December 31, 2006, as discontinued operations in 
the consolidated statements of income. Our investment in CANTY continues to be accounted for as an equity 
method investment in continuing operations. 

The assets and liabilities of the U.S print and Internet yellow pages directories business, Verizon Information 
Services Canada, Verizon Dominicana and TELPRI are disclosed as current assets and current liabilities held for 
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sale in the consolidated balance sheets for all years presented through the date of their spin-off or divestiture. 
Additional detail related to those assets and liabilities are as follows: 

(dollars in millions) 

t December 31, 2006 

At December 31, 2005 

!current assets I 1$ 303 

$ 995 

flant, property and equipment, net 1 11,436 

2,318 

pther non-current assets I ~53 
920 

[otal assets I 1$ 2,592 

$ 4,233 

!current liabilities I 1$ 181 

$ 1,369 

~ong-term debt I ~75 
300 

pther non-current liabilities I 11,398 

1,201 

[otalliabilities I 1$ 2,154 

$ 2,870 

Related to the assets and liabilities above is $241 million and $898 million included as Accumulated Other 
Comprehensive Loss in the condensed consolidated balance sheets as of December 31, 2006 and December 31, 
2005, respectively. 

Income from discontinued operations, net of tax presented in the consolidated statements of income included the 
following: 

dollars in 

millions) 

Rears Ended December 31, poo6 II poos 
2004 

pperating Revenues 1$ 5,077 II 1$ 5,595 

$ 5,812 

~ncome before provision for income taxes II ~,159 
3,251 

frovision for income taxes b,282 ~I 1(789 

II 

II 

II 

II 
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(1,319) 

~ncome on discontinued operations, net of tax 759 II 1$ 1,370 
$ 1,932 

Verizon Hawaii Inc. 

During the second quarter of 2004, we entered into an agreement to sell our wireline and directory businesses in 
Hawaii, including Verizon Hawaii Inc. which operated approximately 700,000 switched access lines, as well as the 
services and assets ofVerizon Long Distance, Verizon Online, Verizon Information Services and Verizon Select 
Services Inc. in Hawaii, to an affiliate of The Carlyle Group. This transaction closed during the second quarter of 
2005. In connection with this sale, we received net proceeds of $1,326 million and recorded a net pretax gain of 
$530 million ($336 million after-tax). 

Spin-off Transaction Charges 

In 2006, we recorded pretax charges of $117 million ($10 1 million after-tax) for costs related to the spin-off of 
Idearc. These costs primarily consisted of banking and legal fees; as well as filing fees, printing and mailing costs. 
There were no similar charges in 2005 and 2004. 

Merger Integration Costs 

In 2006, we recorded pretax charges of $232 million ($146 million after-tax) related to integration costs associated 
with the MCI acquisition that closed on January 6, 2006. These costs are primarily comprised of advertising and 
other costs related to re-branding initiatives and systems integration activities. There were no similar charges 
incurred in 2005 and 2004. 

Facility and Employee-Related Items 

During 2006, we recorded pretax charges of $184 million ($ll8 million after-tax) in connection with the continued 
relocation of employees and business operations to Verizon Center located in Basking Ridge, New Jersey. During 
2005, we recorded a net pretax gain of $18 million ($8 million after-tax) in connection with this relocation of our 
new operations center, Verizon Center, including a pretax gain of $120 million ($72 million after-tax) related to 
the sale of a New York City office building, partially offset by a pretax charge of $102 million ($64 million after­
tax) primarily associated with relocation, employee severance and related activities. There were no similar charges 
incurred in 2004. 

During 2006, we recorded net pretax severance, pension and benefits charges of $425 million ($258 million after­
tax, including $3 million of income recorded to discontinued operations). These charges included net pretax 
pension settlement losses of $56 million ($26 million after-tax) related to employees that received lump-sum 
distributions primarily resulting from our separation plans. These charges were recorded in accordance with SF AS 
No. 88, Employers' Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for 
Termination Benefits (SF AS No. 88), which requires that settlement losses be recorded once prescribed payment 
thresholds have been reached. Also included are pretax charges of $369 million ($228 million after-tax), for 
employee severance and severance-related costs in connection with the involuntary separation of approximately 
4,100 employees. In addition, during 2005 we recorded a charge of $59 million ($36 million after-tax) associated 
with employee severance costs and severance-related activities in connection with the voluntary separation 

II 
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program for surplus union-represented employees. 

During 2005, we recorded a net pretax charge of $98 million ($59 million after-tax) related to the restructuring of 
the Verizon management retirement benefit plans. This pretax charge was recorded in accordance with SF AS No. 
88, and SFAS No. 106, Employers' Accounting for Postretirement Benefits Other Than Pensions (SFAS No. 106) 
and includes the unamortized cost of prior pension enhancements of $430 million offset partially by a pretax 
curtailment gain of $332 million related to retiree medical benefits. In connection with this restructuring, 
management employees: no longer earn pension benefits or earn service towards the company retiree medical 
subsidy after June 30, 2006; received an 18-month enhancement of the value of their pension and retiree medical 
subsidy; and receive a higher savings plan matching contribution. 

During 2004, we recorded pretax pension settlement losses of $805 million ($492 million after-tax) related to 
employees that received lump-sum distributions during 2004 in connection with the voluntary separation plan 
under which more than 21,000 employees accepted the separation offer in the fourth quarter of 2003. These 
charges were recorded in accordance with SF AS No. 88. In addition, we recorded a $7 million after-tax charge in 
income from discontinued operations, related to the 2003 separation plan. 

Tax Matters 

During 2005, we recorded a tax benefit of $336 million in connection with capital gains and prior year investment 
losses. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to capital losses incurred in previous years. The investment losses 
pertain to Iusacell, CTI Holdings, S.A. (CTI) and TelecomAsia. 

Also during 2005, we recorded a net tax provision of $206 million related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act of 2004, for two of our foreign investments. 

As a result of the capital gain realized in 2004 in connection with the sale ofVerizon Information Services 
Canada, we recorded tax benefits of $234 million in the fourth quarter of 2004 pertaining to prior year investment 
impairments. The investment impairments primarily related to debt and equity investments in CTI, Cable & 
Wireless plc and NTL Incorporated. 

Other Charges and Special Items 

During 2006, we recorded pretax charges of $26 million ($16 million after-tax) resulting from the extinguishment 
of debt assumed in connection with the completion of the MCI merger. 

During 2006, we recorded after-tax charges of $42 million to recognize the adoption of SF AS No. 123 (R). 

During 2005, we recorded pretax charges of $139 million ($133 million after-tax) including a pretax impairment 
charge of $125 million pertaining to aircraft leased to airlines involved in bankruptcy proceedings and a pretax 
charge of $14 million ($8 million after-tax) in connection with the early extinguishment of debt. 

In the second quarter of 2004, we recorded an expense credit of $204 million ($123 million after-tax) resulting 
from the favorable resolution of pre-bankruptcy amounts due from MCI that were recovered upon the emergence of 
MCI from bankruptcy. 

Also during 2004, we recorded an impairment charge of $113 million ($87 million after-tax) related to our 
international long distance and data network. In addition, we recorded pretax charges of $55 million ($34 million 
after-tax) in connection with the early extinguishment of debt. 

During 2004, we recorded a pretax gain of $787 million ($565 million after-tax) on the sale of our 20.5% interest 
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in TELUS in an underwritten public offering in the U.S. and Canada. In connection with this sale transaction, 
Verizon recorded a contribution of $100 million to Verizon Foundation to fund its charitable activities and 
increase its self-sufficiency. Consequently, we recorded a net gain of $500 million after taxes related to this 
transaction and the accrual of the Verizon Foundation contribution. 

Note 5 

Marketable Securities and Other Investments 

We have investments in marketable securities which are considered "available-for-sale" under SF AS No. 115. 
These investments have been included in our consolidated balance sheets in Short-Term Investments, Investments 
in Unconsolidated Businesses and Other Assets. 

Under SF AS No. 115, available-for-sale securities are required to be carried at their fair value, with unrealized 
gains and losses (net of income taxes) that are considered temporary in nature recorded in Accumulated Other 
Comprehensive Loss. The fair values of our investments in marketable securities are determined based on market 
quotations. We continually evaluate our investments in marketable securities for impairment due to declines in 
market value considered to be other than temporary. That evaluation includes, in addition to persistent, declining 
stock prices, general economic and company-specific evaluations. In the event of a determination that a decline in 
market value is other than temporary, a charge to earnings is recorded in Other Income and Expense, Net in the 
consolidated statements of income for all or a portion of the unrealized loss, and a new cost basis in the investment 
is established. As ofDecember 31, 2006, no impairments were determined to exist. 

The following table shows certain summarized information related to our investments in marketable securities: 

(dollars in millions) 

Gains Gross Unrealized Losses 

Fair Value 

fAt December 31,2006 I I I I I I 

!short -term investments 1$ 616 1$ 28 I I 
$ - $ 

644 
~nvestments in unconsolidated businesses I ~59 ~8 I I 

(2 ) 295 
pther assets I ~94 ~1 I t 

625 
1$ 1,469 I 1$ 97 I I 

$ (2 ) $ 

1,564 
fAt December 31,2005 I I I I I I 

!short -term investments 1$ 373 1$ 9 I I 
$ - $ 

382 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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~nvestments in unconsolidated businesses I I 
(3 ) 225 

pther assets 1 1548 I 1-

$ 

1,174 

Our investments in marketable securities are primarily bonds and mutual funds. 

During 2004, we sold all of our investment in Iowa Telecom preferred stock, which resulted in a pretax gain of $43 
million ($43 million after-tax) included in Other Income and Expense, Net in the consolidated statements of 
income. The preferred stock was received in 2000 in connection with the sale of access lines in Iowa. 

Certain other investments in securities that we hold are not adjusted to market values because those values are not 
readily determinable and/or the securities are not marketable. We have, however, adjusted the carrying values of 
these securities in situations where we believe declines in value below cost were other than temporary. The 
carrying values for investments not adjusted to market value were $12 million at December 31, 2006 and $5 
million at December 31, 2005. 

lant, Property and Equipment 

The following table displays the details of plant, property and equipment, which is stated at cost: 

dollars in millions) 

bt December 31, ~006 
2005 

and $ 959 

$ 

706 

~uildings and equipment lt9,207 

16,312 

!Network equipment lt63,580 

152,409 

furniture, office and data processing equipment 112,789 

12,272 

K\lork in progress ~,315 

II I 

II I 

Ill 

Ill 

Ill 

Ill 

Ill 

GTEOSI00004468 



1,475 

~easehold improvements ~,061 Ill 
2,297 

ther ,198 

2,290 

04,109 

187,761 

[Accumulated depreciation 1(121,753 Ill 
) 

(114,774 ) 

[otal I 1$ 82,356 Ill 
$ 

72,987 

~ote 7 

Goodwill and Other Intangible Assets 

Goodwill 

Changes in the carrying amount of goodwill are as follows: 

(dollars in millions) 

Domestic Wireless Total 

~alance at December 31,2004 and 2005 1$ 315 II 1$ I I 
$ 315 

[Acquisitions ~,085 II I I I 
345 

5,430 

!Goodwill reclassifications and other I 1(90 ~I t I I 
(90 ) 

~alance at December 31,2006 1$ 5,310 II 1$ I I 
345 $ 5,655 

Other Intangible Assets 
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The following table displays the details of other intangible assets: 

(dollars in millions) 

I ~t December 31, 2006 bt 

December 31, 2005 

I Pross Amount bccumulated I I 

Amortization Gross Amount Accumulated 

Amortization 

finite-lived intangible assets: I I I I I I 

!customer lists (3 to 8 years) 1$ 1,278 1$ 270 1$ 
3,436 $ 3,279 

!Non-network internal-use software (1 to 7 years) 17,777 ~,826 I I 

7,081 3,193 

pther (1 to 25 years) I ~04 ~3 ~6 
3 

[Total I 1$ 9,259 1$ 4,119 1$ 
10,543 $ 6,475 

~ndefinite-lived intangible assets: I I I I I I 

K\lireless licenses 1$ 50,959 I I 1$ 
47,781 

Customer lists of $1,278 million includes $1,162 million related to the MCI acquisition. Customer lists of $3,313 
million at Domestic Wireless became fully amortized and were written off during 2006. Intangible asset 
amortization expense was $1,423 million, $1,444 million, and $1,334 million for the years ended December 31, 
2006, 2005 and 2004, respectively. It is estimated to be $1,201 million in 2007, $1,047 million in 2008, $856 
million in 2009, $633 million in 2010 and $483 million in 2011, primarily related to customer lists and non­
network internal-use software. 

~ote 8 
~nvestments in Unconsolidated Businesses 

Our investments in unconsolidated businesses are comprised of the following: 

(dollars in millions) 

006 

2005 

bt December 31, pwnership I I ~nvestment I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

II I 
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Ownership Investment 

~quity Investees I I II I I I 

lcANTV ~8.5 IOJ I 1$ I 
230 

152 

&odafone Omnitel 

pther 

[otal equity investees 

lcost Investees 

[otal investments in unconsolidated businesses 

28.5 

~3.1 
23.1 

I &arious 
Various 

I I 

&arious 
Various 

I I 

% $ 

II ~,624 I 
2,591 

II 1744 I 
770 

II ~,598 I 
3,513 

II ~70 I 
1,089 

II 1$ 4,868 I 
$ 4,602 

Dividends and repatriations of foreign earnings received from investees amounted to $42 million in 2006, $2,335 
million in 2005 and $162 million in 2004, respectively, and are reported in Other, Net operating activities in the 
consolidated statements of cash flows. 

Equity Investees 

CANTV 

CANTY is Venezuela's largest full-service telecommunications provider. CANTY offers local services, national 
and international long distance, Internet access and wireless services in Venezuela as well as public telephone, 
private network, data transmission, directory and other value-added services. Our $230 million investment in 
CANTY is net of approximately $400 million of foreign currency translation adjustments that are included in 
Accumulated Other Comprehensive Loss. 

In the second quarter of 2006, we reached a definitive agreement to sell our indirect 28.5% interest in CANTY to 
an entity jointly owned by America M6vil and Telmex. That agreement was terminated on February 8, 2007. On 
February 12, 2007, we announced our intention to participate in the Venezuelan government's offer to purchase 
our shares in CANTY through public tender offers in Venezuela and the U.S. (See Note 23). 

Vodafone Omnitel 

Vodafone Omnitel N.V. (Vodafone Omnitel) is an Italian digital cellular telecommunications company. It is the 
second largest wireless provider in Italy. At December 31, 2006 and 2005, our investment in Vodafone Omnitel 
included goodwill of$1,044 million and $937 million, respectively. 

During 2005, we repatriated $2,202 million ofVodafone Omnitel's earnings through the repurchase of issued and 
outstanding shares of its equity. Vodafone Omnitel's owners, Verizon and Vodafone Group Plc (Vodafone), 
participated on a pro rata basis; consequently, Verizon's ownership interest after the share repurchase remained at 
23.1%. 

Other Equity lnvestees 

I 

I 

I 

I 

I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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Verizon has limited partnership investments in entities that invest in affordable housing projects, for which 
Verizon provides funding as a limited partner and receives tax deductions and tax credits based on its partnership 
interests. At December 31, 2006 and 2005, Verizon had equity investments in these partnerships of $659 million 
and $652 million, respectively. Verizon currently adjusts the carrying value of these investments for any losses 
incurred by the limited partnerships through earnings. 

The remaining investments include wireless partnerships in the U.S., and other smaller domestic and international 
investments. 

Cost Investees 

Some of our cost investments are carried at their current market value. Other cost investments are carried at their 
original cost, except in cases where we have determined that a decline in the estimated market value of an 
investment is other than temporary as described in Note 5. Our cost investments include a variety of domestic and 
international investments primarily involved in providing communication services. 

Our cost investments in unconsolidated businesses included 43.4 million of shares of MCI common stock that were 
converted upon the closing of the MCI merger (see Note 2). 

Minority interests in equity of subsidiaries were as follows: 

(dolla 

rs in millions) 

t December 31, 

2006 

2005 

Minority interests in consolidated subsidiaries*: I I 

K\lireless joint venture (55%) 
I I 

$ 

27,854 

$ 

24,683 

!cellular partnerships and other (various) 
I I 

483 

I I 

I I 

I I 
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0 

freferred securities issued by subsidiaries 

28,337 

26,433 

I* ~ndicated ownership percentages are Verizon's consolidated interests. 

Wireless Joint Venture 

The wireless joint venture was formed in April 2000 in connection with the combination of the U.S. wireless 
operations and interests of Verizon and Vodafone. The wireless joint venture operates as Verizon Wireless. 
Verizon owns a controlling 55% interest in Verizon Wireless and Vodafone owns the remaining 45%. 

1,65 

I t 
100 

$ 

$ 

Under the terms of an investment agreement, Vodafone had the right to require Verizon Wireless to purchase up to 
an aggregate of $20 billion worth of Vodafone' s interest in Verizon Wireless at designated times (put windows) at 
its then fair market value, not to exceed $10 billion in any one put window. Vodafone had the right to require the 
purchase of up to $10 billion during a 61-day period which opened on June 10 and closed on August 9 in 2006, 
and did not exercise that right. As ofDecember 31, 2006, Vodafone only has the right to require the purchase ofup 
to $10 billion worth of its interest, during a 61-day period opening on June 10 and closing on August 9 in 2007, 
under its one remaining put window. Vodafone also may require that Verizon Wireless pay for up to $7.5 billion of 
the required repurchase through the assumption or incurrence of debt. In the event Vodafone exercises its one 
remaining put right, we (instead ofVerizon Wireless) have the right, exercisable at our sole discretion, to purchase 
up to $2.5 billion ofVodafone's interest for cash or Verizon stock at our option. 

Cellular Partnerships and Other 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in the new partnership which was exchangeable into the common stock ofVerizon Wireless if 
an initial public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of 
the asset contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon 
common stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. 

Preferred Securities Issued By Subsidiaries 

On January 15, 2006, Verizon redeemed $100 million Verizon International Holdings Ltd. Series A variable term 
voting cumulative preferred stock at the redemption price per share of $100,000, plus accrued and unpaid 
dividends. 

As Lessor 

I I 
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We are the lessor in leveraged and direct financing lease agreements under which commercial aircraft and power 
generating facilities, which comprise the majority of the portfolio, along with industrial equipment, real estate 
property, telecommunications and other equipment are leased for remaining terms up to 49 years as of December 
31, 2006. Minimum lease payments receivable represent unpaid rentals, less principal and interest on third-party 
nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this debt, which 
holds a senior security interest in the leased equipment and rentals, the related principal and interest have been 
offset against the minimum lease payments receivable in accordance with GAAP. All recourse debt is reflected in 
our consolidated balance sheets. See Note 4 for information on lease impairment charges. 

Finance lease receivables, which are included in Prepaid Expenses and Other and Other Assets in our consolidated 
balance sheets are comprised of the following: 

dollars in millions) 

t December 31, 006 005 

r ct Finance Leases 

Leveraged Leases Direct Finance Leases Total 

Minimum lease payments receivable I 1$ 3,311 Ill$ 12s Ill$ 3,439 Ill$ 3,847 
123 $ 3,970 
~stimated residual value lt,637 lilts lllt,655 1111,937 

1,946 
~nearned income 1(1,895 ~ 11(22 ~ 11(1,917 ~ 11(2,260 

(11 ) (2,271 ) 

I 1$ 3,053 Ill$ 124 II ~,177 Ill$ 3,524 
121 3,645 
fAllowance for doubtful accounts I I Ill 111(175 ~ II 

(375 ) 

finance lease receivables, net I I Ill Ill$ 3,002 Ill 
$ 3,270 

!current I I Ill Ill$ 40 Ill 
$ 30 

!Noncurrent I I Ill Ill$ 2,962 Ill 
$ 3,240 

Accumulated deferred taxes arising from leveraged leases, which are included in Deferred Income Taxes, 
amounted to $2,674 million at December 31, 2006 and $3,049 million at December 31, 2005. 

The following table is a summary of the components of income from leveraged leases: 

millions) 

Ill$ 

1119 

~ II 

Ill$ 

Ill 

Ill 

Ill 

Ill 

dollars in 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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~ears Ended December 31, 

fretax lease income 

~ncome tax expense/(benefit) 

~nvestment tax credits 

~006 
2005 

2004 

$ 119 

$ 63 

~7 
(25 

(52 

I ~ 
4 

3 

The future minimum lease payments to be received from noncancelable leases, net of nonrecourse loan payments 
related to leveraged and direct financing leases in excess of debt service requirements, for the periods shown at 
December 31, 2006, are as follows: 

dollars in 

millions) 

ears apital Leases 

Operating 

Leases 

$ 32 

008 

18 

009 

14 

010 

11 

011 

8 

[hereafter 

otal 

$ 107 

As Lessee 

II 

II 

II 

II 
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We lease certain facilities and equipment for use in our operations under both capital and operating leases. Total 
rent expense from continuing operations under operating leases amounted to $1,608 million in 2006, $1,458 
million in 2005 and $1,278 million in 2004. 

Capital lease amounts included in plant, property and equipment are as follows: 

~ollars in millions) 
t December 31, 

2006 

2005 

Capital leases 

$ 359 

$ 313 

[Accumulated amortization 

(160 

) 

(137 

otal 

$ 199 

I I I I I 

I I Ill 
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$ 176 

The aggregate minimum rental commitments under noncancelable leases for the periods shown at December 31, 
2006, are as follows: 

dollars in millions) 

ears apital Leases 

Operating Leases 

007 $ 80 

$ 1,739 

008 9 

1,194 

009 4 

998 

010 55 

724 

011 51 

459 

[hereafter I 1161 

1,729 

[otal minimum rental commitments I ~80 

$ 6,843 

~ess interest and executory costs I 1(120 

fresent value of minimum lease payments 1360 

~ess current installments less 

II II 

II II 

D I II 

II II 

D I II 
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~ong-term obligation at December 31, 2006 

As ofDecember 31, 2006, the total minimum sublease rentals to be received in the future under noncancelable 
operating and capital subleases were $124 million and $0.9 million, respectively. 

Debt Maturing Within One Year 

Debt maturing within one year is as follows: 

dollars in millions) 

II II 

t December 31, 006 

~ong-term debt maturing within one year 

4,139 

4,526 

lcommercial paper 

pther short -term debt 

[otal debt maturing within one year 

7,715 

6,688 

2005 

$ 

I I 
3,576 

2,152 

I t 
10 

$ 

The weighted average interest rate for our commercial paper at year-end December 31, 2006 and December 31, 
2005 was 5.3% and 4.3%, respectively. 

Capital expenditures (primarily acquisition and construction of network assets) are partially financed, pending 
long-term financing, through bank loans and the issuance of commercial paper payable within 12 months. 

At December 31, 2006, we had approximately $6.2 billion of unused bank lines of credit. Certain of these lines of 
credit contain requirements for the payment of commitment fees. 

Long - Term Debt 

I I 

I I 

I I 

I I 
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Outstanding long-term debt obligations are as follows: 

dollars in millions) 

t December 31, terest Rates % aturities 

2006 2005 

INotes payable ~.00- 8.25 ~007- 2035 I 1$ I II 
14,805 $ 15,610 

[elephone subsidiaries - debentures and first/refunding mortgage bonds I ~.63 - 7.00 ~007- 2042 I I Ill 
11,703 

11,869 

I p.l5- 7.65 ~007- 2032 I I Ill 
1,275 1,725 

I p.85 - 8.75 ~010- 2031 I I Ill 
1,679 1,926 

pther subsidiaries - debentures and other ~.25 - 10.75 ~oo7 - 2o28 1 1 Ill 
2,977 3,410 

gero-coupon convertible notes, net of unamortized discount of$- and $7~q I 1- I 1- Ill 
1,360 

~mployee stock ownership plan loans: I I I I I I Ill 

fuNEx debentures I 19.55 I ~010 I r2 Ill 
113 

lcapitallease obligations (average rate 8.0% and 11.9%) I 1- I 1- I I Ill 
360 112 

froperty sale holdbacks held in escrow, vendor financing and other I I I I I t Ill 
13 
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~namortized discount, net of premium I I I I I I 
(106 ) (43 

) 

[Total long-term debt, including current maturities I I I I I I 
32,785 

36,095 

~ess: debt maturing within one year I I I I I I 
(4,139 ) 

(4,526 ) 

[Total long-term debt I I I I I 1$ 
28,646 $ 31,569 

Telephone Subsidiaries' Debt 

Our first mortgage bonds of $100 million are secured by certain telephone operations assets. 

See Note 20 for additional information about guarantees of operating subsidiary debt. 

Redemption of Debt Assumed in Merger 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon was required to make this offer 
to noteholders within 30 days of the closing of the merger. Noteholders tendered $165 million of the 6.688% 
Senior Notes. Separately, Verizon notified noteholders that MCI was exercising its right to redeem both series of 
Senior Notes prior to maturity under the optional redemption procedures provided in the indentures. The 6.688% 
Notes were redeemed on March 1, 2006, and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

Other Debt Redemptions/Prepayments 

During the second quarter of 2006, we redeemed/prepaid several debt issuances, including: Verizon North Inc. 
$200 million 7.625% Series C debentures due May 15, 2026; Verizon Northwest Inc. $175 million 7.875% Series 
B debentures due June 1, 2026; Verizon South Inc. $250 million 7.5% Series D debentures due March 15, 2026; 
Verizon California Inc. $25 million 9.41% Series W first mortgage bonds due 2014; Verizon California Inc. $30 
million 9.44% Series X first mortgage bonds due 2015; Verizon Northwest Inc. $3 million 9.67% Series HH first 
mortgage bonds due 2010 and Contel of the South Inc. $14 million 8.159% Series GG first mortgage bonds due 
2018. The gain/(loss) from these retirements was immaterial. 

During the third quarter of 2005, we redeemed Verizon New England Inc. $250 million 6.875% debentures due 
October 1, 2023 resulting in a pretax charge of $10 million ($6 million after-tax) in connection with the early 
extinguishment of the debt. 

Zero-Coupon Convertible Notes 

Ill 

Ill 

Ill 

Ill 
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Previously in May 2001, Verizon Global Funding issued approximately $5.4 billion in principal amount at 
maturity of zero-coupon convertible notes due 2021, resulting in gross proceeds of approximately $3 billion. The 
notes were convertible into shares of our common stock at an initial price of $69.50 per share if the closing price of 
Verizon common stock on the New York Stock Exchange exceeded specified levels or in other specified 
circumstances. The conversion price increased by at least 3% a year. The initial conversion price represented a 
25% premium over the May 8, 2001 closing price of $55.60 per share. The notes were redeemable at the option of 
the holders on May 15th in each of the years 2004, 2006, 2011 and 2016. On May 15, 2004, $3,292 million of 
principal amount of the notes ($1,984 million after unamortized discount) were redeemed by Verizon Global 
Funding. In addition, the zero-coupon convertible notes were callable by Verizon on or after May 15, 2006. On 
May 16, 2006, we redeemed the remaining $1,375 million accreted principal of the remaining outstanding zero­
coupon convertible principal. The total payment on the date of redemption was $1,377 million. 

Support Agreements 

All ofVerizon Global Funding's debt had the benefit of Support Agreements between us and Verizon Global 
Funding, which gave holders ofVerizon Global Funding debt the right to proceed directly against us for payment 
of interest, premium (if any) and principal outstanding should 

Verizon Global Funding fail to pay. The holders ofVerizon Global Funding debt did not have recourse to the stock 
or assets of most of our telephone operations; however, they did have recourse to dividends paid to us by any of our 
consolidated subsidiaries as well as assets not covered by the exclusion. On February 1, 2006, Verizon announced 
the merger ofVerizon Global Funding into Verizon. As a result of the merger all ofVerizon Global Funding's 
debt has been assumed by Verizon by operation oflaw. 

In addition, Verizon Global Funding had guaranteed the debt obligations of GTE Corporation (but not the debt of 
its subsidiary or affiliate companies) that were issued and outstanding prior to July 1, 2003. In connection with the 
merger ofVerizon Global Funding into Verizon, Verizon has assumed this guarantee. As ofDecember 31, 2006, 
$2,950 million principal amount of these obligations remained outstanding. 

Verizon and NYNEX Corporation are the joint and several co-obligors of the 20-Year 9.55% Debentures due 2010 
previously issued by NYNEX on March 26, 1990. As of December 31, 2006, $92 million principal amount of this 
obligation remained outstanding. NYNEX and GTE no longer issue public debt or file SEC reports. See Note 20 
for information on guarantees of operating subsidiary debt listed on the New York Stock Exchange. 

Debt Covenants 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

Maturities of Long-Term Debt 

Maturities oflong-term debt outstanding at December 31, 2006 are $4.1 billion in 2007, $2.5 billion in 2008, $1.4 
billion in 2009, $2.8 billion in 2010, $2.6 billion in 2011 and $19.4 billion thereafter. 

~ote12 
inancial Instruments 

Derivatives 

The ongoing effect of SF AS No. 133 and related amendments and interpretations on our consolidated financial 
statements will be determined each period by several factors, including the specific hedging instruments in place 
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and their relationships to hedged items, as well as market conditions at the end of each period. 

Interest Rate Risk Management 

We have entered into domestic interest rate swaps, to achieve a targeted mix of fixed and variable rate debt, where 
we principally receive fixed rates and pay variable rates based on LIBOR. These swaps hedge against changes in 
the fair value of our debt portfolio. We record the interest rate swaps at fair value in our balance sheet as assets and 
liabilities and adjust debt for the change in its fair value due to changes in interest rates. The ineffective portions of 
these hedges were recorded as gains in the consolidated statements of income of $4 million for the year ended 
December 31, 2004. 

We also enter into interest rate derivatives to limit our exposure to interest rate changes. In accordance with the 
provisions of SFAS No. 133, changes in fair value of these cash flow hedges due to interest rate fluctuations are 
recognized in Accumulated Other Comprehensive Loss. We recorded Other Comprehensive Income (Loss) of $14 
million and $10 million related to these interest rate cash flow hedges for the years ended December 31, 2006 and 
2005, respectively. 

Foreign Exchange Risk Management 

From time to time, our foreign exchange risk management has included the use of foreign currency forward 
contracts and cross currency interest rate swaps with foreign currency forwards. These contracts are typically used 
to hedge short-term foreign currency transactions and commitments, or to offset foreign exchange gains or losses 
on the foreign currency obligations and are designated as cash flow hedges. There were no foreign currency 
contracts outstanding as of December 31, 2006 and 2005. We record these contracts at fair value as assets or 
liabilities and the related gains or losses are deferred in shareowners' investment as a component of Accumulated 
Other Comprehensive Loss. We have recorded net unrealized gains of $17 million in Other Comprehensive 
Income (Loss) for the year ended December 31, 2004. 

Net Investment Hedges 

During 2005, we entered into zero cost euro collars to hedge a portion of our net investment in Vodafone Omnitel. 
In accordance with the provisions of SF AS No. 133 and related amendments and interpretations, changes in fair 
value of these contracts due to exchange rate fluctuations were recognized in Accumulated Other Comprehensive 
Loss and offset the impact of foreign currency changes on the value of our net investment. During 2005, our 
positions in the zero cost euro collars were settled. As ofDecember 31, 2006 and 2005, Accumulated Other 
Comprehensive Loss includes unrecognized gains of $2 million related to these hedge contracts, which along with 
the unrealized foreign currency translation balance of the investment hedged, remains unless the investment is 
sold. 

During 2004, we entered into foreign currency forward contracts to hedge our net investment in our Canadian 
operations. In accordance with the provisions of SFAS No. 133, changes in the fair value of these contracts due to 
exchange rate fluctuations were recognized in Accumulated Other Comprehensive Loss and offset the impact of 
foreign currency changes on the value of our net investment. During 2004, we sold our Canadian operations and 
the unrealized losses on these net investment hedge contracts were recognized in net income along with the 
corresponding foreign currency translation balance. We recorded realized losses of $106 million ($58 million after­
tax) related to these hedge contracts. 

Other Derivatives 

On May 17, 2005, we purchased 43.4 million shares ofMCI common stock under a stock purchase agreement that 
contained a provision for the payment of an additional cash amount determined immediately prior to April 9, 2006 
based on the market price ofVerizon's common stock. (See Note 2). Under SFAS No. 133, this additional cash 
payment was an embedded derivative which we carried at fair value and was subject to changes in the market price 
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of Verizon stock. Since this derivative did not qualify for hedge accounting under SF AS No. 133, changes in its 
fair value were recorded in the consolidated statements of income in Other Income and (Expense), Net. During 
2006 and 2005, we recorded pretax income of $4 million and $57 million, respectively, in connection with this 
embedded derivative. As of December 31, 2006, this embedded derivative has expired with no requirement for an 
additional cash payment made under the stock purchase agreement. 

Concentrations of Credit Risk 

Financial instruments that subject us to concentrations of credit risk consist primarily of temporary cash 
investments, short-term and long-term investments, trade receivables, certain notes receivable including lease 
receivables and derivative contracts. Our policy is to deposit our temporary cash investments with major financial 
institutions. Counterparties to our derivative contracts are also major financial institutions and organized 
exchanges. The financial institutions have all been accorded high ratings by primary rating agencies. We limit the 
dollar amount of contracts entered into with any one financial institution and monitor our counterparties' credit 
ratings. We generally do not give or receive collateral on swap agreements due to our credit rating and those of our 
counterparties. While we may be exposed to credit losses due to the nonperformance of our counterparties, we 
consider the risk remote and do not expect the settlement of these transactions to have a material effect on our 
results of operations or financial condition. 

Fair Values of Financial Instruments 

The tables that follow provide additional information about our significant financial instruments: 

Financial Instrument ~ aluation Method 

Cash and cash equivalents and short -term inves m P-nts Carrying amounts 

Short- and long-term debt (excluding capital lea e ) Market quotes for similar terms and maturities or 

future cash flows discounted at current rates 

Cost investments in unconsolidated businesses, e ivative assets and liabilities and notes receivable 

Future cash flows discounted at current rates, market quotes for 

similar instruments or other valuation models 

(dollars in millions) 

t December 31, 006 

2005 

lcan-ying AmouJt faiJ 
Value Carrying Amount Fair 

Value 

!short- and long-term debt 1$ 36,000 1$ 37,165 I I 
$ 38,145 $ 39,549 

lcost investments in unconsolidated businesses I 1270 ~70 I I 
1,089 1,089 

!short- and long-term derivative assets I 131 ~1 I I 
62 62 

!short- and long-term derivative liabilities I Ito I Ito I I 

I I 

I I 

I I 

I I 

I I 
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21 21 

~ote 13 
lEarnings Per Share and Shareowners' Investment 

Earnings Per Share 

The following table is a reconciliation of the numerators and denominators used in computing earnings per 
common share: 

dollars and shares in millions, except per share amounts) 

ears Ended December 31, 

2005 

2004 

Net Income Used For Basic Earnings Per Common Share I I 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 5,480 

$ 6,027 

5,899 

~ncome on discontinued operations, net of tax I 1759 

1,370 

1,932 

!cumulative effect of accounting change, net of tax I 1(42 

INet income I 1$ 6,197 

$ 7,397 

7,831 

Net Income Used For Diluted Earnings Per Common Share I I 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 5,480 

$ 6,027 

5,899 

[After-tax minority interest expense related to exchangeable equity interest I ~0 
32 

[After-tax interest expense related to zero-coupon convertible notes I In 
28 

Ill I I 

Ill I I 
$ 

Ill I I 

~ I 1- I I 

Ill I I 
$ 

Ill I I 

Ill I I 
$ 

Ill I I 
27 

Ill I I 
41 

~ncome before discontinued operations and cumulative effect of accounting change - after assulrle4 conversion M I I 
dilutive securities 5,511 
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6,087 

5,967 

~ncome on discontinued operations, net of tax I 1759 Ill I I 
1,370 

1,932 

!cumulative effect of accounting change, net of tax I 1(42 ~ I 1- I I 

INet income - after assumed conversion of dilutive securities 1$ 6,228 Ill I I 
$ 7,457 $ 

7,899 

~asic Earnings Per Common Share '1' I I Ill I I 

K\leighted-average shares outstanding- basic I ~,9t2 Ill I I 
2,766 

2,770 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 1.88 Ill I I 
$ 2.18 $ 

2.13 

~ncome on discontinued operations, net of tax f26 Ill I I 
.50 

.70 

!cumulative effect of accounting change, net of tax I(.Ot ~ I 1- I I 

INet income I 1$ 2.t3 Ill I I 
$ 2.67 $ 

2.83 

~iluted Earnings Per Common Share '1' I I Ill I I 

K\leighted-average shares outstanding I ~,9t2 Ill I I 
2,766 

2,770 

~ffect of dilutive securities: I I Ill I I 

!stock options I It Ill I I 
5 5 

~xchangeable equity interest I Its Ill I I 
29 29 

gero-coupon convertible notes I 17 Ill I I 
17 27 
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K\leighted-average shares- diluted ~,938 Ill 
2,817 

2,831 

~ncome before discontinued operations and cumulative effect of accounting change I 1$ 1.88 Ill 
$ 2.16 $ 

2.11 

~ncome on discontinued operations, net of tax f26 Ill 
.49 

.68 

!cumulative effect of accounting change, net of tax 1(.01 ~ I 1-

INet income I 1$ 2.12 Ill 
$ 2.65 $ 

2.79 

1(1) [otal per share amounts may not add due to rounding. 

Certain outstanding options to purchase shares were not included in the computation of diluted earnings per 
common share because to do so would have been anti-dilutive for the period, including approximately 228 million 
shares during 2006, 250 million shares during 2005 and 262 million shares during 2004. 

The zero-coupon convertible notes were retired on May 15, 2006. (see Note 11). 

The exchangeable equity interest was converted on August 15, 2006 by issuing 29.5 million Verizon shares (see 
Note 9). 

Shareowners' Investment 

Our certificate of incorporation provides authority for the issuance of up to 250 million shares of Series Preferred 
Stock, $.10 par value, in one or more series, with such designations, preferences, rights, qualifications, limitations 
and restrictions as the Board of Directors may determine. 

We are authorized to issue up to 4.25 billion shares of common stock. 

On January 22, 2004, the Board of Directors authorized the repurchase of up to 80 million common shares 
terminating no later than the close of business on February 28, 2006. We repurchased 7.9 million and 9.5 million 
common shares during 2005 and 2004, respectively. 

On January 19, 2006, the Board of Directors determined that no additional common shares may be purchased 
under the previously authorized program and gave authorization to repurchase of up to 100 million common shares 
terminating no later than the close of business on February 28, 2008. We repurchased approximately 50 million 
common shares under this authorization during 2006. 

~ote 14 
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Effective January 1, 2006, we adopted SFAS No. 123(R) utilizing the modified prospective method. SFAS No. 123 
(R) requires the measurement of stock -based compensation expense based on the fair value of the award on the 
date of grant. Under the modified prospective method, the provisions of SF AS No. 123(R) apply to all awards 
granted or modified after the date of adoption. The impact to Verizon primarily resulted from Verizon Wireless, 
for which we recorded a $42 million cumulative effect of accounting change, net of taxes and after minority 
interest, to recognize the effect of initially measuring the outstanding liability for awards granted to Domestic 
Wireless employees at fair value utilizing a Black-Scholes model. 

Previously, effective January 1, 2003, we adopted the fair value recognition provisions of SF AS No. 123 using the 
prospective method (as permitted under SF AS No. 148, Accounting for Stock-Based Compensation - Transition 
and Disclosure) for all new awards granted, modified or settled after January 1, 2003. 

Verizon Communications Long Term Incentive Plan 

The Verizon Communications Long Term Incentive Plan (the "Plan"), permits the grant ofnonqualified stock 
options, incentive stock options, restricted stock, restricted stock units, performance shares, performance share 
units and other awards. The maximum number of shares for awards is 200 million. 

Restricted Stock Units 

The Plan provides for grants of restricted stock units (RSUs) that vest at the end of the third year after the grant. 
The RSUs are classified as liability awards because the RSUs are paid in cash upon vesting. The RSU award 
liability is measured at its fair value at the end of each reporting period and, therefore, will fluctuate based on the 
performance of Verizon' s stock. 

The following table summarizes Verizon's Restricted Stock Unit activity. 

rshares in thousands) ~estricted Stock 

Units Weighted 

Average Grant-Date Fair Value 

putstanding, January 1, 2004 1-
$ 

Granted 532 

36.75 

!cancelled/Forfeited lo 
36.75 

putstanding, December 31, 2004 1525 

36.75 

Granted ,410 

36.06 

!cancelled/Forfeited 1(66 
36.07 

putstanding, December 31, 2005 ~,869 
36.12 

!Granted r,116 
31.88 

II 

II 

II 

II 

II 

II 

II 
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!cancelled/Forfeited 

35.01 

putstanding, December 31, 2006 lt5,593 

33.67 

Performance Share Units 

The Plan also provides for grants of performance share units (PSUs) that vest at the end of the third year after the 
grant. The 2006, 2005 and 2004 performance share units will be paid in cash upon vesting. The 2003 PSUs were 
paid out in February 2006 in Verizon shares. 

The target award is determined at the beginning of the period and can increase (to a maximum 200% of the target) 
or decrease (to zero) based on a key performance measure, Total Shareholder Return (TSR). At the end of the 
period, the PSU payment is determined by comparing Verizon's TSR to the TSR of a predetermined peer group 
and the S&P 500 companies. All payments are subject to approval by the Board's Human Resources Committee. 
The PSUs are classified as liability awards because the PSU awards are paid in cash upon vesting. The PSU award 
liability is measured at its fair value at the end of each reporting period and, therefore, will fluctuate based on the 
performance of Verizon's stock as well as Verizon's TSR relative to the peer group's TSR and S&P 500 TSR. 

The following table summarizes Verizon's Performance Share Unit activity. 

Shares in thousands) erformance Share 

Units Weighted 

Average Grant-Date Fair Value 

putstanding, January 1, 2004 ~,219 
$ 38.54 

Granted ,477 

36.81 

!cancelled/Forfeited 1(617 

37.40 

putstanding, December 31, 2004 110,079 

Granted 

36.13 

!cancelled/Forfeited 1(288 

36.91 

putstanding, December 31, 2005 119,091 

36.84 

!Granted lt4,166 

32.05 

fayments j(3,607 ) 

38.54 

!cancelled/Forfeited 1(1,227 ) 

37.25 

II 

II 

II 

II 

II 

II 

II 

II 

II 

II 
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putstanding, December 31, 2006 ~8,423 
34.22 

As of December 31, 2006, unrecognized compensation expense related to the unvested portion of Verizon' s RSU s 
and PSUs was approximately $392 million and is expected to be recognized over the next two years. 

MCI Restricted Stock Plan 

MCI's Management Restricted Stock Plan (MRSP) provides for the granting of stock-based compensation to 
management. Following the acquisition by Verizon on January 6, 2006, awards outstanding under the MRSP were 
converted into Verizon common stock in accordance with the Merger Agreement. MCI has not issued new MRSPs 
since February 2005. 

The following table summarizes MRSP's restricted stock activity. 

rshares in thousands) 

Stock 

Grant-Date Fair Value 

putstanding, January 1, 2006 

[Acquisition by Verizon 

fayments 

lcancellations/F orfeitures 

putstanding, December 31, 2006 

As of December 31, 2006, unrecognized compensation expense related to the unvested portion of the MRSP 
restricted stock was approximately $9 million and is expected to be recognized over the next year. 

Verizon Wireless Long-Term Incentive Plan 

The 2000 Verizon Wireless Long-Term Incentive Plan (the "Wireless Plan") provides compensation opportunities 
to eligible employees and other participating affiliates of the Cellco Partnership, d.b.a. Verizon Wireless (the 
"Partnership"). The Wireless Plan provides rewards that are tied to the long-term performance of the Partnership. 
Under the Wireless Plan, V ARs are granted to eligible employees. The aggregate number of V ARs that may be 
issued under the Wireless Plan is approximately 343 million. 

II 
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V ARs reflect the change in the value of the Partnership, as defined in the Wireless Plan, similar to stock options. 
Once V ARs become vested, employees can exercise their V ARs and receive a payment that is equal to the 
difference between the V AR price on the date of grant and the V AR price on the date of exercise, less applicable 
taxes. V ARs are fully exercisable three years from the date of grant with a maximum term of 

10 years. All V ARs are granted at a price equal to the estimated fair value of the Partnership, as defined in the 
Wireless Plan, at the date of the grant. 

With the adoption of SF AS No. 123(R), the Partnership began estimating the fair value of V ARs granted using a 
Black-Scholes option valuation model. The following table summarizes the assumptions used in the model during 
2006: 

Ranges 

Risk-free interest rate 4.6%-5.2% 

Expected term (in years) 1.0- 3.5 

Expected volatility 17.6%- 22.3o/t 

Expected dividend yield n/a 

The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of the measurement date. The 
expected term of the V ARs granted was estimated using a combination of the simplified method as prescribed in 
Staff Accounting Bulletin (SAB) No. 107, "Share Based Payments," (SAB No. 107) historical experience, and 
management judgment. Expected volatility was based on a blend of the historical and implied volatility of publicly 
traded peer companies for a period equal to the V ARs expected life, ending on the measurement date, and 
calculated on a monthly basis. 

The following table summarizes the V ARs activity. 

rshares in thousands) ~ARs 

Weighted 

Average Grant-Date Fair Value 

putstanding rights, January 1, 2004 

119,809 

$ 16.31 

!Granted ~8,999 

13.89 

~xercised 1(2,144 

16.39 

II 

II 

II 

II 
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lcancelled/Forfeited 1(6,003 

14.65 

putstanding rights, December 31, 2004 

160,661 

15.63 

Granted 

14.85 

xercised 

(47,964 

) 

12.27 

lcancelled/Forfeited jc3,784 

15.17 

putstanding rights, December 31, 2005 

108,923 

17.12 

~xercised 1(7,448 

) 

13.00 

lcancelled/Forfeited io,oos 
) 

23.25 

putstanding rights, December 31, 2006 r4,467 

16.99 

As of December 31, 2006, unrecognized compensation expense related to the unvested portion of the V ARs was 
approximately $50 million and is expected to be recognized within one year. 

Stock-Based Compensation Expense 

II 

II 

II 

II 

II 

II 

II 
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After-tax compensation expense for stock based compensation related to RSUs, PSUs, MRSPs and V ARs described 
above included in net income as reported was $535 million, $359 million and $248 million for 2006, 2005 and 
2004, respectively. 

Stock Options 

The Verizon Long Term Incentive Plan provides for grants of stock options to employees at an option price per 
share of 100% of the fair market value of Verizon Stock on the date of grant. Each grant has a 10 year life, vesting 
equally over a three year period, starting at the date of the grant. We have not granted new stock options since 
2004. 

We determined stock-option related employee compensation expense for the 2004 grant using the Black-Scholes 
option-pricing model based on the following weighted-average assumptions: 

2004 

Dividend yield 4.2 % 

Expected volatility 31.3 % 

Risk-free interest rate 3.3 % 

Expected lives (in years) 6 

Weighted average value of options granted $ 7.6 

The following table summarizes Verizon's stock option activity. 

Shares in thousands) 

Stock 

Options 

Weighted 

Average Exercise Price 

putstanding, January 1, 2004 

280,58 

1 

$ 

46.24 

Granted 

17,413 

35.51 

xercised 

(10,519 

) 

28.89 

II 
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lcancelled/forfeited 

putstanding, December 31, 2004 

9 

xercised 

lcancelled/forfeited 

putstanding, December 31, 2005 

0 

xercised 

lcancelled/forfeited 

pptions outstanding, December 31, 2006 

4 

pptions exercisable, December 31, 

004 

(6,586 

) 

48.01 

280,88 

46.18 

(1,133 

) 

28.73 

(19,996 

) 

49.62 

259,76 

46.01 

(3,371 

) 

32.12 

(27,025 

) 

43.72 

229,36 

46.48 

247,46 

II 

II 

II 

II 

II 

II 

II 
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1 

47.26 

005 

244,42 

4 

46.64 

006 

225,06 

7 

46.69 

The following table summarizes information about Verizon's stock options outstanding as ofDecember 31, 2006: 

Stock Options Outstanding Stock Options 

Exercisable 

ange of Exercise Prices Shares (in thousands) eighted- Average Re ini gLife 

Exercise Price Shares (in thousands) Weighted-Average Exercise Price 

1$ 20.00- 29.99 f3 13.4 years 1$ 28.50 I II f3 
$ 28.50 

30.00- 39.99 I ~4,874 15.5 136.36 I II ~0,577 
36.45 

40.00- 49.99 196,154 13.7 ~3.92 I II 196,154 

43.92 

50.00- 59.99 187,687 13.1 154.40 I II 187,687 

54.40 

60.00- 69.99 1576 ~.8 ~0.93 I II 1576 

60.93 

[otal I ~29,364 I I ~6.48 I II ~25,067 
46.69 

The weighted average remaining contractual term was 3.8 years for stock options outstanding and exercisable as of 
December 31, 2006. The total intrinsic value was approximately $44 million and $37 million for stock options 
outstanding and exercisable, respectively, as of December 31, 2006. The total intrinsic value for stock options 
exercised was $10 million, $6 million and $97 million, during 2006, 2005 and 2004, respectively. 

The amount of cash received from the exercise of stock options was approximately $101 million, $34 million and 
$306 million for 2006, 2005 and 2004, respectively. 

The after-tax compensation expense for stock options was $28 million, $53 million and $50 million for 2006, 2005 
and 2004, respectively. As of December 31, 2006, unrecognized compensation expense related to the unvested 
portion of stock options was approximately $3 million. 

I I 

I I 

I I 

I I 

I I 

I I 
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~ote 15 
mployee Benefits 

We maintain noncontributory defined benefit pension plans for many of our employees. The postretirement health 
care and life insurance plans for our retirees and their dependents are both contributory and noncontributory and 
include a limit on the company's share of cost for certain recent and future retirees. We also sponsor defined 
contribution savings plans to provide opportunities for eligible employees to save for retirement on a tax-deferred 
basis. We use a measurement date of December 31 for our pension and postretirement health care and life 
insurance plans. 

In September 2006, the FASB issued SFAS No. 158. SFAS No. 158 requires the recognition of a defined benefit 
postretirement plan's funded status as either an asset or liability on the balance sheet. SFAS No. 158 also requires 
the immediate recognition of the unrecognized actuarial gains and losses and prior service costs and credits that 
arise during the period as a component of other accumulated comprehensive income, net 

of applicable income taxes. Additionally, the fair value of plan assets must be determined as of the company's year­
end. We adopted SFAS No. 158 effective December 31, 2006 which resulted in a net decrease to shareowners' 
investment of $6,883 million. This included a net increase in pension obligations of $2,403 million, an increase in 
Other Postretirement Benefits Obligations of $10,828 million and an increase in Other Employee Benefit 
Obligations of $31 million, partially offset by a net decrease of $1,205 million to reverse the Additional Minimum 
Pension Liability and an increase in deferred taxes of $5,174 million. If we had recorded an Additional Minimum 
Pension Liability at December 31, 2006, it would have been $396 million, ($262 million after-tax). 

Pension and Other Postretirement Benefits 

Pension and other postretirement benefits for many of our employees are subject to collective bargaining 
agreements. Modifications in benefits have been bargained from time to time, and we may also periodically amend 
the benefits in the management plans. 

As of June 30, 2006, Verizon management employees no longer earned pension benefits or earned service towards 
the company retiree medical subsidy. In addition, new management employees hired after December 31, 2005 are 
not eligible for pension benefits and managers with less than 13.5 years of service as of June 30, 2006 are not 
eligible for company-subsidized retiree healthcare or retiree life insurance benefits. Beginning July 1, 2006, 
management employees receive an increased company match on their savings plan contributions. 

The following tables summarize benefit costs, as well as the benefit obligations, plan assets, funded status and rate 
assumptions associated with pension and postretirement health care and life insurance benefit plans. 

Obligations and Funded Status 

r dollars in millions) 

fension II health 

Care and Life 

bt December 31, ~006 II poos II ~006 
2005 

!change in Benefit Obligation I I Ill Ill 

I II 

I II 
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~eginning of year 1$ 35,540 Ill$ 35,479 Ill$ Ill 
26,783 $ 26,181 
!service cost ~81 II ~75 II ~s6 Ill 

358 
~nterest cost 11,995 1111,959 1111,499 Ill 

1,467 
flan amendments I t 111149 II ~o Ill 

69 
fActuarial (gain) loss, net 1(282 ~ 11327 111152 Ill 

403 
~enefits paid 1(2,762 ~ 11(2,831 ~II Ill 

(1,564 ) (1,662 ) 

[ermination benefits I ~7 11111 11114 Ill 
1 

[Acquisitions and divestitures, net ~77 lllc194 ~I ~o Ill 
(34 ) 

!settlements 1(1,437 ~I j(35 ~I t Ill 

~nd of year 1$ 34,159 Ill$ 35,540 Ill$ Ill 
27,330 $ 26,783 
!change in Plan Assets I I Ill Ill Ill 

~eginning of year ~9,227 I 1137,461 II ~,275 Ill 
4,549 

fActual return on plan assets ~,536 II ~,136 II ~93 Ill 
348 

!company contributions ~68 II ~98 1111,099 Ill 
1,040 

~enefits paid 1(2,762 ~ 11(2,831 ~II Ill 
(1,564 ) (1,662 ) 

!settlements I 1(1,437 ~I j(35 ~I t Ill 

[Acquisitions and divestitures, net ~77 lllc2o2 ~I t Ill 

~nd of year 1$ 41,509 Ill$ 39,227 Ill$ Ill 
4,303 $ 4,275 
Wunded Status I I Ill Ill Ill 

~nd of year I 17,350 1113,687 Ill Ill 
(23,027 ) (22,508 ) 

~nrecognized I I Ill Ill Ill 

fActuarialloss, net I 1- II ~,685 I II- Ill 
7,056 

frior service cost I t 1111,018 II t Ill 
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4,339 
INet amount recognized I 1$ 7,35o Ill$ 9,390 
(23,027 ) $ (11,113 

fAmounts recognized on the balance sheet I I Ill Ill Ill 

frepaid pension cost (in Other Assets) 1$ 12,058 Ill$ 12,704 Ill$ Ill 
$ 

pther assets 
I t 111458 I I t Ill 

~mployee benefit obligation 1 1(4,708 ~ 11(4,977 ~ 11(23,027 Ill 
) (11,113 ) 

[Accumulated other comprehensive loss 
I t 1111,205 I I t Ill 

INet amount recognized I 1$ 7,350 Ill$ 9,390 1 II$ (23,027 Ill 
) $ (11,113 ) 

fAmounts recognized in Accumulated Other Comprehensife !Income Ill Ill Ill 

fActuarialloss, net I 1$ 1,428 Ill Ill$ 6,799 Ill 

frior service cost Ill II ~,o29 Ill 

[otal 1 1$ 2,403 Ill Ill$ 1o,828 Ill 

!Estimated amounts to be amortized from Accumulated O~h~r Comprehenshfelljllcome during }Q07 fiscal year I I I 

fActuarial (gain) loss, net I 1$ 98 Ill Ill$ 316 

frior service cost I ~3 Ill II ~93 

[otal I 1$ 141 Ill Ill$ 709 

Changes in benefit obligations were caused by factors including changes in actuarial assumptions, curtailments and 
settlements. 

In 2005, as a result of changes in management retiree benefits, we recorded pretax expense of $430 million for 
pension curtailments and pretax income of $332 million for retiree medical curtailments (see Note 4 for additional 
information). 

The accumulated benefit obligation for all defined benefit pension plans was $32,724 million and $34,232 million 
at December 31, 2006 and 2005, respectively. 

Ill 

Ill 

Ill 

Ill 
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Information for pension plans with an accumulated benefit obligation in excess of plan assets follows: 

tollars in millions) 

t December 31, I I I I 
2006 

2005 

frojected benefit obligation I I I I 
$ 

11,495 
$ 

11,567 
[Accumulated benefit obligation I I I I 

11,0 
72 

11,1 
65 
fair value of plan assets I I I I 

8,28 
8 

7,50 
0 

Net Periodic Cost 

The following table displays the details of net periodic pension and other postretirement costs: 

dollars in millions) 

ension ealth Care and Life 

Rears Ended December 31, ~006 II poo5 I I poo4 I I ~006 Ill Ill 
2005 2004 

!service cost I 1$ 581 Ill$ 675 Ill$ 666 Ill$ 356 Ill$ Ill 
358 $ 269 
~nterest cost I lt,995 1111,959 I I ~,144 lllt,499 Ill Ill 

1,467 1,422 
~xpected return on plan assets I j(3,173 ~I b,231 ~I b,565 ~ 1 b28 ~ II Ill 

(349 ) (409 ) 

[Amortization of transition asset I t I II- lllc4 ~ I t I II- Ill 
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[Amortization of prior service cost I ~4 II ~2 llls7 II ~6o Ill 
290 236 

fActuarialloss, net I 1182 111124 II ~s II ~9o Ill 
258 169 

!Net periodic benefit (income) cost I bn ~ 11(431 ~ 11(657 ~I ~,1n Ill 
2,024 1,687 

[ermination benefits I ~7 II III I III 11114 I III 

!settlement loss I ~6 1118o 1118os I I t I II-

!curtailment (gain) loss and other, net I t II ~36 I II- I I t Ill 
(332 ) -

!subtotal I l1o3 111527 1118o6 11114 Ill 
(331 ) -

[otal cost I 1$ (268 ~II$ 96 Ill$ 149 Ill$ 2,191 Ill$ 
1,693 $ 1,687 

Termination benefits and settlement and curtailment losses of $94 million pertaining to the sale of Hawaii 
operations in 2005 were recorded in the consolidated statements of income in Sales of Businesses, Net. 

Additional Information 

As a result of the adoption of SFAS No. 158, we no longer record an additional minimum pension liability. In 
prior years, as a result of changes in interest rates and changes in investment returns, an adjustment to the 
additional minimum pension liability was required for a number of plans, as indicated below. The adjustment in 
the liability was recorded as a charge or (credit) to Accumulated Other Comprehensive Loss, net of tax, in 
shareowners' investment in the consolidated balance sheets. 

dollars in millions) 

ears Ended December 31, 

2005 

2004 

~ncrease (decrease) in minimum liability included in other comprehensive income, net of tax I 1$ (788 ~ I 
$ (51 ) $ 

332 

Assumptions 

The weighted-average assumptions used in determining benefit obligations follow: 

Health Care and Life 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

II 
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bt December 31, ~006 II poo5 II 
2006 2005 

piscount rate ~.oo IOJ 15175 
% 6.00 % 5.75 

% 

~ate of future increases in compensation ~.oo II ~.oo II 
4.00 4.00 

The weighted-average assumptions used in determining net periodic cost follow: 

ension ealth 

Care and Life 

ears Ended December 31, 

2005 2004 

piscount rate ~.7s IOJ 15j75 flo I ~.25 flo II 
5.75 % 5.75 % 6.25% 

~xpected return on plan assets ~.so II ls.5o II ls.5o II ~.2s II 
7.75 8.50 

~ate of compensation increase ~.oo II 15.oo II 15.oo II ~.oo II 
4.00 4.00 

In order to project the long-term target investment return for the total portfolio, estimates are prepared for the total 
return of each major asset class over the subsequent 10-year period, or longer. Those estimates are based on a 
combination of factors including the following: current market interest rates and valuation levels, consensus 
earnings expectations, historical long-term risk premiums and value-added. To determine the aggregate return for 
the pension trust, the projected return of each individual asset class is then weighted according to the allocation to 
that investment area in the trust's long-term asset allocation policy. 

The assumed Health Care Cost Trend Rates follow: 

ealth Care 

and Life 

bt December 31, ~006 II 
2005 

2004 

kealth care cost trend rate assumed for next year lto.OO IOJ 
10.00 % 

10.00 % 

~ate to which cost trend rate gradually declines ~.00 II 
5.00 

II 

II 

II 

II 

II 

II 
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5.00 

[Year the rate reaches level it is assumed to remain thereafter I ~on II II 
2010 

2009 

A one-percentage-point change in the assumed health care cost trend rate would have the following effects: 

dollars in millions) 

ne-Percentage-Point 

~ffect on 2006 service and interest cost 

282 

(223 

~ffect on postretirement benefit obligation as of December 31, 2006 

Plan Assets 

Pension Plans 

The weighted-average asset allocations for the pension plans by asset category follow: 

t December 31, 

fAsset Category 

) 

I 

Decrease 

1$ 
$ 

j3,339 

(2,731 

2006 

2005 

II 
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~quity securities 

62.5 

% 

63.4 

% 

pebt securities 

16.3 

17.5 

eal estate 

4.5 

3.2 

ther 

16.7 

15.9 

otal 

100. 

0 % 

100. 

0 % 

Equity securities include Verizon common stock of $95 million and $72 million at December 31, 2006 and 2005, 
respectively. Other assets include cash and cash equivalents (primarily held for the payment of benefits), private 
equity and investments in absolute return strategies. 

Health Care and Life Plans 

The weighted-average asset allocations for the other postretirement benefit plans by asset category follow: 

II 

II 
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t December 31, 

2006 

2005 

fAsset Category II 

~quity securities II 
72.1 

% 

71.9 

% 

pebt securities II 
20.4 

22.1 

ea1 estate 

0.1 

0.1 

ther 

7.4 

GTEOSI00004503 



otal 

0 

0 

Equity securities include Verizon common stock of $4 million at December 31, 2005. There was no Verizon 
common stock held at the end of 2006. 

5.9 

100. 

% 

100. 

% 

The portfolio strategy emphasizes a long-term equity orientation, significant global diversification, the use of both 
public and private investments and professional financial and operational risk controls. Assets are allocated 
according to a long-term policy neutral position and held within a relatively narrow and pre-determined range. 
Both active and passive management approaches are used depending on perceived market efficiencies and various 
other factors. 

Cash Flows 

In 2006, we contributed $451 million to our qualified pension trusts, $117 million to our nonqualified pension 
plans and $1,099 million to our other postretirement benefit plans. We estimate required qualified pension trust 
contributions for 2007 to be approximately $510 million. We also anticipate $120 million in contributions to our 
non-qualified pension plans and $1,210 million to our other postretirement benefit plans in 2007. 

Estimated Future Benefit Payments 

The benefit payments to retirees, which reflect expected future service, are expected to be paid as follows: 

dollars in millions) 

ension Benefits ealth Care and Life 

Prior to Medicare Prescription Drug Subsidy Expected Medicare Prescription Drug Subsidy 

~007 1$ 2,491 1$ 1,717 

$ 91 

~008 I ~,552 11,806 

97 

~009 I ~,749 11,869 

102 

~010 I 13,042 11,936 

108 

011 3,503 1,991 

112 

GTEOSI00004504 



~012- 2016 116,472 19,983 

589 

Savings Plan and Employee Stock Ownership Plans 

We maintain four leveraged employee stock ownership plans (ESOP), only one plan currently has unallocated 
shares. Under this plan, we match a certain percentage of eligible employee contributions to the savings plans with 
shares of our common stock from this ESOP. Common stock is allocated from the leveraged ESOP trust based on 
the proportion of principal and interest paid on ESOP debt in a year to the remaining principal and interest due 
over the term of the debt. The final debt service payments and related share allocations for two of our leveraged 
ESOPs were made in 2004. At December 31, 2006, the number of unallocated and allocated shares of common 
stock was 5 million and 77 million, respectively. All leveraged ESOP shares are included in earnings per share 
computations. 

Total savings plan costs were $669 million, $499 million, and $501 million in 2006, 2005 and 2004 respectively. 
A portion of these costs were funded through a leveraged ESOP. We recognize leveraged ESOP costs based on the 
shares allocated method. 

Leveraged ESOP costs and trust activity consist of the following: 

dollars in millions) 

ears Ended December 31, 

2005 

2004 

!compensation 1$ 24 II 
$ 39 $ 

159 

~nterest incurred t II 
12 

pividends 1(9 ~I 
(16 ) 

(16 ) 

!Net leveraged ESOP cost I 1$ 15 II 
$ 23 $ 

155 

Severance Benefits 

The following table provides an analysis of our severance liability recorded in accordance with SF AS Nos. 112 and 
146: 

dollars in millions) 

II 

II 

II 

II 
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ear eginning of Year barged to Expense 

Other End of Year 

~004 I 1$ 2,150 1$(40 D I 1$(1,356 D I 
$(1 ) $753 

~005 I p53 199 II 1(251 D I 
(5 ) 596 

~006 I ~96 ~43 II j(383 D I 
88 644 

The remaining severance liability includes future contractual payments to employees separated as of December 31, 
2006. The 2006 expense includes charges for the involuntary separation of 4,100 employees (see Note 4). 

The components of Income Before Provision for Income Taxes, Discontinued Operations and Cumulative Effect of 
Accounting Change are as follows: 

dollars in millions) 

ears Ended December 31, 

2005 2004 

pomestic 1$ 6,682 

$ 7,496 

$ 6,186 

foreign I lt,472 

952 

$ 

$ 7,977 

The components of the provision for income taxes from continuing operations are as follows: 

dollars in millions) 

ears Ended December 31, 

2004 

Current 

federal 

2,772 $ (162 

II 

II 

II 

II 
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) 

foreign I lt41 II lsi 

249 

!state and local ~20 II ~61 
271 

358 

eferred 

federal 1(9 ~I 1(844 

1,580 

foreign 1(45 ~I less 

53 

!state and local 1(190 ~I bs7 

95 

(1,086) 1,728 

~nvestment tax credits 1(7 ~I lo 
(8 ) 

[otal income tax expense 1$ 2,674 II 1$ 

2,421 $ 2,078 

The following table shows the principal reasons for the difference between the effective income tax rate and the 
statutory federal income tax rate: 

~ears Ended December 31, ~006 
2005 

2004 

II 

!statutory federal income tax rate ~5.o II 
% 

35.0 % 

II 

II 

II 

II 

II 

II 

II 

II 

II 

GTEOSI00004507 



35.0 

% 

Is tate and local income tax, net of federal tax benefits lt.s II 

3.6 

3.0 

[ax benefits from investment losses 1(.9 II 
) 

(4.5 

(3.7 

) 

~quity in earnings from unconsolidated businesses I j(3.s II 
) 

(3.5 

(8.0 

ther, net 

(1.9 

(.2 

) 

~ffective income tax rate I ~2.s II 

% 

28.7 % 

26.1 

% 

The favorable impact on our 2006 effective income tax rate was primarily driven by earnings from our 
unconsolidated businesses and tax benefits from valuation allowance reversals. These favorable impacts to the 
2006 effective tax rate were partially offset by the unfavorable impact of tax reserve adjustments which is included 
in the Other, net line above. During 2006, we recorded a tax benefit of $80 million in connection with capital gains 
and prior year investment losses. 

During 2005, we recorded a tax benefit of $336 million in connection with capital gains and prior year investment 
losses. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to prior year investment losses. Also during 2005, we recorded a net 
tax provision of $206 million related to the repatriation of foreign earnings under the provisions of the American 
Jobs Creation Act of 2004, which provides for a favorable federal income tax rate in connection with the 
repatriation of foreign earnings, provided the criteria described in the law is met. Two of our foreign investments 
repatriated earnings resulting in income taxes of $332 million, partially offset by a tax benefit of $126 million. 

The favorable impact on our 2004 effective income tax rate was primarily driven by increased earnings from our 
unconsolidated businesses and tax benefits from valuation allowance reversals. 

Deferred taxes arise because of differences in the book and tax bases of certain assets and liabilities. Significant 
components of deferred tax liabilities (assets) are shown in the following table: 

II 

II 

II 

II 
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dollars in millions) 

t December 31, 006 

2005 

~mployee benefits 1$ (7,788 II 
) $ 

(1,778 ) 

~oss on investments I 1(124 II 
) (369 

) 

former MCI tax loss carry forwards I 1(2,026 II 
) 

~ncollectible accounts receivable 1(455 II 
(375 

(10,393 

) (2,522 

) 

K'aluation allowance I ~,600 II 
815 

peferred tax assets 1(7,793 II 
) (1,707 

) 

former MCI intercompany accounts receivable basis difference I ~,003 II 

pepreciation 17,617 II 
9,676 

~easing activity ~,638 II 
3,001 

K\lireless joint venture including wireless licenses 112,177 II 
11,786 

pther- net 1782 II 
(370 

) 

peferred tax liabilities I ~5,217 II 
24,093 
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INet deferred tax liability 1$ 17,424 

$ 

22,386 

INet long-term deferred tax liabilities 1$ 16,270 

$ 

22,831 

flus net current deferred tax liabilities (in Other current liabilities) 11,154 

~ess net current deferred tax assets (in Prepaid expenses and other) t 
445 

INet deferred tax liability 1$ 17,424 

$ 

22,386 

At December 31, 2006, employee benefits deferred tax assets include $5,174 million as a result of the adoption of 
SF AS No. 158 (see Note 15). 

At December 31, 2006, undistributed earnings of our foreign subsidiaries amounted to approximately $3 billion. 
Deferred income taxes are not provided on these earnings as it is intended that the earnings are indefinitely 
invested outside of the U.S. It is not practical to estimate the amount of taxes that might be payable upon the 
remittance of such earnings. 

The valuation allowance primarily represents the tax benefits of certain foreign and state net operating loss carry 
forwards, capital loss carry forwards and other deferred tax assets which may expire without being utilized. During 
2006, the valuation allowance increased $1,785 million. This increase was primarily due to the addition of former 
MCI valuation allowances. This increase was offset by valuation allowance reversals relating to utilizing prior year 
investment losses to offset the capital gains realized on the sale of various businesses including Verizon 
Dominicana. 

Former MCI tax loss carry forwards include federal, state and foreign net operating loss tax carry forwards as well 
as capital loss tax carry forwards. As a result of the MCI Bankruptcy and the application of the related tax attribute 
reduction rules, MCI reduced the tax basis in intercompany accounts receivables. This reduction in tax basis results 
in a deferred tax liability as reflected above. 

Reportable Segments 

On November 17, 2006, we completed the spin-off of our U.S. print and Internet yellow pages directories to our 
shareowners, which was included in the Information Services segment. The spin-off resulted in a new company, 
named Idearc Inc. In addition, we reached definitive agreements to sell our interests in TELPRI and Verizon 
Dominicana, each of which were included in the International segment. The operations of our U.S. print and 
Internet yellow pages directories business, Verizon Dominicana and TELPRI are reported as discontinued 
operations and assets held for sale. Accordingly we have two reportable segments, which we operate and manage 

II 

II 

II 

II 

II 
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as strategic business units and organize by products and services. We measure and evaluate our reportable 
segments based on segment income. Corporate, eliminations and other includes unallocated corporate expenses, 
intersegment eliminations recorded in consolidation, the results of other businesses such as our investments in 
unconsolidated businesses, primarily Omnitel and CANTY, lease financing, and asset impairments and expenses 
that are not allocated in assessing segment performance due to their non-recurring nature. These adjustments 
include transactions that the chief operating decision makers exclude in assessing business unit performance due 
primarily to their non-recurring and/or non-operational nature. Although such transactions are excluded from the 
business segment results, they are included in reported consolidated earnings. Gains and losses that are not 
individually significant are included in all segment results, since these items are included in the chief operating 
decision makers' assessment of unit performance. 

Our segments and their principal activities consist of the following: 

Segment Description 

Wireline Wireline provides communications services including voice, broadband video and 
data, next generatiOn IP network services, network access, long distance and other services to consumers, earners, 

business and government customers both domestically and globally in 150 countries. 

omestic Wireless omestic wireless products and services include wireless voice and data products and 

other value added services and equipment sales across the United States. 

The following table provides operating financial information for our two reportable segments: 

dollars in millions) 

006 omestic Wireless 

Total Segments 

~xternal revenues 1$ 49,621 II 1$ 37,930 

$ 87,551 

~ntersegment revenues 11,173 II 1113 
1,286 

[otal operating revenues ~0,794 II ~8,043 
88,837 

lcost of services and sales ~4,522 II 111,491 

36,013 

!selling, general & administrative expense 112,116 II 112,039 

24,155 

pepreciation & amortization expense ~,590 II ~,913 
14,503 

[otal operating expenses ~6,228 II ~8,443 
74,671 

pperating income ~,566 II r,600 

14,166 

~quity in earnings of unconsolidated businesses t II 119 
19 
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pther income and (expense), net ~50 II ~ 
254 

~nterest expense 1(2,062 ~ I 1(452 ~ 
(2,514 ) 

Minority interest t II 1(4,038 ~ 
(4,038 ) 

frovision for income taxes 1(1,120 ~ I 1(2,157 ~ 
(3,277 ) 

!segment income 1$ 1,634 II 1$ 2,976 

$ 4,610 

fAssets 1$ 92,274 II 1$ 81,989 

$ 174,263 

~nvestments in unconsolidated businesses ~8 II ~7 
115 

flant, property and equipment, net ~7,031 II ~4,659 
81,690 

!capital expenditures lto,259 II ~,618 
16,877 

dollars in millions) 

005 omestic Wireless 

Total Segments 

~xternal revenues 1$ 36,628 II 1$ 32,219 

$ 68,847 

~ntersegment revenues 1988 II 182 
1,070 

[otal operating revenues 137,616 II 132,301 

69,917 

lcost of services and sales 115,604 II 19,393 

24,997 

!selling, general & administrative expense 18,419 II 110,768 

19,187 

pepreciation & amortization expense 18,801 II ~,760 
13,561 

[otal operating expenses 132,824 II ~4,921 
57,745 

pperating income ~,792 II p,380 

12,172 

~quity in earnings of unconsolidated businesses 1- II ~7 
27 

pther income and (expense), net p9 II ~ 
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85 

~nterest expense b,701 D I 1(601 D 
(2,302 ) 

Minority interest 1- II 1(2,995 D 
(2,995 ) 

frovision for income taxes b,264 D I b,598 D 
(2,862 ) 

!segment income 1$ 1,906 II 1$ 2,219 

$ 4,125 

fAssets 1$ 75,188 II 1$ 76,729 

$ 151,917 

~nvestments in unconsolidated businesses ~ II 1154 

156 

flant, property and equipment, net ~9,618 II ~2,790 
72,408 

!capital expenditures 18,267 II ~,484 
14,751 

dollars in millions) 

004 omestic Wireless 

Total Segments 

~xternal revenues 1$ 37,160 II 1$ 27,586 

$ 64,746 

~ntersegment revenues 1861 II p6 

937 

[otal operating revenues 138,021 II ~7,662 
65,683 

lcost of services and sales 114,830 II p,747 

22,577 

!selling, general & administrative expense 18,621 II 19,591 

18,212 

pepreciation & amortization expense 18,910 II ~,486 
13,396 

[otal operating expenses 132,361 II ~1,824 
54,185 

pperating income 15,660 II 15,838 

11,498 

~quity in earnings of unconsolidated businesses 1- II ~5 
45 

pther income and (expense), net lwo II In 
lll 

~nterest expense b,602 D I 1(661 D 
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(2,263 ) 

Minority interest 1- II 1(2,323 

(2,323 ) 

frovision for income taxes b,506 D I b,265 

(2,771 ) 

!segment income 1$ 2,652 II 1$ 1,645 

$ 4,297 

fAssets 1$ 78,824 II 1$ 68,027 

$ 146,851 

~nvestments in unconsolidated businesses 13 II 1148 

151 

flant, property and equipment, net 15o,6o8 II ~0,516 
71,124 

!capital expenditures p,ll8 II 15,633 

12,751 

Reconciliation To Consolidated Financial Information 

A reconciliation of the results for the operating segments to the applicable line items in the consolidated financial 
statements is as follows: 

r dollars in millions) 

poo6 II poos 
2004 

!operating Revenues I I II I 

[otal reportable segments I 1$ 88,837 II 1$ 69,917 

$ 65,683 

kawaii operations I 1- II 1180 

529 

!corporate, eliminations and other j(693 D I 1(579 

(461 ) 

!consolidated operating revenues - reported I 1$ 88,144 II 1$ 69,518 

$ 65,751 

!operating Expenses I I II I 

[otal reportable segments 1 1$ 74,671 II 1$ 57,745 

$ 54,185 

D 

D 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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Merger integration costs (see Note 4) II 1- II I 

!severance, pension and benefit charges (see Note 4) II 1157 II I 
S05 

Kferizon Center relocation, net (see Note 4) 1184 II bs) II I 

former MCI exposure, lease impairment and other special items (see Note 4) I 1- II 1125 II I 
(91 ) 

kawaii operations I 1- II Ius II I 
375 

lsales of businesses and investments, net (see Notes 3 and 5) I 1- II 1(530 II I 
100 

!corporate, eliminations and other ~ I 1(660 II I 
(493 ) 

!consolidated operating expenses - reported I 1$ 74,771 II 1$ 56,937 II I 
$ 54,SS1 

II poos II I 
2004 

Net Income I I II I II I 

!segment income - reportable segments I 1$ 4,610 II 1$ 4,125 II I 
$ 4,297 

pebt extinguishment costs (see Note ll) ~ I 1- II I 

Merger integration costs (see Note 4) 1(146 ~ I 1- II I 

!sales of businesses and investments, net (see Notes 3 and 5) 1(541 ~ I j336 II I 
1,059 

~dearc spin-off costs (see Note 4) ~ I 1- II I 

!severance, pension and benefit charges (see Note 4) 1(258 ~ I 1(95 ) II I 
(499 ) 

Kferizon Center relocation, net (see Note 4) 1(118 ~ I Is II I 

former MCI exposure, lease impairment and other special items (see Note 4) I 1- II 1(133 II I 
2 

[ax benefits (see Note 4) I 1- II 1336 II I 
234 

[ax provision on repatriated earnings (see Note 4) I 1- II 1(206 II I 
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) 

~ncome from discontinued operations, net of tax (see Note 3) I 11,398 II 11,370 

1,423 

!cumulative effect of accounting change (see Note 1) 1(42 ~ I 1-

!corporate and other 11,411 II 11,656 

1,315 

!consolidated net income - reported 1$ 6,197 II 1$ 7,397 

$ 7,831 

ssets 

[otal reportable segments 1$ 174,263 II 1$ 151,917 

$ 146,851 

~econciling items 114,541 II 116,213 

19,107 

!consolidated assets 1$ 188,804 II 1$ 168,130 

$ 165,958 

Financial information for Wireline excludes the effects of Hawaii access lines and directory operations sold in 
2005. 

We generally account for intersegment sales of products and services and asset transfers at current market prices. 
We are not dependent on any single customer. 

Geographic Areas 

Our foreign investments are located principally in the Americas and Europe. Domestic and foreign operating 
revenues are based on the location of customers. Long-lived assets consist of plant, property and equipment (net of 
accumulated depreciation) and investments in unconsolidated businesses. The table below presents financial 
information by major geographic area: 

dollars in millions) 

ears Ended December 31, 

omestic 

2005 

2004 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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pperating revenues 1$ 84,693 
I 

$ 69,327 

$ 65,659 

~ong-lived assets I ~2,277 I 

74,813 

72,488 

oreign 

pperating revenues ~,451 I 

191 

92 

~ong-lived assets 
I ~,947 I 

2,776 

4,973 

!consolidated I I I 

pperating revenues ~8,144 I 

69,518 

65,751 

~ong-lived assets 
I ~7,224 I 

77,589 

77,461 

~ote 18 

Comprehensive income consists of net income and other gains and losses affecting shareowners' investment that, 
under GAAP, are excluded from net income. 

Changes in the components of other comprehensive income (loss), net of income tax expense (benefit), are as 
follows: 

dollars in millions) 

ears Ended December 31, 

2005 

2004 

I I I 

I I I 

I I I 

I I I 

I I I 

I I I 

I I I 
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~oreign Currency Translation Adjustments 

~nrealized Gains (Losses) on Net Investment Hedges 

~nrealized gains (losses), net oftaxes of$-, $1 and $(48) 

~ess reclassification adjustments for losses realized in net income, net oftaxes of$-,$- and $(48) 

~et unrealized gains on net investment hedges 

~nrealized Derivative Gains (Losses) on Cash Flow Hedges 

~nrealized gains (losses), net oftaxes of$(1), $-and $(2) 

I 1$ 1,196 
$ (755 

$ 548 

I I 

I t 
2 
(58) 

I t 
(58) 

I t 
2 

I I 

In 
4 

(9 

~ess reclassification adjustments for (losses) realized in net income, net of taxes of $(1), $(2) and$(}) I (3 

) (6 

) (26 

) 

~et unrealized derivative gains on cash flow hedges I 114 

~nrealized Gains (Losses) on Marketable Securities 

~nrealized gains, net oftaxes of$30, $10 and $4 

I I 

10 

17 

4 

8 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 
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~ess reclassification adjustments for gains realized in net income, net of taxes of $13, $14 and $1 I ~5 

!Net unrealized gains (losses) on marketable securities 

!Minimum Pension Liability Adjustment , net of taxes of $417, $3 7 and $( 185) 

25 

1 

I ~4 
(21) 

7 

51 

(332 

~efined benefit pension and postretirement plans- SFAS No. 158 adoption, net oftaxes of$(5,5pl~ 

!other, net of taxes of $(159), $(20) and $(53) 

!other Comprehensive Income (Loss) 

(7,671 

) 

1(128 

) (17 

) (43 

) 

I 1$ (5,747 

) $ (730 

) $ 197 

The foreign currency translation adjustment in 2006 represents the realization of the cumulative foreign currency 
translation loss of approximately $800 million in connection with the sale of our consolidated interest in Verizon 
Dominicana (see Note 3), as well as unrealized 

gains from the appreciation of the functional currency on our investment in Vodafone Omnitel. The minimum 
pension liability adjustment in 2006 represents the adoption of SF AS No. 158. 

The foreign currency translation adjustment in 2005 represents unrealized losses from the decline in the functional 
currencies of our investments in Vodafone Omnitel, Verizon Dominicana and CANTY. The foreign currency 
translation adjustment in 2004 represents unrealized gains from the appreciation of the functional currencies at 
Verizon Dominicana and our investment in Vodafone Omnitel as well as the realization of the cumulative foreign 
currency translation loss in connection with the sale of our 20.5% interest in TELUS (see Note 4), partially offset 
by unrealized losses from the decline in the functional currency on our investment in CANTY. 

During 2005, we entered into zero cost euro collars to hedge a portion of our net investment in Vodafone Omnitel. 
As of December 31, 2005, our positions in the zero cost euro collars have been settled. During 2004, we entered 
into foreign currency forward contracts to hedge our net investment in Verizon Information Services Canada and 
TELUS (see Note 3). In connection with the sales ofthese interests in the fourth quarter of2004, the unrealized 
losses on these net investment hedges were realized in net income along with the corresponding foreign currency 
translation balance. 

As discussed in Note 15, we adopted SFAS No. 158 effective December 31, 2006, which resulted in a net decrease 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 

Ill Ill 
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to shareowners' investment of $6,883 million. 

The changes in the minimum pension liability in 2005 and 2004 were required by accounting rules for certain 
pension plans based on their funded status (see Note 15). In connection with our adoption of SF AS No. 158 on 
December 31, 2006, we no longer record a minimum pension liability adjustment as a discrete component of 
Accumulated Other Comprehensive Loss. 

The components of Accumulated Other Comprehensive Loss are as follows: 

dollars in millions) 

t December 31, 

foreign currency translation adjustments 

329 

(867 

Rnrealized gains on net investment hedges 

Rnrealized derivative losses on cash flow hedges 

Rnrealized gains on marketable securities 

Minimum pension liability 

pefined benefit pension and postretirement plans- SFAS 158 adoption 

ther 

006 

2005 

I 1$ 

$ 

) 

I ~ 

2 

I 1(13 

) 

(27 

) 

I ~4 

10 

I t 
(788 

) 

I 1(7,671 

) 

(241 

) 

(113 

) 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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[Accumulated other comprehensive loss 

(7,530 

(1,783 

) 

$ 

) 

As discussed above, the change in foreign currency translation adjustments during 2006 is due primarily to the sale 
ofVerizon Dominicana (approximately $800 million). Foreign currency translation adjustments at year-end 2006 
is primarily comprised of unrealized gains in the functional currencies at Vodafone Omnitel, partially offset by 
unrealized losses of approximately $400 million at CANTY. The reduction in our minimum pension liability 
adjustment balance to zero at year-end 2006 is due to the adoption of SFAS No. 158. 

~ote 19 
~dditional Financial Information 

The tables that follow provide additional financial information related to our consolidated financial statements: 

Income Statement Information 

dollars in millions) 

~ears Ended December 31, ~006 II poos 
2004 

pepreciation expense 1$ 13,122 II 1$ 
12,171 $ 

12,169 

~nterest cost incurred ~,811 II I 
2,481 

2,513 

!capitalized interest I 1(462 ~ I j(352 

) (177 

) 

fAdvertising expense I ~,271 II I 
1,844 

1,617 

Balance Sheet Information 

(dollars in 

Ill 

II I 

II I 

II I 

II I 

II I 
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millions) 

t December 31, 

kccounts Payable and Accrued Liabilities 

fAccounts payable 

4,392 

2,620 

fAccrued expenses 

fAccrued vacation, salaries and wages 

~nterest payable 

ccrued taxes 

14,320 

11,747 

lather Current Liabilities 

fAdvance billings and customer deposits 

2,226 

1,964 

pividends payable 

006 

2005 

I I I I 

1$ I I 

$ 

I I I I 

2,982 

2,891 

I I I I 

3,575 

3,179 

~14 I I 

573 

2,757 

2,484 

$ 

$ 

I I I I 

I I 
$ 

I I I I 
1,199 
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ther 

8,091 

5,395 

Cash Flow Information 

Rears Ended December 31, 

Cash Paid 

~ncome taxes, net of amounts refunded 

~nterest, net of amounts capitalized 

~upplementallnvesting and Financing Transactions 

leash acquired in business combination 

~ssets acquired in business combinations 

~iabilities assumed in business combinations 

~ebt assumed in business combinations 

I 

I 

1,137 

4,666 

2,294 

$ 

$ 

dollars in millions) 

~006 
2005 

2004 

1$ 3,299 

$ 4,189 

$ 152 

~,103 
2,025 

2,226 

I 

~,361 

118,511 

635 

8 

17,813 

35 

~,169 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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9 

!shares issued to Price to acquire limited partnership interest in VZ East (Note 2) 11,007 I I 

Note 20 
Guarantees of Operating Subsidiary Debt 

Verizon has guaranteed the obligations of two wholly-owned operating subsidiaries: $480 million 7% debentures 
series B, due 2042 issued by Verizon New England Inc. and $300 million 7% debentures series F issued by 
Verizon South Inc. due 2041. These guarantees are full and unconditional and would require Verizon to make 
scheduled payments immediately if either of the two subsidiaries failed to do so. Both of these securities were 
issued in denominations of $25 and were sold primarily to retail investors and are listed on the New York Stock 
Exchange. SEC rules permit us to include condensed consolidating financial information for these two subsidiaries 
in our periodic SEC reports rather than filing separate subsidiary periodic SEC reports. 

Below is the condensed consolidating financial information. Verizon New England and Verizon South are 
presented in separate columns. The column labeled Parent represents Verizon's investments in all of its 
subsidiaries under the equity method and the Other column represents all other subsidiaries ofVerizon on a 
combined basis. The Adjustments column reflects intercompany eliminations. 

dollars in millions) 

ondensed Consolidating Statements oflncome Y e r nded December 31, 0 

V erizon South Other Adjustments Total 

pperating revenues 1$ II 1$ 3,852 II 1$ 858 II 1$ 84,208 II 1$ 
(774 ) $ 88,144 
pperating expenses I 1164 II ~,685 II ~34 II 171,062 II 1(774 

) 74,771 
!operating Income (Loss) I 1(164 ~I 1167 II ~24 II 113,146 II t 

13,373 
~quity in earnings of unconsolidated b~si9esses I ~Jon II 114 II t II 1(708 

) (4,544 ) 773 
pther income and (expense), net I 11,579 II In II 114 II ~83 II 1(1,492 

) 395 
~nterest expense I 1(1,185 ~I 1(174 ~ I 1(54 ~ I 1(961 ~ I ~5 

(2,349 ) 

Minority interest I t II t II t II 1(4,038 ~ I t 
(4,038 ) 

~ncome (loss) before provision for incoilie ~axes, discontil¥¥~ operations aijdlc§mulativ~ ~fjfect of accounfiyg 
change 6,241 18 184 7,722 (6,on 

I I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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) 8,154 

~ncome tax benefit (provision) I ~3 II 1(19 ~ I 1(68 ~ I 1(2,620 ~ I t II I 
(2,674 ) 

~ncome (Loss) Before Discontinued Opefations And cllf!~lative Effect pr .j\ccountf~g I change I ~J214 II I 
(1 ) 116 5,102 (6,011 

) 5,480 

~ncome on discontinued operations, net lofltax lld7 ~ I t I I t II ~36 II I 
759 

!cumulative effect of accounting change( n~t of tax I t I I t I I t I 11(12 II I 
) (42) 

Net Income I 1$ 6,197 II 1$ (1 ~I 1$ 116 II 1$ 5,896 II 1$ II I 
(6,011 ) $ 6,197 

dollars in millions) 

ondensed Consolidating Statements oflncome Year n ed December 31, 20 

V erizon South Other Adjustments Total 

pperating revenues I 1$ II 1$ 3,936 II 1$ 907 II 1$ 6S,l72 II 1$ II I 
(497 ) $ 69,SlS 
pperating expenses I Is II 13,62S II ~S4 II ls3,114 II 1(497 II I 

) S6,937 
!operating Income (Loss) I lcs ~ I 13os II ~23 II I12,0SS II 1- II I 

12,SS1 

~quity in earnings of unconsolidated busihe§ses 1 ~,~9s II ~3 II 1- II ~73 II I 
(6,30S ) 6S6 

pther income and (expense), net I ls37 II 1(4 ~ I ~ II I ISO II 1(40S II I 
) 311 

~nterest expense I less ~ I bn ~ I 1(63 ~I b,SS4 ~ I l1s II I 
(2,129 ) 

Minority interest I 1- II 1- II 1- II jo,OOl ~ I 1- II I 
(3,001 ) 

~ncome before provision for income taxes lan~ discontinued ~~efations 1 r,ll69 II I Iss II 1166 II I 
7,6S6 (6,69S ) S,44S 

~ncome tax benefit (provision) ~2S II 1(40 ~ I 1(62 ~I lc2,S47 ~ I 1- II I 
(2,421 ) 

~ncome Before Discontinued Operation$ rl3#7 II Ius II 1104 II ls,I09 II I 
(6,69S ) 6,027 

~ncome on discontinued operations, net o~ tak I 1- I I 1- I I 1- I 111,1370 II I 
1,370 

Net Income I 1$ 7,397 II 1$ liS II 1$ 104 II 1$ 6,479 II 1$ II I 
(6,69S ) $ 7,397 
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dollars in millions) 

ondensedConsolidatingStateme ts flncome YearEnded e e ber31,2004 rent erizon New England erizon South 

Other Adjustments Total 

pperating revenues Ill$ 3,955 Ill$ 934 Ill$ 61,224 Ill$ (362 Ill 
$ 65,751 

pperating expenses I ~6o 1113,664 II r11 1115o,6o2 lllc362 Ill 
54,SS1 

!operating Income (Loss) I 1(260 D I ~91 II ~17 11110,622 I II- Ill 
10,S70 

§quity in earnings of uncodso~idated businesses I p(714 11159 I II- 1111,437 Ill 
(7,520 ) 1,690 

pther income and (expenseD, £et Ills Ill 
) S2 

~nterest expense D 11(165 D lis Ill 
(2,336 

Minority interest I 1- I II- I II- lllc2,329 D II- Ill 

605 193 
161 7,732 (7,714 ) 7,977 

~ncome tax benefit (provisi4nJ lllc5o D llc2,223 Ill 
(2,07S 

~ncome Before Discontin~e4 Operations I p(S34 111143 111127 1115,509 Ill 
(7,714 ) 5,S99 

~ncome (loss) on discontinJe4 operations, net ofltd~ lid D II- I II- Ill 
1,935 1,932 

Net Income 1 1$ 7,s31 Ill$ 143 Ill$ 121 111$ 7,444 Ill$ (7,714 Ill 
$ 7,S31 

dollars in millions) 

rondensed Consolidating Balance ~he~ts At December 31, 20~6~ rarent I I ~erizon New Engla~d II ~ ~r~zon South Ill 
Other Adjustments Total 

bash I ~ II~ II~ 111$ 3,219 II~ Ill 
$ 3,219 

!short-term investments I t II ~15 I I ~3 I ll2,186 I I t Ill 
2,434 

bccounts receivable, net I ~ II po5 111104 11110,999 111<921 Ill 
10,891 

pther current assets I ~2,680 111134 II ~8 1115,830 111<32,678 Ill 
5,994 

[Total current assets I ~2,684 1111,054 111165 11122,234 111<33,599 Ill 
22,538 

flant, property and equipm~nf, net I ~~165 1111,120 II p5,o7o Ill 
82,356 

nvestments in unconsolida e businesses ,048 116 ,488 
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(46,784 ) 4,868 
pther assets ~,045 II ~88 II ~89 11173,550 111(230 Ill 

) 79,042 
~otal Assets I ~ 81,778 II ~ 7,623 II ~ 1,674 Ill$ 178,342 II ~ (80,613 Ill 

) $ 188,804 
pebt maturing within one ~eat I ~I 6,735 II~ 333 Ill$ 232 II~ 33,302 Ill 

$ (32,887 ) $ 7,715 
pther current liabilities I ~,354 1111,032 111182 11121,709 111(712 Ill 

) 24,565 
[Total current liabilities I ~,089 1111,365 II k14 11155,011 111(33,599 Ill 

) 32,280 
~ong-terrn debt I 111,392 II ~,573 II k11 11114,494 111(230 Ill 

) 28,646 
§mployee benefit obligatio£s I 11},k19 1111,625 111259 11116,476 Ill 

30,779 
peferred income taxes ~37 II ~6o II ~o3 11115,170 II t Ill 

16,270 
pther liabilities I ~ lllu1 11119 1113,821 II t Ill 

3,957 
Minority interest I t II t I I t 11128,337 I I t Ill 

28,337 
[Total shareowners' investii{edt I k~,535 1111,389 111362 II k5,o33 Ill 

(46,784 ) 48,535 
otal Liabilities and Sha eo ners' Investme t 81,778 7,623 $ 1,674 178,342 

$ (80,613 $ 188,804 

dollars in millions) 

ondensed Consolidating Balance he ts At December 31,200 rizon South 

Other Adjustments Total 

bash I 1$ Ill$ Ill$ Ill$ 760 Ill$ Ill 
$ 760 

!short-term investments I t II k16 11132 1111,898 I I t Ill 
2,146 

hccounts receivable, net I ko 111910 111142 1118,792 II b,33o Ill 
) 8,534 

pther current assets I 19,365 111166 111185 1117,661 II b,497 Ill 
) 7,880 

[Total current assets I 19,385 1111,292 111359 11119,111 II bo,827 Ill 
) 19,320 

flant, property and equipmeht, I net I l1l 1 ~)146 1111,158 II ~5,682 Ill 

vestments in unconsolidat d usmesses 116 10,015 
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(38,122 ) 4,602 

pther assets 1532 II kn 111390 11170,057 II [23o) Ill 
71,221 

!Total Assets I 1$ 42,511 Ill$ 8,026 Ill$ 1,907 Ill$ 164,865 Ill$ (49,179 Ill 
$ 168,130 

pebt maturing within one ye~r I Ill$ 471 Ill$ 15,999 Ill 
$ (9,804 ) $ 6,688 

pther current liabilities I k,511 1111,049 llln6 11117,299 II b,o23 Ill 
20,012 

[Total current liabilities I k,533 1111,520 I 11176 1 1133,298 II bo,827 Ill 
26,700 

~ong-terrn debt I In II k,1o2 1119ol II k8,104 II [23o) Ill 
31,569 

~mployee benefit obligationi I 1111,892 11115,342 Ill 
17,693 

peferred income taxes I t 111537 II k2,o14 II t Ill 
22,831 

pther liabilities 111146 1113,050 I I t Ill 
3,224 

Minority interest 
I t II t II t II k6,433 I I t Ill 

26,433 

otal shareowners' investm nt 329 36,564 

Total Liabilities and Share ners' Investment $ 42,511 $ 8,026 $ 1,907 $ 164,865 

$ (49,179 $ 168,130 

dollars in millions) 

ondensed Consolidating Statemen~s ~f Cash Flows Year End~d ~~cember 31, 2006 I ~·rent I I ~erizon New England I I ~erizon South Ill 
Other Adjustments Total 

\Net cash from operating actifit{es Ill$ 1,211 Ill$ 311 Ill$ 22,260 Ill 
$ (5,595 ) $ 24,106 

\Net cash from investing actifides ~ llcn9 lllc14,o32 Ill 
99 (15,616 

\Net cash from financing actifit{es lld.140 ~ llc5,769 Ill 
5,496 

&et Increase in Cash Ill$ 2,459 Ill 
$ 2,459 

dollars in millions) 

rondensed Consolidating Statemen~s ~f Cash Flows Year End~d ~~cember 31, 2005 I ~·rent I I ~erizon New England I I ~erizon South Ill 
Other Adjustments Total 

\Net cash from operating actifit{es Ill$ 831 Ill$ 284 Ill$ 20,242 Ill 
$ (6,937 ) $ 22,025 

GTEOSI00004528 



\Net cash from investing actifit~es I l~l3 I) I [784 I) llc221 1) 1 b6,343 

) (231 ) (18,492 ) 

\Net cash from financing actifit{es I l4,692 I) I K47 I) llc63 1) 1 b,4oo 
) 7,168 (5,034 ) 

~et Decrease in Cash I 1$ Ill$ Ill$ Ill$ (1,501 I) II$ 
$ (1,501 

dollars in millions) 

f:ondensed Consolidating Statemen~s ~f Cash Flows year End4d ~~cember 31, 2004 I r+rent I I ~erizon New England I I ~erizon South 

Other Adjustments Total 

\Net cash from operating actifit{es 11$1 6,650 Ill$ 1,219 Ill$ 282 Ill$ 20,1o4 
$ (6,464 ) $ 21,791 

\Net cash from investing actifit~es I t I I l4ss I) I los I) I b,ss9 
(54 ) (10,343 ) 

\Net cash from financing actifit{es I l4,6so I) I Ks64 I) llc2o7 I) I [s,953 
6,518 (9,856 ) 

&et Increase in Cash Ill$ Ill$ Ill$ 1,592 Ill$ 
$ 1,592 

~ole 21 

Several state and federal regulatory proceedings may require our telephone operations to pay penalties or to refund 
to customers a portion of the revenues collected in the current and prior periods. There are also various legal 
actions pending to which we are a party and claims which, if asserted, may lead to other legal actions. We have 
established reserves for specific liabilities in connection with regulatory and legal actions, including environmental 
matters, that we currently deem to be probable and estimable. We do not expect that the ultimate resolution of 
pending regulatory and legal matters in future periods, including the Hicksville matters described below, will have 
a material effect on our financial condition, but it could have a material effect on our results of operations. 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. In 
September 2005 the Army Corps of Engineers (ACE) accepted the Hicksville site into the Formerly Utilized Sites 
Remedial Action Program. This may result in the ACE performing some or all of the remediation effort for the 
Hicksville site with a corresponding decrease in costs to Verizon. To the extent that the ACE assumes 
responsibility for remedial work at the Hicksville site, an adjustment to a reserve previously established for the 
remediation may be made. Adjustments may also be made based upon actual conditions discovered during the 
remediation at any of the sites requiring remediation. 

There are also litigation matters associated with the Hicksville site primarily involving personal injury claims in 
connection with alleged emissions arising from operations in the 1950s and 1960s at the Hicksville site. These 
matters are in various stages, and no trial date has been set. 

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily 
provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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Subsequent to the sale ofVerizon Information Services Canada (see Note 3), we continue to provide a guarantee to 
publish directories, which was issued when the directory business was purchased in 2001 and had a 30-year term 
(before extensions). The preexisting guarantee continues, without modification, following the sale ofVerizon 
Information Services Canada. As a result of the Idearc spin-off, we continue to be responsible for this guarantee. 
The possible financial impact of the guarantee, which is not expected to be adverse, cannot be reasonably estimated 
since a variety of the potential outcomes available under the guarantee result in costs and revenues or benefits that 
may offset. In addition, performance under the guarantee is not likely. 

As of December 31, 2006, letters of credit totaling $223 million had been executed in the normal course of 
business, which support several financing arrangements and payment obligations to third parties. 

We have several commitments primarily to purchase network services, equipment and software from a variety of 
suppliers totaling $812 million. Of this total amount, $566 million, $164 million, $53 million, $11 million, $5 
million and $13 million are expected to be purchased in 2007, 2008, 2009, 2010, 2011 and thereafter, respectively. 

Note 22 

Quarterly Financial Information (Unaudited) 

dollars in millions, except per share amounts) 

I I I 

I I I I I ~come Before Discontinued Operations 

uarter Ended 

Per Share- Basic Per Share- Diluted Net Income 

006 

!March 31 1$ 21,221 1$ 3,175 1$ 1,282 1$ .44 
$ .44 $ 1,632 

~une 30 I ~1,876 ~,217 11,263 [43 

.43 1,611 

!september 30 
I ~2,449 I ~,537 11,545 [53 

.53 1,922 

~ecember 31 
I ~2,598 

I 
~,444 11,390 [48 

.48 1,032 

005 

March 31 1$ 16,785 1$ 2,828 1$ 1,407 1$ .51 

$ .50 $ 1,757 

[une 30 
I 117,177 13,561 11,804 1.65 
.65 2,113 

!september 30 
I 117,629 I 13,040 11,506 1.54 
.54 1,869 

I 

I I 
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pecember 31 117,927 11,310 1.47 
.47 1,658 

esults of operations for the first quarter of 2006 include after-tax charges of $16 million for the early extinguishment of debt related to the 

MCI merger, $28 million for costs associated with the relocation to Verizon Center, $42 million for the impact of accounting for share based payments, and 

$3 5 million for merger integration costs. 

with the relocation to V erizon Center and $186 million for severance, pension and benefits charges. 

with the relocation to V erizon Center and $17 million for severance, pension and benefits charges. 

with the relocation to Verizon Center, $55 million severance, pension and benefits charges, $541 million for the loss on sale ofVerizon Dominicana included 

in discontinued operations, and $10 I million for costs associated with the spin-off of our directories publishing business. 

Hawaii, tax benefits of $242 million associated with prior investment losses and a net tax provision of $206 million related to the repatriation offoreigu 

earnings under the provisions of the American Jobs Creation Act of2004. 

airlines experiencing financial difficulties. 

Income before discontinued operations per common share is computed independently for each quarter and the sum of the quarters may not equal the annual 
amount. 

Disposition of Businesses and Investments 

Telephone Access Lines Spin-off 

On January 16, 2007, we announced a definitive agreement with FairPoint Communications, Inc. (FairPoint) that 
will result in Verizon establishing a separate entity for its local exchange and related business assets in Maine, 
New Hampshire and Vermont, spinning off that new entity to Verizon shareowners, and immediately merging it 
with and into FairPoint. 

Upon the closing of the transaction, Verizon shareowners will own approximately 60 percent of the new company 
and FairPoint stockholders will own approximately 40 percent. Verizon Communications will not own any shares 
in FairPoint after the merger. In connection with the merger, Verizon shareowners will receive one share of 
FairPoint stock for approximately every 55 shares ofVerizon stock held as ofthe record date. Both the spin-off and 
merger are expected to qualify as tax-free transactions, except to the extent that cash is paid to Verizon 
shareowners in lieu of fractional shares. 

The total value to be received by Verizon and its shareowners in exchange for these operations will be 
approximately $2,715 million. Verizon shareowners will receive approximately $1,015 million of FairPoint 
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common stock in the merger, based upon FairPoint's recent stock price and the terms of the merger agreement. 
Verizon will receive $1,700 million in value through a combination of cash distributions to Verizon and debt 
securities issued to Verizon prior to the spin-off. Verizon may exchange these newly issued debt securities for 
certain debt that was previously issued by Verizon, which would have the effect of reducing Verizon's then­
outstanding debt. 

CANTV 

During the second quarter of 2006, we entered into a definitive agreement to sell our indirect 28.5% interest in 
CANTY to an entity jointly owned by America M6vil and Telmex for estimated pretax proceeds of $677 million. 
Regulatory authorities in Venezuela never commenced the formal review of that transaction and the related tender 
offers for the remaining equity securities of CANTY. On February 8, 2007, after two prior extensions, the parties 
terminated the stock purchase agreement because the parties mutually concluded that the regulatory approvals 
would not be granted by the Government. 

In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic. The MOU provides that the Republic will offer to purchase all of the equity securities of 
CANTY through public tender offers in Venezuela and the United States at a price equivalent to $17.85 per ADS. 
If the tender offers are completed, the aggregate purchase price for Verizon's shares would be $572 million. If the 
2007 dividend that has been recommended by the CANTY Board is approved by shareholders and paid prior to the 
closing of the tender offers, this amount will be reduced by the amount of the dividend. Verizon has agreed to 
tender its shares if the offers are commenced. The Republic has agreed to commence the offers within forty-five 
days assuming the satisfactory completion of its due diligence investigation of CANTY. The tender offers are 
subject to certain conditions including that a majority of the outstanding shares are tendered to the Government 
and receipt of regulatory approvals. Based upon the terms of the MOU and our current investment balance in 
CANTY, we expect that we will record a loss on our investment in the first quarter of 2007. The ultimate amount 
of the loss depends on a variety of factors, including the successful completion of the tender offer and the 
satisfaction of other terms in the MOU. 

Redemption of Debt 

On January 8, 2007, we redeemed the remaining $1,580 million of the outstanding Verizon Communications Inc. 
floating rate notes due 2007. The gain/(loss) on this redemption was immaterial. 

Name 

Verizon California Inc. 

Verizon Delaware LLC. 

Verizon Florida LLC. 

Verizon Maryland Inc. 

Verizon Communications Inc. and Subsidiaries 
Principal Subsidiaries of Registrant at December 31, 2006 

I 

~urisdiction of Organization 

!california 

pelaware 

florida 

~aryland 

EXHIBIT 21 
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Verizon New England Inc. INewYork 

Verizon New Jersey Inc. !New Jersey 

Verizon New York Inc. !New York 

Verizon North Inc. ~isconsin 

Verizon Northwest Inc. ~ashington 

Verizon Pennsylvania Inc. fennsylvania 

Verizon South Inc. Krirginia 

GTE Southwest Incorporated (d/b/a Verizon Southwest) I Delaware 

Verizon Virginia Inc. Krirginia 

Verizon Washington, DC Inc. INewYork 

Verizon West Virginia Inc. ~est Virginia 

Cellco Partnership (d/b/a Verizon Wireless) I Delaware 

Verizon Capital Corp. pelaware 

Verizon Business Global LLC pelaware 

EXHIBIT 23 

Consent of Independent Registered Public Accounting Firm 

We consent to the incorporation by reference in this Annual Report (Form 10-K) ofVerizon Communications Inc. 
(Verizon) of our reports dated February 23, 2007, with respect to the consolidated financial statements ofVerizon, 
Verizon management's assessment of the effectiveness of internal control over financial reporting, and the 
effectiveness of internal control over financial reporting of Verizon, included in the 2006 Annual Report to 
Shareowners of Verizon. 

Our audits also included the financial statement schedule ofVerizon listed in Item 15(a). This schedule is the 
responsibility ofVerizon's management. Our responsibility is to express an opinion based on our audits. In our 
opinion, the financial statement schedule referred to above, when considered in relation to the basic financial 
statements taken as a whole, presents fairly in all material respects the information set forth therein. 

We also consent to the incorporation by reference in the following registration statements ofVerizon and where 
applicable, related Prospectuses, of our reports dated February 23, 2007, with respect to the consolidated financial 
statements of Verizon, Verizon management's assessment of the effectiveness of internal control over financial 
reporting, and the effectiveness of internal control over financial reporting ofVerizon, incorporated by reference in 
this Annual Report (Form 10-K) for the year ended December 31, 2006: Form S-8, No. 333-66459; Form S-8, No. 
333-66349; Form S-4, No. 333-11573; Form S-8, No. 333-41593; Form S-8, No. 333-42801; Form S-4, No. 333-
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76171; Form S-8, No. 333-75553; Form S-8, No. 333-76171; Form S-8, No. 333-50146; Form S-8, No. 333-
53830; Form S-4, No. 333-82408; Form S-8, No. 333-82690; Form S-3, No. 333-109028-01; Form S-3, No. 333-
106750; Form S-8, No. 333-105512; Form S-8, No. 333-105511; Form S-8, No. 333-118904; Form S-8, No. 333-
123374; Form S-4, No. 333-124008; Form S-8, No. 333-124008; Form S-4, No. 333-132651; Form S-8, No. 333-
134846; Form S-8, No. 333-137475; and Form S-3, No. 333-138705. 

Ernst & Young LLP 

Ernst & Young LLP New York, New York 

February 23, 2007 

EXHIBIT 31.1 

I, Ivan G. Seidenberg, certify that: 

11. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

~.The I registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

I (b )D~signeR such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 

accounting principles; 

I ( c )E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 
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I (d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 

affect, the registrant's internal control over financial reporting; and 

Is. [The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 
directors (or persons performing the equivalent functions): 

I( a) [An significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy frayd, whether or not material, that involves management or other employees who have a significant role 

in the registrant's internal control over financial reporting. 

I I 

Date: March 1, 2007 Vsl ~van G. Seidenberg 

I ~van G. Seidenberg Chairman and 

Chief Executive Officer 

EXHIBIT 31.2 

I, Doreen A. Toben, certify that: 

l1. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

~.Thelregistrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

I (b )D~signea such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 

accounting principles; 
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I (c)E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 

I (d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 

affect, the registrant's internal control over financial reporting; and 

Is. [The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons performing the equivalent functions): 

I( a) fAll significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy frayd, whether or not material, that involves management or other employees who have a significant role 

in the registrant's internal control over financial reporting. 

I I 

I I 

Date: March 1, 2007 Vsl poreen A. Toben 

I 
poreen A. Toben Executive Vice 

President and Chief Financial Officer 

EXHIBIT 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Ivan G. Seidenberg, Chairman and Chief Executive Officer ofVerizon Communications Inc. (the "Company"), 
certify that: 

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2006 (the 
"Report") fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the 
"Exchange Act"); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company as of the dates and for the periods referred to in the 
Report. 

I I 

Date: March 1, 2007 
I Vsl Ivan G. Seidenberg 

I I Ivan G. Seidenberg 
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Chairman and Chief Executive Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 

EXHIBIT 32.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Doreen A. Toben, Executive Vice President and Chief Financial Officer ofVerizon Communications Inc. (the 
"Company"), certify that: 

(1) the report of the Company on Form 10-K for the annual period ending December 31, 2006 (the 
"Report") fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the 
"Exchange Act"); and 

(2) the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company as of the dates and for the periods referred to in the 
Report. 

I I 

Date: March 1, 2007 I Vsl Doreen A. Toben 

I I 
Doreen A. Toben Executive 

Vice President and Chief Financial Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 
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!common Stock, $.10 par value I INew York, Philadelphia, Chicago, 

London, Swiss, Amsterdam and Frankfurt Stock Exchanges 

Securities registered pursuant to Section 12(g) of the Act: 

None 

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the 
Securities Act. Yes ./ No 
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for the past 90 days. Yes./ No_ 
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definitive proxy or information statements incorporated by reference in Part Ill of this Form 1 0-K or any 
amendment to this Form 1 O-K 

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non­
accelerated filer or a smaller reporting company. See the definitions of "large accelerated filer", 
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!Large accelerated filer ./ ~ccelerated filer I !Non-accelerated filer II 
Smaller reporting company _ 

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). 
Yes No~ 

At June 29, 2007, the aggregate market value of the registrant's voting stock held by non-affiliates was 
approximately $123,306,030,000. 

At January 31, 2008, 2,870,955,142 shares of the registrant's common stock were outstanding, after 
deducting 96,654,977 shares held in treasury. 

Documents incorporated by reference: 
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and II). 

Portions of the registrant's Proxy Statement prepared in connection with the 2008 Annual Meeting of 
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I PART I Item 1. Business 

General 

Verizon Communications Inc. (Verizon) is one of the world's leading providers of communications services. 
Formerly known as Bell Atlantic Corporation, we were incorporated in 1983 under the laws of the State of 
Delaware. We began doing business as Verizon Communications on June 30, 2000 following our merger with 
GTE Corporation. We completed our merger with MCI on January 6, 2006, and its operations are now part of our 
wireline business. Stressing diversity and commitment to the communities in which we operate, we have a highly 
diverse workforce of approximately 235,000 employees. 

Our principal executive offices are located at 140 West Street, New York, New York 10007 (telephone number 
212-395-1000). 

We have two primary reportable segments, Wireline and Domestic Wireless, which we operate and manage as 
strategic business segments and organize by products and services. These segments and principal activities consist 
of the following: 

broadband video and data, next generation Internet protocol (IP) network services, network access, long distance 
and other services. We provide these services to consumers, carriers, businesses and government customers both 

domestically and internationally in 150 countries. 

~omestic Wireless I pomestic Wireless's products and services include wireless voice, data 

products and other value-added services and equipment sales across the United States. 

The following portions of the 2007 Verizon Annual Report to Shareowners are incorporated into this Report: 

I· I t'Overview" on pages 18 through 19; 

I· "$~gment Results of Operations" on pages 23 through 27 and in Note 17 to the Consolidated Financial 

Statements on pages 66 through 68; and, 

I· "JP\scontinued Operations" and "Extraordinary Item" included in "Consolidated Results of Operations" on page 

23. 

ire line 

Background 

Our Wireline segment comprises two strategic units, Verizon Telecom and Verizon Business. In 2007, Wireline 
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revenues were $50,316 million, representing approximately 54% ofVerizon's aggregate revenues. Our Wireline 
segment is not dependent on any single customer. 

I· I K'erizon Telecom provides voice, video and data services to residential and small business customers in 28 
states and Washington D.C. Verizon Telecom operates a Fiber-to-the-Premises (FTTP) network under the FiOS 
service mark. This advanced fiber-optic network offers sufficient bandwidth for voice, data and video services and 
is designed to handle future broadband and video applications as they are developed. FiOS allows us to offer our 
customers fast, reliable broadband access speeds and high definition video with exceptional clarity and vividness, 

as well as digital voice services. 

I· \1efizon Business provides voice, data, Internet communications, next -generation IP network and Information 
Technology (IT) products and services to medium and large businesses and government customers both 

domestically and internationally. 

In the discussion that follows, revenue amounts for each of the Wireline units exclude intrasegment eliminations of 
$2,846 million. 

Operations 

Verizon Telecom 

Verizon Telecom offers a broad array of telecommunications services, including voice, video and data, network 
access, long-distance and other communications products and services to our residential and small business 
customers. We have organized Verizon Telecom into three marketing units which operate across our telephone 
subsidiaries and focus on specific customer market areas. 

Mass Markets offers broadband and voice services to residential and small business customers. Broadband services 
include High Speed Internet (DSL) and FiOS data and television services. Voice services include long distance 
services, including calling cards, 800/888 and operator services, as well as value-added services, such as voicemail, 
call waiting and caller identification. In 2007, Mass Markets revenues were $21,978 million, representing 
approximately 44% ofWireline's aggregate revenues. Mass Market revenues were derived primarily from 
providing telecommunications services to residential users. 

Wholesale markets our long distance and local exchange network facilities for resale to interexchange carriers, 
competitive local exchange carriers (CLECs), wireless carriers and Internet Service Providers (ISPs). Wholesale 
services include switched access products, high-capacity data products, unbundled network elements (UNEs) and 
interconnection services. In 2007, Wholesale 
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revenues were approximately $8,086 million, representing approximately 16.1% ofWireline's aggregate revenues. 
Approximately 72% of Wholesale revenues were derived from interexchange and wireless carriers. The remaining 
revenues principally came from CLECs, which resell network connection to their own customers. 

Other service offerings include operator services, public (coin) telephone, as well as dial around services including 
10-10-987, 10-10-220, 1-800-COLLECT and prepaid phone cards. In 2007, revenues from these other services 
were $1,862 million, representing approximately 3.7% ofWireline's aggregate revenues. 

Verizon Business 
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Verizon Business offers medium and large business and government customers in the United States and around the 
world advanced voice, data, security, and wireless solutions. Verizon Business derives 85% of its revenue from 
United States operations. Verizon Business provides services to over 70,000 enterprise businesses and government 
agencies, including 97% of the Fortune 500 companies. We have organized Verizon Business into three marketing 
units that focus on specific customers. 

Enterprise Business offers voice, data and Internet communications services to medium and large business 
customers, including multi-national corporations and state and federal governments. Enterprise Business also 
provides value-added services intended to make communications more secure, reliable and efficient. Enterprise 
Business provides managed network services for customers that outsource all or portions of their communications 
and information processing operations and data services such as Private IP, Ethernet, Private Line, Frame Relay 
and ATM services, both domestically and internationally. Enterprise Business revenues in 2007 were $14,677 
million, representing approximately 29% ofWireline's aggregate revenues. 

Wholesale markets domestic and international voice, data and IP services over its global network to carriers and 
service providers, some of whom may compete directly with Verizon at the retail level. These customers purchase 
services on a wholesale basis so that they can transport voice, data and IP traffic without having to build their own 
infrastructure. In 2007, total Wholesale revenue was $3,345 million, representing approximately 6.6% of 
Wireline's aggregate revenues. 

Our International and Other operations serve retail and wholesale customers, including enterprise businesses, 
government entities and telecommunications carriers outside of the United States, primarily in Europe, the Middle 
East, Africa, the Asia Pacific region, Latin America and Canada. These operations provide telecommunications 
services, which include voice, data services, Internet and managed network services. Our revenues from 
International and Other were $3,214 million, representing 6.4% ofWireline's aggregate revenues in 2007. 

Competition 

The wireline telecommunications industry is highly competitive. We expect competition to further intensify with 
traditional, non-traditional and emerging players seeking to capture a larger market share as boundaries between 
products continue to converge. Current and potential competitors include cable companies, wireless service 
providers, other domestic and foreign telecommunications providers, satellite television companies, Internet 
service providers and other companies that offer network services and managed enterprise solutions. Many of these 
companies have a strong market presence, brand recognition, and existing customer relationships, all of which 
contribute to intensifying competition and may affect our future revenue growth. 

We believe that cable operators represent the largest overall threat to our wireline business. Cable operators have 
increased the size and digital capacity of their networks so that they can offer more digital products and services. 
We continue to market competitive bundled offerings that include high-speed Internet access, digital television and 
voice services. Several major cable operators also offer bundles with wireless services through strategic 
partnerships or alliances. 

Wireless substitution has been an ongoing competitive trend which we expect to continue, as wireless companies 
position their service as a landline alternative. We also face increasing competition from companies that provide 
Voice over Internet Protocol (VoiP) services. These services use the Internet or private broadband networks to 
transmit voice communications. VoiP services are available from a wide range of companies including cable 
companies, national VoiP providers and regional service providers. Internet portal providers are also entering our 
competitive space, offering free or inexpensive voice calling from instant messaging clients, encouraging video 
bypass by offering and enabling video content to PCs, selling content and applications such as gaming, music and 
business productivity tools and obtaining advertising revenues from web-based directory assistance and Internet 
search services. 

As a result of the Telecommunications Act of 1996, which requires us to allow potential competitors to purchase 
our services for resale, or access components of our network on an unbundled basis (UNEs) at a prescribed cost, 
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competition in our local exchange markets continues to increase. Our telephone operations generally have been 
required to sell their services to CLECs at significant discounts from the prices our telephone operations charge 
their retail customers. The scope of these obligations going forward and the rates we receive, are subject to ongoing 
review and revision by the Federal Communications Commission (FCC) and state regulators. See "Regulatory and 
Competitive Trends" in the 2007 Verizon Annual Report to Shareowners. 
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We believe the following are the most important competitive factors and consumer trends in the wireline industry: 

Network bandwidth (speed): As both consumers and small business customers look to do more online and leverage 
high speed connections for entertainment, communications, and productivity, we expect broadband penetration 
will continue to increase over the next several years, although at a slower rate due to market maturity. As online 
and online-enabled activities increase, so will bandwidth requirements, both downstream and upstream. To 
succeed, Verizon and other network-based providers must ensure that their networks can deliver against these 
increasing bandwidth requirements. We are continuing to build out our FiOS network to be able to meet the future 
demands of our residential and business customers. 

Pricing: Pricing will be a significant factor in two key areas. First, in the competition between cable and 
telecommunications companies, pricing will be used to capture market share from incumbents. Second, pricing is 
significant as non-traditional modes of providing communication services emerge and redefine existing categories. 
Portal-based and VoiP calling is free or nearly free to customers and is often supported by advertising revenues. 
Customers will be increasingly exposed to these dramatically reduced prices and this will place increasing pressure 
on traditional communications services. 

Product differentiation: As a result of pricing pressures, providers will need to differentiate their products. Verizon 
believes that there are many market trends that provide potential opportunities. Customers are shifting from an 
access to an applications mindset and are focused on how they can leverage their broadband and video connections. 
Personalization and increased mobility are critical, enabling customers to obtain products and services on demand. 
Converged feature sets, such as integrated wireless and wireline functionality, are becoming similarly important, 
enabled by both customer demand and technological advancement. 

Distribution channel reach: As products are becoming more experiential, customers are requiring a "hands-on" 
demonstration before they make a purchase commitment. One way for us to satisfy this customer need is through 
the use of a retail store presence. Competitors are offering their products through both their own internal channels 
such as the Internet and call centers, and also by partnering with retailers to showcase products. Small business 
customers require more and more hands-on consultation, and we are aligning our channel mix to address this 
need. 

Network 

As of December 31, 2007, our wireline network included more than 41 million wireline access lines, 8.2 million 
broadband connections and 943,000 FiOS TV customers nationwide. Our business strategy is to be the premier 
broadband and entertainment service provider in the mass market, while maintaining the level of network 
reliability currently provided by our telephony network. We are executing on this strategy by deploying FTTP 
access technologies that replace copper loop facilities with fiber optic cables. FTTP provides the highest possible 
bandwidth to the customer premise, based on current technology. The FTTP deployment also allows us the 
flexibility to more easily adapt our facilities to future product development. New optical terminals can be added to 
the FTTP network, providing greater bandwidth and new services without any additional field construction. To 
further differentiate our network, we began deploying Gigabit Passive Optical Network (GPON) technology in 
2007. GPON technology will continue to support the services we offer today, while allowing for the introduction of 
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new services through improved downstream and upstream capacity. 

In conjunction with the evolution of our access plant, we are also transitioning our metro (local) network 
infrastructure from traditional TDM/SONET (Synchronous Optical Network)/ATM technologies to Ethernet over 
Dense Wavelength Division Multiplexing (DWDM). In 2007 we began to deploy Reconfigurable Optic Add Drop 
Multiplexer (ROADM) nodes in the transport network. As a result, the new optical transport network provides 
features optimized for video distribution services and high speed data services, while maintaining the level of 
network reliability achieved with SONET. 

To fully leverage this new network infrastructure and allow for the more efficient sharing of our network across 
services, we are upgrading our multiplexing and routing infrastructure to use IP, Ethernet and MPLS (Multi 
Protocol Label Switching) technologies. In addition, we are migrating from traditional TDM-based voice switching 
to VoiP. This migration lowers the lifecycle cost of current data and voice services and creates a network which 
can offer future multi-media communications services by adding service platforms without requiring widespread 
network upgrades. In keeping with our strategy of leading in network reliability, our service infrastructure utilizes 
our managed, Quality of Service-enabled resilient IP network rather than the Internet. 

We advanced our goal of becoming a leading IP Services provider to the global business market by acquiring one 
of the most expansive IP networks in the world through the MCI merger in 2006. In 2007, we focused on growing 
our Ethernet infrastructure to support the full range of Ethernet private line and E-LAN services locally, 
domestically and globally. To lower the access cost and provide significant services flexibility, we are using a 
converged packet access strategy that replaces the private circuit -based customer access and aggregates traffic from 
multiple customers onto a shared Ethernet and MPLS network. We have also focused on the expansion of the 
Private IP network (PIP) to serve all key international markets with managed Quality of Service (QoS)-aware IP 
Virtual Private Network (VPN) services. Verizon's Public IP network is now interconnected to PIP through 
Security Gateway platforms that allow business customers to extend the reach of their private virtual networks to 
'off-net' sites, such as employees' homes, small branch offices and mobile work forces. These enhancements 
extend our IF-services reach across the globe. 

We continue to focus on emerging optical transport technologies and expansion of our network to lower overall 
cost. We are integrating Ethernet, SONET and Optics, and Ultra Long Haul technologies. In addition, we are 
deploying a new, next generation undersea cable technology though the Trans-Pacific Express (TPE) connecting 
the west coast of the United States to China, Korea and Taiwan. 
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Wireline Offerings 

Verizon Telecom's strategy is to be the customer's first choice for communications and entertainment services. We 
offer a variety of packages for these services that we believe are competitively priced. 

Voice Services: We offer packages that include local exchange services, regional and long distance services, VoiP 
services, wire maintenance, as well as voice messaging and value-added services. Value-added services expand the 
utilization of our network and include products such as Caller ID, Call Waiting and Return Call. In 2007 we also 
began offering in most markets a new calling plan that bundles landline and wireless services, with calling features 
and unlimited calling between a customer's home phone and wireless handset, all on a single bill. 

Data Services: We offer high speed DSL and FiOS broadband data products with varying downstream and 
upstream processing speeds. In 2007 we introduced a new, symmetrical FiOS Internet service with download and 
upload speeds of up to 20 Mbps. Our data packages include technical support, anti -virus and spam protection, and 
email online storage. 
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Video Services: We offer FiOS TV, Verizon's fiber-optic video service, and a variety ofDIRECTV packages that 
are delivered over satellite systems. FiOS TV provides access to more than 200 all-digital channels and up to 31 
high definition channels and now is available to more than 5 million homes across 13 states: New York, New 
Jersey, California, Delaware, Texas, Florida, Maryland, Pennsylvania, Indiana, Massachusetts, Virginia, Rhode 
Island and Oregon. Innovative features that differentiate FiOS TV from the competition include: 

I· dbJmnel Line-up- We designed the channel line-up with the viewer in mind, grouping channels by category so 

viewers can easily find all of the shows within a particular genre. 

I· l-J,igh Definition Content- We offer up to 31 channels in high definition with exceptional clarity and vividness 

and clear digital sound (Dolby 5.1) enabled by the fiber network. 

I· vrdeo on Demand- We offer access to as many as 10,000 movies and shows via subscription, transactional and 

free on-demand programming, including high definition video on demand. 

I· Idtfractive Media Guide - Our FiOS TV guide helps customers quickly and easily find content from television 

listings, video on demand catalogs and their own personal music and photo files. 

I· ~abe Media DVR -Our multi-room digital video recorder also includes the Interactive Media Guide. 

I· Fj(ps TV Widgets - Viewers get one-touch, on demand access to local weather, traffic and community 

information, shown at the bottom of the television screen. 

I· PHsonalized Settings and Controls - Parents can manage the content received on their televisions. 

Verizon Business products may be classified under either Core or Strategic Services. Core services comprise 76% 
ofVerizon Business revenue and include traditional voice and data services, as well as the sale, installation, and 
maintenance of customer premises equipment (CPE). The market for these services is declining as customers 
migrate to newer technologies. 

Core Services: Verizon has the experience, reliability, and product depth to support voice solutions globally. Core 
Services provide a comprehensive product portfolio and a convergence plan for present and future VoiP services. 
Core Data services include Frame Relay, ATM, and Private Line access technologies. Additionally, Verizon 
Business provides CPE and value added services such as installation, maintenance, and site services and supports a 
wide variety of technology partners in both the voice and data arenas. 

Strategic Services: Strategic Services comprise 24% ofVerizon Business revenue. Our service offerings can be 
grouped into three main categories: IP and data services, including connectivity to the Internet; managed IT and 
professional services, including security; and advanced voice services. Verizon Business offers IP Services, 
including IP Contact Center solutions, Internet, IP Communications, Private IP (MPLS), and Secure Gateway 
services. With professional services personnel in more than 30 countries to assist customers in adopting new IT 
solutions, including application management, infrastructure services, unified communications, contact center 
solutions, and security and business continuity services, Verizon Business seeks to transform the way enterprises 
operate today. 
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Customers can choose to purchase customized packages of services, which they can manage internally or we can 
manage for them. These services include: 

I· Pfipate IP - Our fastest growing service around the world, MPLS - based solutions, enable customers to securely 
leverage the efficiency, performance and value ofiP. MPLS solutions increase the speed of network traffic as it 

travels over various platforms- IP, ATM and Frame Relay. 

I· A{{haged Services- Offers companies the opportunity to realize the simplicity, efficiency and total cost-of-
ownership savings of outsourcing the management of their networks, security, remote access, and web applications. 

I· 4lerprise Mobility - Enables customers to remotely access the power of our global IP network and leverage 

wireless applications. 

I· Apklications Hosting- Offers housing and managing of corporate software applications and provides content 

delivery for customers. 

I· Qu}tomer Service Management- Provides tools that improve the customers' experience and increases call center 
efficiency and productivity. 

I· sfqurity - Provides integrated solutions to help companies secure their networks and data. 

~omestic Wireless 

Background 

Our Domestic Wireless segment, primarily includes Cellco Partnership doing business as Verizon Wireless 
(Verizon Wireless), which is a joint venture formed in April2000 by the combination of the United States wireless 
operations and interests ofVerizon and Vodafone Group Plc (Vodafone). Verizon owns a controlling 55% interest 
in Verizon Wireless and Vodafone owns the remaining 45%. 

Operations 

Verizon Wireless provides wireless voice and data services across one of the most extensive wireless networks in 
the United States. Verizon Wireless is the largest domestic wireless carrier in terms of total revenue and the most 
profitable, as measured by operating income. We believe, based on publicly available information, that Verizon 
Wireless has the largest base of retail customers, that is, customers who are directly served and managed by 
Verizon Wireless and who buy its branded services. 

Competition 

There is significant competition in the wireless telecommunications industry. Other wireless providers, including 
other cellular and PCS operators and resellers, also serve each of the markets in which we operate. We currently 
compete primarily against three other national wireless service providers: AT&T (formerly Cingular), Sprint 
Nextel and T -Mobile USA. In many markets we also compete with regional carriers, such as ALL TEL, US 
Cellular, Leap and MetroPCS. Competition may increase due to ongoing industry consolidation, if smaller, stand-

GTEOSI0000454 7 



alone wireless providers transfer licenses to larger, better capitalized and more experienced wireless providers. 
Resellers, sometimes referred to as Mobile Virtual Network Operators, who buy bulk wholesale services from 
facilities-based carriers for resale, provide yet another set of differentiated competitors in the marketplace. 

We expect competition for both customers and network usage to intensify for several reasons: the higher 
penetration levels that currently exist in the industry; the development and deployment of new technologies; the 
introduction of new wireless and fixed line products and services; new market entrants; the availability of 
additional spectrum, both licensed and unlicensed; and regulatory changes. For example, we face increased 
competition from the use of other high-speed wireless technologies, such as Wi-Fi and WiMAX, which are being 
deployed to meet the growing customer appetite for wireless communications. In addition, some cable companies 
have partnered with wireless carriers, acquired wireless spectrum and introduced wireless offerings in some of 
their markets. We are also experiencing competition from providers of fixed line VoiP services, which displace in­
building usage from cellular/PCS carriers. Additionally, as wireless data use increases, content is becoming an 
increasingly significant factor in the appeal of these services. This may give content providers and other 
participants in the wireless value chain opportunities for increased leverage and/or opportunities to compete for 
wireless data revenues. 

We believe that the following are the most important competitive factors in our industry: 

I· I Retwork Reliability, Capacity and Coverage. Lower prices, improved service quality and new service 
offerings have led to increased network usage. As a result, the ability to keep pace with network capacity needs and 
offer highly reliable national coverage through one's own network is important. We have an extensive national 
network, and we continue to look for expansion opportunities through the build-out of existing licenses, 
acquisitions and/or spectrum leasing. We own licenses that cover much of the country but we expect to continue 
making significant investments to expand our capacity, extend our coverage area and maintain and improve the 
reliability of our network. Our major competitors also have these needs and they are addressing them in a similar 

manner. 
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I· PrzjcJng . Service and equipment pricing is an important area in which wireless carriers compete, as evidenced by 
recent increases in the marketing of minutes-sharing plans, free mobile-to-mobile calling, as well as offerings of 
larger bundles of included minutes at price points with no roaming or long distance charges. We seek to compete 
in this area by offering our customers services and equipment that they will regard as the best value for the cost. 

I· c44)mer Service . Continued high quality customer service is essential to attract new customers and retain 
existing customers. We believe that the quality of our customer service is a key factor in retaining our customers 
and in attracting both new-to-wireless customers and customers of other carriers who want to switch their wireless 
service. Our competitors also recognize the importance of customer service and are also focusing on improving the 

customer experience. 

I· Prpduct Differentiation . As wireless technologies develop and wireless broadband networks expand, continued 
customer and revenue growth will be increasingly dependent on the development of new and differentiated 
products and services. We are committed to providing customer solutions through the development and rapid 
deployment of new and innovative products and services developed both internally and in collaboration with 
application service providers. In order to expand the availability of a wide range of devices for customers, by the 
end of 2008 customers will have the option to use wireless devices on our nationwide wireless network that are not 

provided by Verizon Wireless but otherwise meet Verizon Wireless technical standards. 
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I· Sa4e} and Distribution . Key to achieving sales success in the wireless industry is the reach and quality of sales 
channels and distribution points. We believe that the optimal mix of direct, indirect and wholesale distribution 
channels is an important ingredient in achieving industry-leading profitability. A goal of our distribution strategy 
is to increase sales through our company-operated stores and our outside sales team, as well as through 
telemarketing and web-based sales and fulfillment capabilities. Supplementing this is an extensive indirect 
distribution network of retail outlets and prepaid replenishment locations, original equipment manufacturers and 

value-added distributors, as well as various resellers who buy our service on a wholesale basis. 

Our success will depend on our ability to anticipate and respond to various factors affecting the industry, including 
the factors described above, as well as new technologies, new business models, changes in customer preferences, 
regulatory changes, demographic trends, economic conditions, and pricing strategies of competitors. 

Network 

A key part of our business strategy is to provide the highest network reliability, which we believe is a key 
differentiator in the United States market and a driver of customer satisfaction. We will continue to expand and 
upgrade our network to provide sufficient capacity and superior coverage throughout our licensed area so that our 
customers can enjoy high-quality, reliable service. In addition, we will continue to explore strategic opportunities 
to expand our overall national coverage through selective acquisitions of wireless operations and spectrum licenses. 
Also, as part of our initiative to provide customers with the option of using wireless devices not provided by 
Verizon Wireless on our nationwide wireless network (see "Domestic Wireless- Competition- Product 
Differentiation"), in early 2008, we will publish the technical interface standards that the development community 
will need in order to design such devices. 

Our network is among the most extensive in the United States, with licensed and operational coverage in 49 of the 
50 largest metropolitan areas. Our existing network covered a population of approximately 263 million and 
provided service to 65.7 million customers as of December 31, 2007. 

Network Technology 

Our primary network technology platform is CDMA, based on spread-spectrum digital radio technology. 1XRTT 
technology is deployed in virtually all of our cell sites nationwide. In 2004, we began deploying EV-DO (Revision 
0), a 3G packet-based technology intended primarily for high-speed data transmission. In 2007, we expanded our 
EV-DO footprint, covering a population of approximately 242 million as of December 31, 2007. In addition, we 
deployed EV-DO (Revision A) throughout this footprint, which allows for even faster data speeds than Revision 0. 

We plan to develop and deploy our fourth generation mobile broadband network using long term evolution (LTE) 
technology developed within the Third Generation Partnership Project standards organization. We believe that 
L TE will provide us with a unique opportunity to adopt an access platform with global scale and compatibility with 
other technologies. The technology is designed to deliver mobile data networks with higher speed and throughput 
performance, lower latency, improved efficiencies and global roaming. 

Spectrum 

We have licenses to provide mobile wireless services on the 800-900 MHz, the 1800 -1900 MHz and on the 1700 
and 2100 MHz portions of the radio spectrum. Collectively, these licenses cover territories in which approximately 
295 million people, or approximately 99% of the estimated United States population, reside. The 800-900 MHz 
portion is used to provide digital cellular voice and data services and it was also used to provide analog service in 
our cellular markets. However, as of February 18, 2008, the FCC no longer requires cellular carriers to provide 
analog service. We are currently shutting down our analog service and expect the shutdown to be complete in 
virtually all of our markets by the end of the first quarter of 2008. We use the 1800-1900 MHz portion of the 
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spectrum to provide digital PCS voice and data services, and we intend to use the 1700 and 2100 MHz portions to 
deploy advanced wireless broadband services. 

We anticipate that we will need additional spectrum to meet future demand and that we can meet such needs by 
purchasing licenses or leasing spectrum from other licensees, or by acquiring new spectrum licenses from the FCC. 
The FCC began conducting an auction of 
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spectrum in the 700 MHz band on January 24, 2008. This spectrum is currently used for UHF television operations 
but by law those operations must cease no later than February 17, 2009. We filed an application on December 3, 
2007, to qualify as a bidder in this auction, and on January 14, 2008, the FCC announced that we and 213 other 
applicants had qualified as eligible to bid in the auction. The FCC determined that bidding in this auction will be 
"anonymous," which means that prior to and during the course of the 
auction(s), the FCC will not make public any information about a specific applicant's upfront deposit or its bids. In 
addition, FCC rules restrict information that bidders may disclose about their participation in the auction. 

Wireless Offerings 

We believe that increasing the value of our service offerings to customers will help us to retain our existing 
customers, attract new customers and increase customer usage, all of which will, in turn, drive revenue and net 
income growth. 

Our service packages are designed around key customer groups, from the young adult market to multinational 
business accounts. We tailor our wireless services, which include both voice and data offerings, and postpaid and 
prepaid pricing options, to the needs of these customers. 

Wireless Services 

Voice services. We offer a variety of packages for voice services with features and competitive pricing plans that 
are predominantly offered on a postpaid basis with a contract term. Specifically, we offer our Nationwide Calling 
Plans, which provide a choice in amounts of bundled minutes together with no roaming or long distance charges 
for calls on our preferred network; family/small group and shared minute plans for multiple-user households and 
small businesses; and plans targeted to business accounts with over 100 lines and national accounts with over 
1,000 lines. In addition, we offer a national prepaid product that enables individuals to obtain wireless voice 
services without a long-term contract by paying in advance. 

Data services. We believe that we are in a strong position to take advantage of the growing demand for wireless 
data services. Our strategy is to continue to expand our wireless data, messaging and multi-media offerings for 
both consumer and business customers. 

We offer an array of data transmission and content services, such as: 

I· NafifmalAccess/BroadbandAccess. We offer our NationalAccess service, which enables applications such as e-
mail, enterprise applications, image downloads and full browsing capabilities for laptop computer users. In 
addition, in areas where our network provides EV-DO coverage, we offer our BroadbandAccess service, which 
provides faster speeds on those applications and enables the provisioning of enhanced data applications that can 

operate at broadband speeds. 

I· Teftland Picture Messaging . With compatible wireless devices, our customers can send and receive text 
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messages, as well as still pictures and full-motion video clips with sound. 

I· V ¢JsT. Our V CAST Video service enables customers to access daily-updated videos from leading content 
providers of news, weather, sports and entertainment programming in areas covered by our EV-DO network. Our 
V CAST Music service enables customers to download music either directly to their V CAST Music-enabled 
handsets or to their personal computers. In addition, our V CAST Mobile TV service provides customers in select 
markets the ability to access television programming such as news, sports, music and comedy through the use of 

TV-enabled handsets. 

I· Gef jt Now . Our Get It Now service enables our customers to download hundreds of applications to their 

handsets, including ringtones, games and wallpaper images . 

I· Mgb(le Web . Our Mobile Web service offers our customers access to content on the Internet through our portal, 
such as web-based e-mail, news, weather and sports and the ability to bookmark their favorite sites for access to 

their preferred content. 

I· vzlflavigator. Our VZ Navigator service enables customers to obtain audible turn-by-turn directions to their 
destinations, locate various points of interest and access other location-related information by using VZ Navigator­

capable wireless devices. 

I· Wif~less Business Solutions - VZOffice . Through our suite of VZOffice services, we provide enterprise customers 
with solutions for accessing the Internet and their corporate intranet, which allow for optimized wireless access to 
the customer's corporate applications or databases. VZEmail, included as part of our VZOffice services, offers a 

compelling suite of products that enables wireless e-mail across our diverse portfolio of wireless devices. 

I· Wif~less Office. Our Wireless Office suite of services offers our wireless business customers, through the use of 
their existing wireless devices, calling features traditionally associated with landline/PBX phones, such as 

abbreviated dialing. 
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Global Services 

We offer a host of global solutions, available on certain of the wireless devices we offer, including GlobalAccess 
and GlobalEmail. This suite of solutions gives customers voice service in more than 185 destinations worldwide 
and data access in more than 100 destinations worldwide. 

Wireless Devices 

We are a service provider of choice for wireless device manufacturers which helps us develop exclusive offers for 
our customers, as well as branded wireless devices that complement our focus on a high-quality customer 
experience. The wireless devices that we offer are predominantly EV-DO enabled, and all of them are compatible 
with our lXRTT network. In addition, all of the handsets that we offer are headphone/earphone compatible and, 
compliant with the FCC's E-911 requirements, through their GPS functionality. 

Marketing 
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We focus our marketing strategy on targeting solutions based on satisfying our customers' needs, promoting our 
brand, leveraging our extensive distribution network and cross-marketing with Verizon's other business units and 
Vodafone. 

We focus our marketing efforts on a coordinated program of television, print, radio, outdoor signage and Internet 
and point -of-sale media promotions. Coordinated marketing efforts throughout our service area ensure that our 
marketing message is consistently presented across all of our markets. Promoting the "Verizon Wireless" brand is 
complemented by Verizon's other brand marketing efforts, reinforcing the awareness of our services in shared 
markets and capitalizing on the size and breadth of Verizon Communications' customer base. 

Sales and Distribution Channels 

Our sales strategy uses a mix of direct, indirect and wholesale distribution channels to increase customer growth 
while reducing customer acquisition costs. 

Our company-operated stores are an important component of our distribution strategy. Our experience has been 
that customers entering through this direct channel are generally higher-value customers who generate higher 
revenue per month on average and are less likely to cancel their service than those who come through other mass­
market channels. We had approximately 2,400 company-operated stores and kiosks (including our "store-within-a­
store" kiosks in Circuit City and BJ' s Wholesale locations) as of December 31, 2007. In addition, our direct 
channel also includes our business-to-business organization, which is focused on supporting the needs of our local, 
regional and national business customers, as well as a telemarketing sales force dedicated to receiving incoming 
calls. We also offer fully-automated, end-to-end, web-based sales of wireless devices, accessories and service in all 
of our markets. 

We have indirect retail locations throughout the United States selling wireless services, including both full-service 
locations and locations selling our prepaid products and services, such as Wal-Mart, Best Buy and Target. We also 
sell wireless access on a wholesale basis, which involves the sale of wholesale access and minutes to independent 
companies that package and resell wireless services to end-users. 

Customer Service, Retention and Satisfaction 

We believe that quality customer service increases customer satisfaction, which reduces churn, and is a key 
differentiator in the wireless industry. We are committed to providing high-quality customer service, investing in 
loyalty and retention efforts and continually monitoring customer satisfaction in all facets of our service. 

While our customer service representatives are available during our normal business hours, we also have 
representatives available 24 hours a day, 7 days a week for emergency and technical customer issues. In addition, 
customers can do business with us at any time, without having to speak with a customer service representative, 
through our enhanced self-service applications via our interactive voice response system, through our web site, and 
via applications accessible from the customer's handset. 

Under our enhanced Worry Free Guarantee, a national retention and loyalty initiative, we commit to provide our 
customers an extensive and advanced network: responsive customer service with end-to-end resolution; the option 
to change at any time to any qualifying price plan without payment of any additional fees or requiring any contract 
extension; a satisfaction guarantee with our "Test Drive" program; an early termination fee that declines each full 
month that a customer remains on their contract; and a handset upgrade credit every two years, provided that the 
customer signs a new two-year contract on a calling plan with at least $35 monthly access. In addition, our "My 
Account Advantage" program offers customers who register with our "My Account" website free back-up 
protection that stores a copy of the customer's phone contact list on a secure website, an annual handset upgrade 
option for qualified customers and periodic notification if the customer exceeds their plan allowance. Another 
major retention and loyalty program is a customer life cycle management program in which we contact customers 
at key points in their service tenure with targeted offers and to provide proactive rate-plan analysis. 
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kecent Developments 

"Recent Developments" included in "Other Factors That May Affect Future Results" on pages 33 through 34 of the 
2007 Verizon Annual Report to Shareowners is incorporated by reference into this Report. 

kegulatory and Competitive Trends 

"Regulatory and Competitive Trends" included in "Other Factors That May Affect Future Results" on pages 34 
through 37 of the 2007 Verizon Annual Report to Shareowners is incorporated by reference into this Report. 

mployees 

As ofDecember 31, 2007, Verizon and its subsidiaries had approximately 235,000 employees. Unions represent 
approximately 40% of our employees. 

~nformation on Our Internet Website 

We make available, free of charge on our website, our annual reports on Form 10-K, quarterly reports on Form 10-
Q, current reports on Form 8-K, and all amendments to those reports as soon as reasonably practicable after such 
material is electronically filed with or furnished to the Securities and Exchange Commission (SEC). Our website 
address is www.verizon.com. This information is included in "Investor Information" on our website. 

11 

Table of Contents<> 

Cautionary Statement Concerning Forward-Looking Statements 

In this Annual Report on Form 10-K we have made forward-looking statements. These statements are based on our 
estimates and assumptions and are subject to risks and uncertainties. Forward-looking statements include the 
information concerning our possible or assumed future results of operations. Forward-looking statements also 
include those preceded or followed by the words "anticipates," "believes," "estimates," "hopes" or similar 
expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements 
contained in the Private Securities Litigation Reform Act of 1995. 

The following important factors, along with those discussed elsewhere in this Annual Report, could affect future 
results and could cause those results to differ materially from those expressed in the forward-looking statements: 

I· I fuaterially adverse changes in economic and industry conditions and labor matters, including 
workforce levels and labor negotiations, and any resulting financial and/or operational impact, in the markets 
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served by us or by companies in which we have substantial investments; 

I· material cijandsl in available technology, including disruption of our suppliers' provisioning of critical products 

or services; 

I· the impact lon quf operations of natural or man-made disasters and any resulting financial impact not covered by 

insurance; 

I· technology! sub$t~tution; 

I· an adverse lcha~ge in the ratings afforded our debt securities by nationally accredited ratings organizations; 

I· the final re~ult§ Qf federal and state regulatory proceedings concerning our provision of retail and wholesale 

services and judicial review of those results; 

I· the effects pf cqmpetition in our markets; 

I· the timing,l scoiP~ and financial impact of our deployment of fiber-to-the-premises broadband technology; 

I· the ability pf V~r~zon Wireless to continue to obtain sufficient spectrum resources; 

I· changes inlour ~gcounting assumptions that regulatory agencies, including the SEC, may require or that result 

from changes in the accounting rules or their application, which could result in an impact on earnings; 

I· the ability Jo cqll{plete acquisitions and dispositions; and 

I· the extent {nd ~iijling of our ability to obtain revenue enhancements and cost savings following our business 

combination with MCI, Inc. 
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litem JA. Risk Factors 

We face significant competition that may reduce our market share and lower our profits. 

We face significant competition in our industry. The rapid development of new technologies, services and products 
has eliminated the traditional lines between local, long distance, wireless, cable and Internet communication 
services and brought new competitors to our markets, including other telephone companies, cable companies, 
wireless service providers, satellite providers, electric utilities, and providers of VoiP services. While these changes 
have enabled us to offer new types of services, they have also allowed other service providers to broaden the scope 
of their own competitive offerings. Our ability to compete effectively will depend on how successfully we anticipate 
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and respond to various competitive factors, including new services that may be introduced by our competitors, 
changes in consumer preferences, demographic trends and pricing pressures. We are subject to more regulation 
and have higher cost structures than many of our competitors, due in part to the presence of a unionized workforce 
and a large retiree population in our wireline business. Accordingly, our competitors may be able to offer services 
at lower prices. The resulting pressure on the price of services we provide may result in reduced revenues and 
profits. In addition, while the workforce of our wireless business is almost entirely non-union, we cannot predict 
what level of success unions may have in organizing this workforce or the potentially negative impact of such labor 
organizing on our costs. 

If we are not able to take advantage of technological developments in the telecommunications industry on a 
timely basis, we may experience a decline in a demand for our services or may be unable to implement our 
business strategy. 

Our industry is experiencing rapid change as new technologies are developed that offer consumers an array of 
choices for their communications needs. In order to grow and remain competitive, we will need to adapt to future 
changes in technology, to enhance our existing offerings and introduce new offerings to address our customers' 
changing demands. If we are unable to meet future advances in competing technologies on a timely basis or at an 
acceptable cost, we could lose customers to our competitors. In general, the development of new services in our 
industry requires us to anticipate and respond to the varied and continually changing demands of our customers. 
We may not be able to accurately predict technological trends or the success of new services in the market. In 
addition, there could be legal or regulatory restraints to our introduction of new services. If these services fail to 
gain acceptance in the marketplace, or if costs associated with implementation and completion of the introduction 
of these services materially increase, our ability to retain and attract customers could be adversely affected. 

While we believe our primary wireless technology platform, CDMA, and its upgrades offer many advantages, 
many competing wireless service providers have chosen GSM or other technologies as the technology platforms for 
their wireless networks. In addition, in November 2007, we announced that we intend to develop and deploy our 
"fourth generation" mobile broadband network using "Long Term Evolution" (L TE). This new technology is 
designed to enable mobile data networks with higher speeds and improved efficiencies. However, there are risks 
that current or future versions of the wireless technologies and evolutionary path that we have selected may not be 
demanded by existing and prospective customers or provide the advantages that we expect. In addition, there are 
risks that other wireless carriers on whom our customers roam may change their technology to other technologies 
that are incompatible with ours. As a result, the ability of our and such other carriers' customers to roam on our 
respective wireless networks could be adversely affected. If these risks materialize, our ability to provide national 
wireless service to our customers, to retain and attract customers, and to maintain and grow our customer revenues 
could be materially adversely affected. 

We depend on key suppliers and vendors to provide equipment that we need to operate our business. 

We also depend upon various key suppliers and vendors to provide us with the equipment that we need to operate 
our business. If these suppliers or vendors fail to provide equipment or service to us on a timely basis, it could have 
an adverse impact on our ability to implement our business strategy and, in addition, we might be unable to satisfy 
the requirements contained in our FCC licenses regarding the construction of our wireless network. These 
suppliers and vendors may be subject to litigation with respect to technology that we depend on for our service 
offerings. 

Changes in the regulatory framework under which we operate could adversely affect our business prospects or 
results of operations. 

Our operations are subject to regulation by the FCC and other federal, state and local agencies. It is impossible to 
predict with any certainty the outcome of pending federal and state regulatory proceedings relating to our provision 
of retail or wholesale services, or the reviews by federal or state courts of regulatory rulings. Unless we are able to 
obtain appropriate relief, existing laws and regulations may inhibit our ability to expand our business and 
introduce new products and services. In addition, the adoption of new laws or regulations or changes to the 
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existing regulatory framework could adversely affect our business plans. For example, the development of new 
technologies, such as Internet Protocol-based services, including VoiP and super high-speed broadband and video, 
could be subject to conflicting regulation between the FCC and various state and local authorities, which could 
significantly increase the cost of implementing and introducing new services based on this technology. In addition, 
the rapid growth of the wireless industry has led to an increase in efforts by some state legislatures and state public 
utility commissions to regulate the industry in ways that may impose additional costs on Verizon Wireless. 
Moreover, many states have also imposed significant taxes on providers in the wireless industry. 
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Natural or man-made disasters may disrupt our operations. 

The occurrence of natural or man-made disasters may disrupt our operations. While we maintain insurance 
coverage for some of these events, the potential liabilities associated with these events could exceed the insurance 
coverage we maintain. Our inability to operate our wireline or wireless networks as a result of such events, even for 
a limited period of time, may result in significant expenses and/or loss of market share to other communications 
providers, which could have a material adverse effect on our results of operations and financial condition. 

We are subject to a significant amount of litigation, which could require us to pay significant damages or 
settlements. 

Our business faces a substantial amount of litigation, including patent infringement lawsuits, antitrust class 
actions, wage and hour class actions, personal injury claims and lawsuits relating to our advertising, sales, billing 
and collection practices. In addition, our wireless business also faces personal injury and consumer class action 
lawsuits relating to alleged health effects of wireless phones or radio frequency transmitters, and class action 
lawsuits that challenge marketing practices and disclosures relating to alleged adverse health effects of handheld 
wireless phones. We may incur significant expenses in defending these lawsuits. In addition, we may be required to 
pay significant awards or settlements. 

litem lB. Unresolved Staff Comments 

None. 

litem 2. Properties 

General 

Our principal properties do not lend themselves to simple description by character and location. Our total 
investment in plant, property and equipment was approximately $214 billion at December 31, 2007 and $204 
billion at December 31, 2006, including the effect of retirements, but before deducting accumulated depreciation. 
Our gross investment in plant, property and equipment consisted of the following at December 31: 

2007 2006 

Network equipment 81.1 % 80.1% 

Land, buildings and building equipment 9.6 9.9 
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urniture and other 9.3 10.0 

100.0 % 100.0% 

Our properties are divided among our operating segments at December 31, as follows: 

2007 2006 

Wire line 75.7 % 76.7% 

Wireless 23.8 22.7 

Corporate and Other 0.5 0.6 

100.0 % 100.0% 

Network equipment consists primarily of cable (predominantly aerial, buried underground or undersea) and the 
related support structures of poles and conduit, wireless plant, switching equipment, transmission equipment and 
related facilities. Land, buildings and building equipment consists of land and land improvements, central office 
buildings or any other buildings that house network equipment, and buildings owned by Verizon that are used for 
administrative and other purposes. Furniture and other consists of public telephone instruments and telephone 
equipment (including PBXs), furniture, office equipment, motor vehicles, plant under construction, capital leases, 
capitalized computer software costs and leasehold improvements. A portion of our property is subject to the liens of 
their respective mortgages securing funded debt. 

The customers of our telephone operations are served by electronic switch systems (analog/digital/packet) that 
provide a wide variety of services. As of December 31, 2007, virtually all of the switched access lines were served 
by digital capability. 

lcapital Expenditures 

We continue to make significant capital expenditures to meet the demand for communications services and to 
further improve such services. Capital spending for Wireline was $10,956 million in 2007, $10,259 million in 
2006 and $8,267 million in 2005. Capital spending for Domestic Wireless was $6,503 million in 2007, $6,618 
million in 2006 and $6,484 million in 2005. 
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litem 3. Legal Proceedings 

Verizon, and a number of other telecommunications companies, have been the subject of multiple class action suits 
concerning its alleged participation in intelligence-gathering activities allegedly carried out by the federal 
government, at the direction of the President of the United States, as part of the government's post-September 11 
program to prevent terrorist attacks. Plaintiffs generally allege that Verizon has participated by permitting the 
government to gain access to the content of its subscribers' telephone calls and/or records concerning those calls 
and that such action violates federal and/or state constitutional and statutory law. Relief sought in the cases 
includes injunctive relief, attorneys' fees, and statutory and punitive damages. On August 9, 2006, the Judicial 
Panel on Multidistrict Litigation ("Panel") ordered that these actions be transferred, consolidated and coordinated 
in the U.S. District Court for the Northern District of California. The Panel subsequently ordered that a number of 
"tag along" actions also be transferred to the Northern District of California. Verizon believes that these lawsuits 
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are without merit and has moved to dismiss them. 

The New York State Department of Environmental Conservation has advised Verizon New York Inc. (VZNY) of 
potential issues in connection with its underground storage tank registration, inspection and maintenance program. 
While VZNY does not believe that any of the alleged conditions has resulted in a release or threatened release, 
aggregate penalties relating to alleged violations could exceed $100,000 because of the number of tanks operated 
by VZNY. VZNY does not believe that the cost of remedying any alleged violations will be material. 

Verizon Wireless is conducting an audit of its cell site, switch and non-retail building facilities under an audit 
agreement with the United States Environmental Protection Agency. The audit while not complete, identified 
potential violations of various laws governing hazardous substance reporting, air permitting and spill plan 
preparation. Although none of the potential violations has resulted in a release or threatened release, aggregate 
penalties relating to alleged violations could exceed $100,000 because of the number of facilities operated by 
Verizon Wireless. Verizon Wireless does not believe that the penalties ultimately incurred and the cost of 
remedying any alleged violations will be material. 

Item 4. Submission of Matters to a Vote of Security Holders 

Not Applicable. 

I Executive Officers of the Registrant 

Set forth below is information with respect to our executive officers. 

Name f'\ge Office Held Since 

van G. Seidenberg ~1 Chairman and Chief Executive Officer 2000 

William P. Barr 57 ~xecutive Vice President and General Counsel 2000 

Thomas A. Bartlett ~9 Senior Vice President and Controller 2005 

ohn W. Diercksen 58 ~xecutive Vice President - Strategy, Development and Planning 

2003 

lshaygan Kheradpir I ~ 7 I ~xecutive Vice President and Chief Information Officer 2007 

ohn F. Killian resident- Verizon Business 2006 

·chard J. Lynch xecutive Vice President and Chief Technology Officer 2007 

~owell C. McAdam I 1531 ~xecutive Vice President and President and Chief Executive Officer-

Verizon Wireless 2007 

Marc C. Reed ~9 ~xecutive Vice President - Human Resources 2004 

Virginia P. Ruesterholz ~6 President- Verizon Telecom 2006 

ohn G. Stratton ~6 ~xecutive Vice President and Chief Marketing Officer 2007 

ennis F. Strigl resident and Chief Operating Officer 2007 

homas J. Tauke xecutive Vice President - Public Affairs, Policy and Communications 

2004 

poreen A. Toben I 15sl ~xecutive Vice President and Chief Financial Officer 2002 

I I 

I I 

I I 
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!catherine T. Webster I Iss I !senior Vice President and Treasurer 200S 

Prior to serving as an executive officer, each of the above officers has held high level managerial positions with the 
company or one of its subsidiaries for at least five years. 

Officers are not elected for a fixed term of office and may be removed from office at any time at the discretion of 
the Board of Directors. 
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PART II 
Item 5. Marketfor Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of 

Equity Securities 

The principal market for trading in the common stock ofVerizon is the New York Stock Exchange. The common 
stock is also listed in the United States on the Chicago and Philadelphia stock exchanges. As of December 31, 
2007, there were 836,237 shareowners of record. 

High and low stock prices, as reported on the New York Stock Exchange composite tape of transactions, and 
dividend data are as follows: 

arket Price 

Cash Dividend Declared 

~007 ~irst Quarter 1$ 38.77 1$ 
35.60 $ .405 

I !second Quarter ~3.99 I I 
36.75 .405 

!Third Quarter ~4.75 I I 
39.27 .430 

Wourth Quarter ~6.24 I I 
40.77 .430 

~006* first Quarter 1$ 33.89 

28.9S $ .40S 

I I 

I II I 

I II I 

I II I 

I II I 

I II I 
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!second Quarter 133.46 I 

29.00 

[Third Quarter 136.62 I 

30.22 

fourth Quarter 137.64 I 

33.99 

* 2006 prices have been adjusted for the spin-off of our domestic print and Internet yellow pages directories 
business. 

I 

.405 

I 

.405 

I 

.405 

The following table provides information about Verizon's common stock repurchases during the fourth quarter of 
2007. 

eriod 

pctober 

!November 

pecember 

verage Price Paid per Share 

Total Number of Shares Purchased as Part of Publicly Announced Plans or Programs 

Maximum Number of Shares that May Yet Be Purchased Under the Plans or Programs 

I r.245,ooo I 1$ 45.02 I r.245,ooo 
56,814,000 

I ln,2o9,ooo ~3.28 l11 .2o9, ooo 

45,605,000 

1 ~.78l,ooo ~3.85 ~,781,000 
38,824,000 

1 ~5,235,ooo ~5,235,000 

On January 19, 2006, the Board of Directors approved a share buy back program which authorized the repurchase 
of up to 100 million common shares by no later than the close of business on February 28, 2008. On March 1, 
2007, the Board of Directors replaced this share buy back program with a new program for the repurchase of up to 
100 million shares ofVerizon common stock through the earlier of February 28, 2010 or when the total number of 
shares repurchased under the new buy back program aggregates to 100 million. On February 7, 2008, the Board of 
Directors replaced this share buy back program with a new program for the repurchase of up to 100 million 
common shares terminating no later than the close of business on February 28, 2011. The Board also determined 
that no additional shares were to be purchased under the prior program. The current program permits Verizon to 
repurchase shares over time, with the amount and timing of repurchases depending on market conditions and 
corporate needs. The Board also authorized Verizon to enter into Rule 10b5-l plans from time to time to facilitate 
the repurchase of its shares. A Rule 10b5-l plan permits the Company to repurchase shares at times when it might 
otherwise be prevented from doing so, provided the plan is adopted when the Company is not aware of material 
non-public information. 

litem 6. Selected Financial Data 

Information required by this item is included in the 2007 Verizon Annual Report to Shareowners under the 
heading "Selected Financial Data" on page 17, which is incorporated herein by reference. 

I II I 

I II I 

I II I 
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Item 7. 

Information required by this item is included in the 2007 Verizon Annual Report to Shareowners under the 
heading "Management's Discussion and Analysis of Financial Condition and Results of Operations" on pages 18 
through 37, which is incorporated herein by reference. 

Item 7A. Quantitative and Qualitative Disclosures About Market Risk 

Information required by this item is included in the 2007 Verizon Annual Report to Shareowners under the 
heading "Market Risk" on page 31, which is incorporated herein by reference. 

Item 8. Financial Statements and Supplementary Data 

Information required by this item is included in the 2007 Verizon Annual Report to Shareowners on pages 38 
through 71, which is incorporated herein by reference. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 

None. 

litem 9A. Controls and Procedures 

Our chief executive officer and chief financial officer have evaluated the effectiveness of the registrant's disclosure 
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) of the Securities Exchange Act of 1934), as 
of the end of the period covered by this annual report, that ensure that information relating to the registrant which 
is required to be disclosed in this report is recorded, processed, summarized and reported, within required time 
periods. Based on this evaluation, our chief executive officer and chief financial officer have concluded that the 
registrant's disclosure controls and procedures were effective as of December 31, 2007. 

There were no changes in the registrant's internal control over financial reporting during the fourth quarter of 
2007 that have materially affected, or are reasonably likely to materially affect the registrant's internal control over 
financial reporting. 

Management's report on internal control over financial reporting and the attestation report ofVerizon's 
independent registered public accounting firm is included in the 2007 Verizon Annual Report to Shareowners on 
pages 38 through 39 and is incorporated herein by reference. 
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I Item 9B. Other Information 

None. 

PART III 
Ttem 10. Directors, Executive Officers and Corporate Governance 

For information with respect to our executive officers, see "Executive Officers of the Registrant" at the end of Part 
I of this Report. For other information required by this item see the sections entitled "Election of Directors," 
"About Verizon's Governance Practices," "About the Board of Directors and its Committees" and "Section 16(a) 
Beneficial Ownership Reporting Compliance" in the Proxy Statement for our 2008 Annual Meeting of 
Shareholders filed pursuant to Regulation 14A, which is incorporated herein by reference. 

Executive Compensation 

For information with respect to executive compensation, see the section entitled "Executive Compensation" in the 
Proxy Statement for our 2008 Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is 
incorporated herein by reference. 

Item 12. 
Matters 

For information with respect to the security ownership of the Directors and Executive Officers, see the section 
entitled "Security Ownership of Directors and Officers" in the Proxy Statement for our 2008 Annual Meeting of 
Shareholders filed pursuant to Regulation 14A, which is incorporated herein by reference. In addition, the 
following table provides other equity compensation plan information: 

Ian category umber of securities to be issued upon xer ise of outstanding options, warrants and righ s 

Weighted-average exercise price of outstanding options, warrants and rights 

Number of securities remaining available for future issuance under equity compensation plans 

~quity compensation plans approved lby lsecurity holders 1 1139,145,918 

49.28 137,935,869 

~quity compensation plans not appro~e4 by security holders I I 36,754,227 I I 
41.96 13,236,690* 

[Total 1175,900,145 I I 47.75 I I 
151,172,559 

I* ~ndicates the number of securities available for issuance under the Verizon Communications 2000 Broad-
Based Incentive Plan, which provides for awards of nonqualified stock options, restricted stock, restricted stock 

units and other equity-based hypothetical stock units to employees ofVerizon and its subsidiaries. 
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Item 13. Certain Relationships and Related Transactions, and Director Independence 

For information with respect to certain relationships and related transactions, and director independence, see the 
sections entitled "About Verizon's Governance Practices" and "About the Board of Directors and its Committees" 
in the Proxy Statement for our 2008 Annual Meeting of Shareholders filed pursuant to Regulation 14A, which is 
incorporated herein by reference. 

Item 14. Principal Accounting Fees and Services 

For information with respect to principal accounting fees and services, see the section entitled "Ratification of 
Appointment of Independent Registered Public Accounting Firm" in the Proxy Statement for our 2008 Annual 
Meeting of Shareholders filed pursuant to Regulation 14A, which is incorporated herein by reference. 

PART IV 
Ttem 15. Exhibits, Financial Statement Schedules 

(a) Documents filed as part of this report: 

I 

I 
Page 

(1) !Report of Management on Internal Control Over Financial Reporting * 

(2) jReport of Independent Registered Public Accounting Firm on Internal Control Over Financial 

* 

eport of Independent Registered Public Accounting Firm on Financial Statements 

* 

inancial Statements covered by Report of Independent Registered Public Accounting Firm: 

Consolidated Statements of Income * 
Consolidated Balance Sheets * 
Consolidated Statements of Cash Flows * 
Consolidated Statements of Changes in Shareowners' Investment * 
Notes to Consolidated Financial Statements * 

* Incorporated herein by reference to the appropriate portions of the registrant's annual report 

I 

I 

I 

I 
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(5) !Exhibits 
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I I 
Exhibit Number 

I 

3a I ~estated Certificate oflncorporation ofVerizon Communications Inc. (Verizon) (Exhibit 3a to Form 10-

K for the year ended December 31, 2005). 

ylaws ofVerizon, as amended, effective as of February 7, 2008 (Exhibit 3b to Form 8-K dated February 

o instrument which defines the rights of holders oflong-term debt ofVerizon and its consolidated 
subsidiaries is filed herewith pursuant to Regulation S-K, Item 60l(b)(4)(iii)(A). Pursuant to this regulation, 
Verizon hereby agrees to furnish a copy of any such instrument to the SEC upon request. 

escription ofVerizon Deferred Compensation Plan for Non-Employee Directors (Exhibit lOa to Form 

10-K for the year ended December 31, 2000). * 

lOa(i) Description of Amendment to Plan (Exhibit lOa(i) to Form 10-K for the year ended December 31, 

ell Atlantic Deferred Compensation Plan for Outside Directors, as amended and restated (Exhibit lOa to 

Form 10-K for the year ended December 31, 1998). * 

(Exhibit 10-1 to GTE's Form 10-K for the year ended December 31, 1997 and Exhibit 10.1 to GTE's Form 10-K 

for the year ended December 31, 1998, File No. 1-2755).* 

GTE's Directors' Deferred Stock Unit Plan (Exhibit 10-8 to GTE's Form 10-K for the year ended 

December 31, 1997, File No. 1-2755).* 

lOe pescription of Non-Employee Director's Travel Accident Insurance Coverage filed herewith.* 

lOf ~ell Atlantic Directors' Charitable Giving Program, as amended (Exhibit lOp to Form SEdated March 

29, 1990 and Exhibit lOp to Form SEdated March 29, 1993). * 

GTE's Charitable Awards Program (Exhibit 10-10 to GTE's Form 10-K for the year ended December 31, 

1992, File No. 1-2755).* 

I 

I 
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lwh I INYNEx Directors' Charitable Award Program (Exhibit lOi to Form 10-K for the year ended December 

erizon 2000 Broad-Based Incentive Plan (Exhibit lOh to Form 10-Q for the period ended September 30, 

erizon Long-Term Incentive Plan (Appendix B to Verizon's 2001 Proxy Statement filed March 12, 

lOj(i) Restricted Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOa to Form 10-Q for the period 

ended March 31, 2005). * 

lOj(ii) Performance Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOb to Form 10-Q for the 

period ended March 31, 2005). * 

lOj(ii)(a) Addendum to Performance Stock Unit Agreement 2005-2007 Award Cycle (Exhibit lOj(iv)(a) to 

Form 10-K for the year ended December 31, 2005). * 

lOj(iii) Restricted Stock Unit Agreement 2006-2008 Award Cycle (Exhibit lOj(v) to Form 10-K for the 

year ended December 31, 2005). * 

lOj(iv) Performance Stock Unit Agreement 2006-2008 Award Cycle (Exhibit lOj(vi) to Form 10-K for the 

year ended December 31, 2005). * 

lOj(iv)(a) Addendum to Performance Stock Unit Agreement (Exhibit lOa to Form 10-Q for the period 

ended March 31, 2006). * 

lOj(v) Restricted Stock Unit Agreement 2007-09 Award Cycle (Exhibit lOa to Form 10-Q for the period 

ended March 31, 2007). * 

lOj(v)(a) Special Restricted Stock Unit Agreement (Exhibit lOc to Form 10-Q for the period ended March 

lOj(vi) Performance Stock Unit Agreement 2007-09 Award Cycle (Exhibit lOb to Form 10-Q for the 

period ended March 31, 2007). * 

lOj(vi)(a) Form of Addendum to Performance Stock Unit Agreement (Exhibit lOd to Form 10-Q for the 

period ended March 31, 2007). * 

GTE's Long-Term Incentive Plan, as amended (Exhibit B to GTE's 1997 Proxy Statement and Exhibit 
10.5 to GTE's 1998 Form 10-K for the year ended December 31, 1998, File No. 1-2755); Description of 

Amendments (Exhibit 101 to Form 10-K for the year ended December 31, 2000). * 
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I 

10m !NYNEX 1995 Stock Option Plan, as amended (Exhibit No. 1 to NYNEX's Proxy Statement dated 
.. 

March 20, 1995, File No. 1-8608); Descnptwn of Amendments (Exhibit IOn to Form 10-K for the year ended 

December 31, 2000). * 

erizon Short-Term Incentive Plan (Appendix C to Verizon's 2001 Proxy Statement filed March 12, 

erizon Income Deferral Plan (Exhibit lOf to Form 10-Q for the period ended June 30, 2002). * 

lOo(i) Description of Amendment to Plan (Exhibit lOo(i) to Form 10-K for the year ended December 

erizon Excess Pension Plan (Exhibit lOp to Form 10-K for the year ended December 31, 2004). * 

lOp(i) Description of Amendment to Plan (Exhibit lOp(i) to Form 10-K for the year ended December 

GTE's Executive Salary Deferral Plan, as amended (Exhibit 10.10 to GTE's Form 10-K for the year 

endedDecember31, 1998,FileNo.1-2755).* 

ell Atlantic Senior Management Long-Term Disability and Survivor Protection Plan, as amended 
(Exhibit lOh to Form SE filed on March 27, 1986 and Exhibit lOb(ii) to Form 10-K for the year ended December 

31, 1997).* 

escription of Bell Atlantic Senior Management Estate Management Plan (Exhibit lOrr to Form 10-K 

for year ended December 31, 1997). * 

GTE's Executive Retired Life Insurance Plan, as amended (Exhibits 10-6, 10-6 and 10-6 to GTE's 

Form 10-K for the years ended December 31, 1991, 1992 and 1993, respectively, File No. 1-2755).* 

period ended June 30, 1996, File No. 1-8608). * 

Summary Plan Description ofVerizon Executive Deferral Plan (Exhibit lO(v) to Form 10-K for the 

year ended December 31, 2005). * 

mployment Agreement between Verizon and Marc C. Reed (Exhibit lOa to Form 10-Q for the period 

ended June 30, 2004 ). * 
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lwz I ~mployment Agreement between Verizon and William P. Barr (Exhibit lOz to Form 10-Q for the 

period ended March 31, 2003). * 

period ended June 30, 2002). * 

escription of the Split-Dollar Insurance Arrangements (Exhibit lOg to Form 10-Q for the period 

ended June 30, 2002). * 

lOdd(i) Description of Changes to Arrangements (Exhibit lOdd(i) to Form 10-K for the year ended 

December 31, 2004).* 

period ended September 30, 2000). * 

mployment Agreement between Verizon and Thomas J. Tauke (Exhibit lOb to Form 10-Q for the 

period ended June 30, 2004 ). * 

orm of Employment Agreement between Verizon and Band 1 Senior Management Employee (Exhibit 

lOgg to the Form 10-K for the year ended December 31, 2004). * 

NEX Deferred Compensation Plan for Non-Employee Directors (Exhibit lOgg to NYNEX's 

Registration Statement No. 2-87850, File No. 1-8608). * 

lOhh(i) Amendment to NYNEX Deferred Compensation Plan for Non-Employee Directors (Exhibit 
lOiii 5a to NYNEX's Quarterly Report on Form 10-Q for the period ended June 30, 1996, File No. 1-8608). * 

.S. Wireless Agreement, dated September 21, 1999, among Bell Atlantic and Vodafone Airtouch plc, 
including the forms of Amended and Restated Partnership Agreement and the Investment Agreement (Exhibit 10 
to Form 10-Q for the period ended September 30, 1999). 

12 !Computation of Ratio of Earnings to Fixed Charges filed herewith. 

13 fortions ofVerizon's Annual Report to Shareowners for the fiscal year ended December 31, 2007. 

Only the information incorporated by reference into this Form 10-K is included in the exhibit. 
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I 

21 ~ist of principal subsidiaries of Verizon filed herewith. 
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23 !Consent of Ernst & Young LLP filed herewith. 

31.1 !certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

Certification of Chief Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002. 

I* ~ndicates management contract or compensatory plan or arrangement. 
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Schedule II - Valuation and Qualifying Accounts 

Verizon Communications Inc. and Subsidiaries 

For the Years Ended December 31, 2007, 2006 and 2005 

dditions 

escription barged To Expenses 

Charged to Other Accounts Note (a) Deductions Note (b) 

Balance at End of Period 

fAllowance for Uncollectible 

fAccounts Receivable: 

~ear 2007 1$ 1,139 1$ 1,047 1$ 834 1$ 
1,995 $ 1,025 

[Year 2006 11,100 11,034 11,627 

2,622 1,139 

[Year 2005 
I 11,363 11,076 p94 

2,133 1,100 
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K'aluation Allowance for Deferred Tax Assets: 

~ear 2007 1$ 2,600 1$ 231 1$ 29 1$ 

189 $ 2,671 

tyear 2006 Isis lsi ~,234 lsoo 
2,600 

!Year 200S 11,217 ~6 ~3 ~91 
81S 

piscontinued Businesses: 

~ear 2007 1$ 237 1$ 1$ 1$ 

13 $ 224 

!Year 2006 ~48 1- 1- In 
237 

!Year 200S ~87 Is 1- ~4 
248 

I( a) [Allowance for Uncollectible Accounts Receivable includes: (1) amounts previously written off which were 
credited directly to this account when recovered: and (2) accruals charged to accounts payable for anticipated 
uncollectible charges on purchases of accounts receivable from others which were billed by us. Also includes 
amounts transferred from other accounts. The 2006 amounts charged to other accounts for the allowance for 
uncollectible accounts receivable and valuation allowance for deferred tax assets were primarily due to the 

acquisition ofMCI. 

l(b )AJiounts written off as uncollectible or transferred to other accounts or utilized. 
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Signatures 

Pursuant to the requirements of Section 13 or IS( d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 

Verizon Communications Inc. 

~y: I vs/ Thomas A. Bartlett I pate: 
February 26, 2008 

II Thomas A. Bartlett II 

II Senior Vice President and Controller II 

II 

II 

II 
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Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities and on the dates indicated. 

I 

Principal Executive Officer: 
I 

s/ Ivan G. Seidenberg !chairman and Chief Executive Officer 

February 26, 2008 

Ivan G. Seidenberg 
I 

Principal Financial Officer: 
I 

I 

I 

I 

I 

I 

s/ Doreen A. Toben ~xecutive Vice President and Chief Financial Officer 
I 

February 26, 2008 

Doreen A. Toben 
I I 

Principal Accounting Officer: 
I I 

s/ Thomas A. Bartlett !Senior Vice President and Controller I 

February 26, 2008 

I Thomas A. Bartlett I I I I 
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!signatures - Continued 

Vs! Ivan G. Seidenberg I pirector I I 
February 26, 2008 

I Ivan G. Seidenberg I I I I 

Vs! Richard L. Carrion I pirector I I 
February 26, 2008 

I Richard L. Carrion I I I I 

Vs! M. Frances Keeth pirector I I 
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February 26, 2008 

I M. Frances Keeth I I I I 

Vs! Robert W. Lane I pirector I I 
February 26, 2008 

I Robert W. Lane I I I I 

Vs! Sandra 0. Moose I pirector I I 
February 26, 2008 

I Sandra 0. Moose I I I I 

Vs! Joseph Neubauer I pirector I I 
February 26, 2008 

I Joseph Neubauer I I I I 

Vs! Donald T. Nicolaisen I pirector I I 
February 26, 2008 

I Donald T. Nicolaisen I I I I 

Vs! Thomas H. O'Brien I pirector I I 
February 26, 2008 

I Thomas H. O'Brien I I I I 

Vs! Clarence Otis, Jr. I pirector I I 
February 26, 2008 

I Clarence Otis, Jr. I I I I 

Vs! Hugh B. Price pirector I I 
February 26, 2008 

Hugh B. Price 
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Vs! John W. Snow pirector I I 
February 26, 2008 

John W. Snow 

Vs! John R. Stafford I pirector I I 
February 26, 2008 

I John R. Stafford I I I I 

Vs! Robert D. Storey I pirector I I 
February 26, 2008 

I Robert D. Storey I I I I 

24 
EXHIBIT lOe 

Description of Non-Employee Director's Travel Accident Insurance Coverage 

Verizon provides accident protection to non-employee Directors while travelling on Verizon business. Benefits are 
payable in the event of (1) accidental death and dismemberment, including paralysis, and (2) in the case of insured 
non-employee Directors under the age of 70, permanent total disability. 

~ears Ended December 31, 

Computation of Ratio of Earnings to Fixed Charges 
Verizon Communications Inc. and Subsidiaries 

~007 

EXHIBIT 12 

I I ~006 I I ~oos 
2004 2003 

Ill Ill 

~ncome before provision for income taxes, discontinued operations, extraordihab' items, 4ijdl cumulathfel ¥feet of I I I I I I 
accounting change $9,492 $8,154 $8,448 

$7,977 $2,681 

~inority interest ~,053 II ~,038 1113,001 Ill Ill 
2,329 1,562 

~quity in (earnings) loss of unconsolidated businesses I 1(585 ~ 11(773 ~ 11(686 Ill Ill 
) (1,690 ) (1,273 

) 
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~ividends from unconsolidated businesses ~,571 II ~2 II ~,335 Ill 
162 198 

~nterest expense (1) lt,829 II ~,349 II ~,129 Ill 
2,336 2,741 

~ortion of rent expense representing interest ~71 111530 1115u Ill 
449 432 

~mortization of capitalized interest I Ins llln2 lll108 Ill 
104 103 

~ncome, as adjusted 1 1$19,046 111$14,452 111$15,846 Ill 
$ll,667 $6,444 

~ixed charges: I I Ill Ill Ill 

~nterest expense (1) I 1$1,829 111$2,349 111$2,129 Ill 
$2,336 $2,741 

~ortion of rent expense representing interest ~71 111530 1115u Ill 
449 432 

!capitalized interest ~29 II ~62 111352 Ill 
177 144 

~referred stock dividend requirement cz) I t II ~ 1119 Ill 
8 12 

fixed Charges I 1$2,829 111$3,343 111$3,oo1 Ill 
$2,970 $3,329 

~atio of Earnings to Fixed Charges ~.73 II ~.32 1115.28 
3.93 1.94 

tl) K'erizon adopted FIN 48 on January 1, 2007 (see Note 1 and 16 of the Consolidated Financial Statements in 
this Annual Report on Form 10-K). Our policy is to classify interest expense recognized on uncertain tax positions 
as income tax expense. We have excluded interest expense recognized on uncertain tax positions from the Ratio of 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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Earnings to Fixed Charges. 

fz)On Jlilnuary 15, 2006, Verizon redeemed $100 million Verizon International Holding Ltd. Series A variable term 
voting cumulative preferred stock and paid holders the last dividend on that stock. 

EXHIBIT 13 

Selected Financial Data Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts) 

007 006 005 004 

2003 

!Results of Operations I I I I I I I I I I 

pperating revenues 
I 1$ 93,469 

I 1$ 88,182 
I 1$ 69,518 

I 1$ I I 

65,751 $ 61,754 

pperating income I 115,578 I 113,373 I 112,581 I I I I 

10,870 5,312 

~ncome before discontinued operations, extraordinary iJem and cumul1thfe effect of accok1¥ng change ~,510 I I 

5,480 6,027 5,899 2,168 

fer common share - basic lt.90 11.88 ~.18 ~.13 I I 

.79 

fer common share - diluted lt.90 11.88 ~.16 ~.11 I I 

.79 

INet income available to common shareowners ~,521 ~,197 p,397 p,831 
I I 

3,077 

fer common share - basic lt.91 ~.13 ~.67 ~.83 I I 

1.12 

fer common share - diluted lt.90 ~.12 ~.65 ~.79 I I 

1.12 

leash dividends declared per common share lt.67 11.62 11.62 lu4 I I 

1.54 

~inancial Position 
I I I I I I I I I I 

[otal assets 1$ 186,959 
I 1$ 188,804 I 1$ 168,130 

I 1$ I I 

165,958 $ 165,968 

pebt maturing within one year ~,954 p,715 ~,688 13,476 I I 

5,883 

~ong-term debt ~8,203 ~8,646 131,569 
I I I I 

34,970 38,609 
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~mployee benefit obligations ~9,960 130,779 117,693 

16,796 15,726 

Minority interest 
I 

~2,288 ~8,337 ~6,433 
24,709 24,023 

lshareowners' investment 
I 

~0,581 ~8,535 139,680 

37,560 33,466 

I· I !significant events affecting our historical earnings trends in 2005 through 2007 are described in 

Management's Discussion and Analysis of Results of Operations and Financial Condition. 

I· 2QQ4 data includes sales of business, severance, pension and benefit charges and other items. 

I· 2QQ3 data includes severance, pension and benefit charges and other items. 

lstock Performance Graph 

COMPARISON OF FIVE-YEAR TOTAL RETURN AMONG VERIZON, 
S&P 500 TELECOM SERVICES INDEX AND S&P 500 STOCK INDEX 

2006 2007 

Rerizon 
I 1100.0 p4.5 lu3.6 188.5 I I 

145.4 

ls&P Telecom sehi4es 1100.0 1107.2 1128.5 I I 

166.2 185.9 

ls&P 5oo 
I 1100.0 1128.7 1142.7 1149.6 I I 

182.8 

lu~.l 

112l6 

H.3 

I I 

I I 

I I 

The graph compares the cumulative total returns ofVerizon, the S&P 500 Telecommunications Services Index, 
and the S&P 500 Stock Index over a five-year period, adjusted for the spin-off of our domestic print and Internet 
yellow pages directories business. It assumes $100 was invested on December 31, 2002, with dividends reinvested. 

Overview 

I I 

I I 

I I 
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Verizon Communications Inc. (Verizon or the Company) is one of the world's leading providers of 
communications services. Verizon's wireline business provides communications services, including voice, 
broadband data and video services, network access, nationwide long-distance and other communications products 
and services, and also owns and operates one of the most expansive end-to-end global Internet Protocol (IP) 
networks. Verizon's domestic wireless business, operating as Verizon Wireless, provides wireless voice and data 
products and services across the United States using one of the most extensive and reliable wireless networks. 
Stressing diversity and commitment to the communities in which we operate, we have a highly diverse workforce 
of approximately 235,000 employees. 

The sections that follow provide information about the important aspects of our operations and investments, both at 
the consolidated and segment levels, and include discussions of our results of operations, financial position and 
sources and uses of cash. In addition, we have highlighted key trends and uncertainties to the extent practicable. 
The content and organization of the financial and non-financial data presented in these sections are consistent with 
information used by our chief operating decision makers for, among other purposes, evaluating performance and 
allocating resources. We also monitor several key economic indicators as well as the state of the economy in 
general, primarily in the United States where the majority of our operations are located, in evaluating our operating 
results and analyzing and understanding business trends. While most key economic indicators, including gross 
domestic product, impact our operations to some degree, we have noted higher correlations to housing starts, non­
farm employment, personal consumption expenditures and capital spending, as well as more general economic 
indicators such as inflation and unemployment rates. 

Our results of operations, financial position and sources and uses of cash in the current and future periods reflect 
Verizon management's focus on the following strategic imperatives: 

I· I !Revenue Growth - Our emphasis is on revenue growth, devoting more resources to higher growth markets 
such as wireless, including wireless data, wireline broadband connections, including Verizon's high-capacity fiber 
optics to the premises network operated under the FiOS service mark, digital subscriber lines (DSL) and other data 
services, as well as expanded strategic services to business markets, rather than to the traditional wireline voice 
market. During 2007, we reported consolidated revenue growth of 6% compared to 2006, primarily driven by 
15.3% higher revenue at Domestic Wireless, where we added approximately 6.9 million retail net wireless 
customers, partially offset by a decline in reseller customers, resulting in approximately 6.7 million total wireless 
net customer additions. At Wireline, revenue growth in the residential market, driven by broadband and video 
services, coupled with growth in the business market derived from strategic services, partially offset declines in the 

traditional voice mass market. 

I· ij~rket Share Gains- We are focused on gaining market share. In our wireline business, our goal is to become 
the leading broadband provider in every market in which we operate. We added 1,253,000 wireline broadband 
connections during 2007 and we achieved our goal of being among the top 10 video providers in the U.S. during 
2007 through the continued deployment ofFiOS. At Wireline, as ofDecember 31, 2007, we passed 9.3 million 
premises with our high-capacity fiber network, and we have obtained over 1,000 video franchises covering 12.5 
million households with TV service available for sale to 5.9 million premises. We had 943,000 FiOS TV 
customers, adding approximately 736,000 net new FiOS TV customers in 2007 and exceeded 1.8 million total 
video customers, including our satellite offering from DIRECTV. Also during 2007, revenues from our enterprise 
customers grew 2.7% compared with last year, primarily driven by a 25.7% increase in revenues from sales of 
strategic services (Private IP, IP, Virtual Private Network or VPN, Web Hosting and Voice over IP or VoiP). At 
Domestic Wireless, we continue to add retail customers, grow revenue and gain market share while maintaining a 

low churn (customer turnover) rate. 

I· Prqfitability Improvement- Our goal is to increase operating income and margins. In 2007, operating income 
rose 16.5% compared to 2006, while income before provision for income taxes, discontinued operations, 
extraordinary item and cumulative effect of accounting change rose 16.4% over the same period. Our operating 
income margin rose to 16.7% in 2007, compared with 15.2% in 2006. Supporting these improvements, our capital 
spending continues to be directed toward growth markets, positioning the Company for sustainable, long-term 
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profitability. High-speed wireless data (Evolution-Data Optimized or EV-DO) services, deployment of fiber optics 
to the premises, as well as expanded services to enterprise customers are examples of these growth markets. During 
2007, capital expenditures were $17,538 million compared with capital expenditures of$17,101 million in 2006, 
excluding discontinued operations. We expect 2008 capital expenditures to be lower than 2007 capital 
expenditures. In addition to capital expenditures, Domestic Wireless expects, from time-to-time, to acquire 
additional wireless spectrum through participation in the Federal Communications Commission's (FCC) wireless 
spectrum auctions and in the secondary market, as spectrum capacity is needed to support expanding data 
applications and a growing customer base. Domestic Wireless also expects, from time-to-time, to acquire operating 

markets and spectrum in geographic areas where it does not currently operate. 

I· Qplerational Efficiency - While focusing resources on revenue growth and market share gains, we are 
continually challenging our management team to lower expenses, particularly through technology-assisted 
productivity improvements, including self-service initiatives. The effect of these and other efforts, such as real 
estate consolidations, call center routing improvements, the formation of a centralized shared services 
organization, and centralizing information technology and marketing efforts, has led to changes to the Company's 
cost structure as well as maintaining and improving operating income margins. With our deployment of the FiOS 
network, we expect to realize savings in annual, ongoing operating expenses as a result of efficiencies gained from 
fiber network facilities. As the deployment of the FiOS network gains scale and installation and automation 
improvements occur, costs per home connected are expected to decline. Since the merger with MCI, we have 
gained operational benefits from sales force and product and systems integration initiatives. Workforce levels in 
2007 decreased to 235,000 compared to 238,000 in 2006, primarily from a decrease at Wireline due to continued 
productivity improvements and merger synergy savings, partially offset by an increase in headcount at Wireless. 

I· Qu~tomer Experience - Our goal is to provide the best customer experience possible and to be the leading 
company in customer service in every market we serve. We view superior product offerings and customer service 
experiences as a competitive differentiator and a catalyst to growing revenues and gaining market share. During 
2007, our Company received citations for superior products and customer service, and we continued these 
initiatives to enhance the value of our products and services. We are developing and marketing innovative product 
bundles to include local wireline, long-distance, wireless and broadband services for consumer and general 
business retail customers. These efforts will help counter the effects of competition and technology substitution that 
have resulted in access line losses, and will enable us to grow revenues. Also at Wireline, we continued to roll out 
next -generation global IP networks to meet the ongoing global enterprise market shift to IF-based products and 
services. Deployment of new strategic service offerings - including expansion of our VoiP and international 
Ethernet capabilities, the introduction of cutting edge video and web-based conferencing capabilities, and 
enhancements to our virtual private network portfolio - will allow us to continue to gain share in the enterprise 
market. In addition, during 2007 we acquired a security-services firm that enhanced our managed information 
security services offerings to large-business and government customers worldwide. At Domestic Wireless, we 
continue to execute on the fundamentals of our network superiority and value proposition to deliver growth for our 
business and provide new and innovative products and services, such as Broadband Access, our EV-DO service. 
We also continue to expand our wireless data, messaging and multi-media offerings for both consumer and 

business customers and take advantage of the growing demand for wireless data services. 

I· P~fformance-Based Culture- We embrace a culture of corporate-wide accountability, based on individual and 
team objectives that are performance-based and tied to these imperatives. Key objectives of our compensation 
programs are pay-for-performance and the alignment of executives' and shareowners' long-term interests. We also 
employ a highly diverse workforce, since respect for diversity is an integral part of Verizon's culture and a critical 

element of our competitive success. 

We create value for our shareowners by investing the cash flows generated by the business in opportunities and 
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transactions that support these strategic imperatives, thereby increasing customer satisfaction and usage of our 
products and services. In addition, we use our cash flows to repurchase shares and maintain and grow our dividend 
payout to shareowners. Verizon's total debt decreased by $5,204 million to $31,157 million as ofDecember 31, 
2007 from December 31, 2006. Reflecting continued strong cash flows and confidence in Verizon's business 
model, Verizon's Board of Directors increased the Company's quarterly dividend 6.2% during the third quarter of 
2007. Verizon's ratio of debt to debt combined with shareowners' equity was 38.1% as of December 31, 2007 
compared with 42.8% as of December 31, 2006. During 2007, we repurchased $2,843 million of our common 
stock as part of our previously announced share buyback program. We plan to continue our share buyback program 
in 2008. Verizon's cash and cash equivalents at December 31, 2007 of $1,153 million decreased by $2,066 million 
from $3,219 million at December 31, 2006. 

As discussed in the "Recent Developments" section beginning on page 33, in January 2007, Verizon announced a 
definitive agreement with FairPoint Communications, Inc. (FairPoint) that will result in Verizon establishing a 
separate entity for its local exchange access lines and related business assets in Maine, New Hampshire and 
Vermont, spinning off that new entity to Verizon's shareowners, and immediately merging it with and into 
FairPoint. Based upon the number of shares (as adjusted) and closing price of FairPoint common stock on the date 
immediately prior to the announcement of the merger, the estimated total value to be received by Verizon and its 
shareowners in exchange for these operations was approximately $2,715 million. The actual total value to be 
received by Verizon and its shareowners will be determined based on the number of shares (as adjusted) and price 
of FairPoint common stock on the date of the closing of the merger, and is expected to be less than $2,715 million. 

!consolidated Results of Operations 

In this section, we discuss our overall results of operations and highlight items that are not included in our business 
segment results. As a result of the spin-off of our domestic print and Internet yellow pages directories business, 
which was included in the Information Services segment, and the sale of our interests in Telecomunicaciones de 
Puerto Rico, Inc. (TELPRI) and Verizon Dominicana, each of which was included in the International segment, 
the operations of our former domestic print and Internet yellow pages directories business, Verizon Dominicana 
and TELPRI are reported as discontinued operations and assets held for sale. Accordingly, we currently have two 
reportable segments, which we operate and manage as strategic business units and organize by products and 
services. Our segments are Wireline and Domestic Wireless. Included in our Wireline results of operations are the 
results of the former MCI business subsequent to the close of the merger on January 6, 2006. 

This section and the following "Segment Results of Operations" section also highlight and describe those items of 
a non-recurring nature separately to ensure consistency of presentation. In the following section, we review the 
performance of our two reportable segments. We exclude the effects of certain items that management does not 
consider in assessing segment performance, due primarily to their non-recurring and/or non-operational nature as 
discussed below and in the "Other Consolidated Results" and "Other Items" sections. We believe that this 
presentation will assist readers in better understanding our results of operations and trends from period to period. 

!consolidated Revenues 

dollars in millions) 

ears Ended December 31, 

ire line 
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~erizon Telecom I 1$ 31,926 II 1$ 32,938 II I II 1$ 32,938 II 
$ 31,694 

~erizon Business I ~1,236 II ~0,678 II I II ~0,678 II 
7,771 

~ntrasegment eliminations I 1(2,846 ~ I 1(2,888 ~ I I II 1(2,888 ~ I 
(1,849 ) 

I ~0,316 II 150,728 II lco.8 ~I 150,728 II 
37,616 34.9 

~omestic Wireless I ~3,882 II 138,043 II 115.3 II 138,043 II 
32,301 17.8 

!corporate & Other I 1(729 ~ I 1(589 ~ I 123.8 II 1(589 ~ I 
(579 ) 1.7 

~evenues of Hawaii operations sold I t II t II 1- II 1- II 
180 (100.0 ) 

!consolidated Revenues I 1$ 93,469 II 1$ 88,182 II 16.0 II 1$ 88,182 II 
$ 69,518 26.8 

2007 Compared to 2006 

Consolidated revenues in 2007 increased by $5,287 million, or 6.0% compared to 2006. This increase was 
primarily the result of continued strong growth at Domestic Wireless. 

Wireline's revenues in 2007 decreased $412 million, or 0.8% compared to 2006, primarily driven by lower 
demand and usage of our basic local exchange and accompanying services, partially offset by continued growth 
from broadband and strategic services. During 2007, we added 1,253,000 new broadband connections, an increase 
of 17.9%, including 854,000 for FiOS, for a total of 8,235,000 lines at December 31, 2007. In addition, we added 
736,000 FiOS TV customers in 2007, for a total of 943,000 at December 31, 2007. Revenues at Verizon Business 
increased during 2007 compared to 2006 primarily due to higher demand for strategic products. These increases 
were offset by a decline in voice revenues at Verizon Telecom due to a 3.6 million decline in subscribers resulting 
from competition and technology substitution, such as wireless and VoiP, including those subscribers who have 
migrated to our other service offerings. 

Domestic Wireless's revenues in 2007 increased by $5,839 million, or 15.3% compared to 2006 due to increases in 
service revenues, which include data revenues, and equipment and other revenue. Equipment and other revenue 
increased principally as a result of increases in the number of existing customers upgrading their wireless devices. 
Total data revenues increased by $2,911 million, or 65.0% in 2007 compared to 2006. There were approximately 
65.7 million total Domestic Wireless customers as of December 31, 2007, an increase of 11.3% from December 31, 
2006. Domestic Wireless's retail customer base as of December 31, 2007 was approximately 63.7 million, a 12.2% 
increase from 2006, and represented approximately 97% of its total customer base. Average total service revenue 
per customer (ARPU) increased by 2.3% to $50.96 in 2007 compared to 2006, primarily attributable to increases in 
data revenue per customer driven by increased use of our messaging and other data services. Retail ARPU 
increased by 2.2% to $51.57 in 2007 compared to 2006. 

2006 Compared to 2005 

Consolidated revenues in 2006 were higher by $18,664 million, or 26.8% compared to 2005 revenues. This 
increase was primarily the result of significantly higher revenues at Wireline and Domestic Wireless. 

Wireline's revenues in 2006 increased by $13,112 million, or 34.9% compared to 2005 primarily due to the 
acquisition ofMCI and, to a lesser extent, growth from broadband and long distance services. We added 1.8 
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million new broadband connections, for a total of7.0 million lines in service at December 31, 2006, an increase of 
35.7% compared to 5.1 million lines in service at December 31, 2005. The number of retail service plans continued 
to stimulate growth in long distance services, as the number of packages reached 7. 9 million at December 31, 
2006, representing a 44.1% increase from December 31, 2005. These increases were partially offset by declines in 
wholesale revenues at Verizon Telecom due to subscriber losses resulting from technology substitution, including 
wireless and VoiP. Wholesale revenues at Verizon Telecom declined by $748 million, or 8.2% in 2006 compared 
to similar periods in 2005 primarily due to the exclusion of affiliated access revenues billed to the former MCI 
mass market entities in 2006. Revenues at Verizon Business increased primarily due to the acquisition ofMCI. 

Domestic Wireless's revenues increased by $5,742 million, or 17.8% compared to 2005 due to increases in service 
revenues (which include data revenues) and equipment and other revenue. Data revenues increased by $2,232 
million or 99.5% compared to 2005. Domestic Wireless ended 2006 with 59.1 million customers, an increase of 
15.0% over 2005. Domestic Wireless's retail customer base as of December 31, 2006 was approximately 56.8 
million, a 15.9% increase over December 31, 2005, and represented approximately 96.2% of our total customer 
base. ARPU increased by 0.6% to $49.80 in 2006 compared to 2005, primarily attributable to increases in data 
revenue per customer driven by increased use of our messaging and other data services. Retail ARPU increased by 
0.7% to $50.44 for 2006 compared to 2005. 

The $180 million decrease in revenues from Hawaii operations from 2006 to 2005 resulted from the sale of our 
wireline and directory businesses in Hawaii during 2005. Verizon Hawaii Inc., which operated approximately 
700,000 switched access lines, as well as the services and assets ofVerizon Long Distance, Verizon Online, 
Verizon Information Services and Verizon Select Services Inc. in Hawaii, were sold to an affiliate of The Carlyle 
Group for $1,326 million in cash proceeds. In connection with this sale, we recorded a net pretax gain of $530 
million ($336 million after-tax, or $.12 per diluted share) during the second quarter of 2005. 

!consolidated Operating Expenses 

dollars in millions) 

ears Ended December 31, 

2005 %Change 

lcost of services and sales I 1$ 37,547 1$ 35,309 I ~.3 II 1$ 35,309 

$ 24,409 44.7 

!selling, general and administrative expense I ~5,967 ~4,955 I ~.1 II ~4,955 
19,443 28.3 

pepreciation and amortization expense I lt4,377 114,545 I b.2 D I 114,545 

13,615 6.8 

lsales ofbusinesses, net I t I 1- I 1- II t 
(530 ) (100.0 ) 

!consolidated Operating Expenses I 1$ 77,891 I 1$74,809 I ~.1 II 1$ 74,809 

$ 56,937 31.4 

2007 Compared to 2006 

Cost of Services and Sales 

Cost of services and sales includes the following costs directly attributable to a service or product: salaries and 
wages, benefits, materials and supplies, contracted services, network access and transport costs, customer 
provisioning costs, computer systems support, costs to support our outsourcing contracts and technical facilities 
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and contributions to the universal service fund. Aggregate customer care costs, which include billing and service 
provisioning, are allocated between cost of services and sales and selling, general and administrative expense. 

Consolidated cost of services and sales in 2007 increased $2,238 million, or 6.3% compared to 2006, primarily as a 
result of higher wireless network costs and wireless equipment costs, as well as higher costs associated with 
Wireline's growth businesses. The increase was partially offset by the impact of productivity improvement 
initiatives and decreases in net pension and other postretirement benefit costs. 

The higher wireless network costs were caused by increased network usage relating to both voice and data services 
in 2007 compared to 2006, partially offset by decreased local interconnection, long distance and roaming rates. 
Cost of wireless equipment sales increased in 2007 compared to 2006, primarily as a result of an increase in 
wireless devices sold due to an increase in equipment upgrades. 

Consolidated operating expenses in 2007 and 2006 primarily include $32 million and $25 million, respectively, of 
costs associated with the integration ofMCI into our wireline business. 

Selling, General and Administrative Expense 

Selling, general and administrative expense includes salaries and wages and benefits not directly attributable to a 
service or product, bad debt charges, taxes other than income, advertising and sales commission costs, customer 
billing, call center and information technology costs, professional service fees and rent for administrative space. 

Consolidated selling, general and administrative expense in 2007 increased $1,012 million, or 4.1% compared to 
2006. The increase was primarily attributable to higher salary and benefits expenses. Also contributing to the 
increase was higher sales commission expense at Domestic Wireless and higher advertising costs at Wireline. 
Partially offsetting the increases were lower bad debt expenses and cost reduction initiatives. 

Consolidated operating expenses in 2007 included $772 million for severance and related expenses as a result of 
workforce reductions that began in the fourth quarter of 2007 and are expected to occur throughout 2008 as well as 
adjustments to our actuarial assumptions for severance to align with future expectations, $146 million for merger 
integration costs, primarily comprised of Wireline systems integration activities related to businesses acquired and 
$84 million related to the spin-off of local exchange and related business assets in Maine, New Hampshire and 
Vermont. In addition, during 2007 we contributed $100 million of the proceeds from the sale ofTELPRI to the 
Verizon Foundation. 

Consolidated operating expenses in 2006 included $56 million related to pension settlement losses incurred in 
connection with our benefit plans and a net pretax charge of $369 million for employee severance and severance­
related activities in connection with the involuntary separation of approximately 4, 100 employees who were 
separated in 2006. Consolidated operating expenses in 2006 also included $207 million of merger integration 
costs, primarily for advertising and other costs related to re-branding initiatives and systems integration activities, 
and a net pretax charge of $184 million for Verizon Center relocation costs. 

Depreciation and Amortization Expense 

Depreciation and amortization expense decreased $168 million, or 1.2% in 2007 compared to 2006. The decrease 
was primarily due to lower rates of depreciation as a result of changes in the estimated useful lives of certain asset 
classes at Wireline and fully amortized customer lists at Domestic Wireless, partially offset by growth in 
depreciable telephone plant as a result of increased capital expenditures. 

2006 Compared to 2005 

Cost of Services and Sales 
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Cost of services and sales increased by $10,900 million, or 44.7% in 2006 compared to 2005. This increase was 
principally driven by higher costs attributable to the inclusion of the former MCI operations in the Wireline 
segment subsequent to the completion of the merger, and to a lesser extent higher wireless network costs, increases 
in wireless equipment costs and increases in pension and other postretirement benefit costs, partially offset by the 
net impact of productivity improvement initiatives. 

The higher wireless network costs were caused by increased network usage relating to both voice and data services 
in 2006 compared to 2005, partially offset by decreased roaming, local interconnection and long distance rates. 
Cost of wireless equipment sales increased in 2006 compared to 2005 primarily as a result of an increase in 
wireless devices sold due to an increase in gross activations and equipment upgrades as well as an increase in cost 
per unit. 

Costs in these periods were also impacted by increased pension and other postretirement benefit costs. The overall 
impact of the 2006 assumptions, combined with the impact oflower than expected actual asset returns over the 
past several years, resulted in pension and other postretirement benefit expense of approximately $1,377 million in 
2006 compared to net pension and postretirement benefit expense of $1,231 million in 2005. Consolidated 
operating expenses in 2006 included $25 million of merger integration costs related to the acquisition ofMCI. 

Selling, General and Administrative Expense 

Selling, general and administrative expense increased by $5,512 million, or 28.3% in 2006 compared to 2005. This 
increase was driven by the inclusion of the former MCI operations in the Wireline segment subsequent to the 
completion of the merger, increases in the Domestic Wireless segment primarily related to increased salary and 
benefits expenses, and non-operational charges. 

Consolidated operating expenses in 2006 included $56 million related to pension settlement losses incurred in 
connection with our benefit plans, a net pretax charge of $369 million for employee severance and severance­
related activities in connection with the involuntary separation of approximately 4, 100 employees who were 
separated in 2006. Consolidated operating expenses in 2006 also included $207 million of merger integration costs 
primarily for advertising and other costs related to re-branding initiatives and systems integration activities, and a 
net pretax charge of $184 million for Verizon Center relocation costs. Consolidated operating expenses in 2005 
included a pretax impairment charge of $125 million pertaining to our leasing operations for airplanes leased to 
airlines experiencing financial difficulties, a net pretax charge of $98 million related to the restructuring of the 
Verizon management retirement benefit plans and a pretax charge of $59 million associated with employee 
severance costs and severance-related activities in connection with the voluntary separation program for surplus 
union-represented employees. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $930 million, or 6.8% in 2006 compared to 2005. This 
increase was primarily due to higher depreciable and amortizable asset bases as a result of the MCI merger and, to 
a lesser extent, increased capital expenditures. 

lother Consolidated Results 

Equity in Earnings of Unconsolidated Businesses 
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~ears Ended December 31, 

Kfodafone Omnitel 

CANTY 

ther 

dollars in millions) 

~007 
2006 

1$ 
$ 703 

741 

182 

(112 ) 

$ 773 

$ 686 

597 

II 
2005 

II 

53 

Equity in earnings of unconsolidated businesses decreased by $188 million, or 24.3% in 2007 compared to 2006. 
The decrease is primarily driven by the nationalization of Compafiia An6nima Nacional Teh~fonos de Venezuela 
(CANTY) during 2007, as well as the effect oflower tax benefits at Vodafone Omnitel N.V. (Vodafone Omnitel). 

Equity in earnings of unconsolidated businesses increased by $87 million, or 12.7% in 2006 compared to 2005. 
The increase is primarily due to additional pension liabilities that CANTY recognized in 2005, as well as the effect 
of favorable operating results and lower taxes in 2006. In addition, the increase reflects our proportionate share, or 
$85 million, of a tax benefit at Vodafone Omnitel in the third quarter of 2006, partially offset by a similar benefit 
recorded in the third quarter of 2005 of $76 million. This was offset by lower tax benefits and lower operating 
results at Vodafone Omnitel. 

Other Income and (Expense), Net 

dollars in 

millions) 

Rears Ended December 31, ~007 
2006 

2005 

~nterest income 1$ 168 
$ 201 

$ 103 

foreign exchange gains (losses), net lt4 

(3 ) 

11 

ther, net 

197 

II 

II 

II 

II 

II 
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197 

otal 

$ 395 

$ 311 

Other Income and (Expense), Net in 2007 decreased $184 million, or 46.6% compared to 2006. The decline was 
primarily attributable to a gain on the sale of a Wireline investment in the prior year, as well as decreased interest 
income as a result of lower average cash balances. 

Other Income and (Expense), Net in 2006 increased $84 million, or 27% compared to 2005. The increase was 
primarily due to increased interest income as a result of higher average cash balances coupled with higher interest 
rates in 2006 compared to 2005, partially offset by foreign exchange losses. Other, net in 2005 included a pretax 
gain on the sale of a small international business and investment gains and expenses related to the early retirement 
of debt. 

Interest Expense 

dollars in millions) 

Rears Ended December 31, ~007 II poo6 
2005 

[otal interest costs on debt balances 1$ 2,258 II 1$ 
2,811 $ 2,481 

~ess: capitalized interest costs 1(429 ~ I 1(462 

) (352 

) 

~nterest expense I 1$ 1,829 II 1$ 
2,349 $ 2,129 

~eighted average debt outstanding 1$ 32,964 II 1$ 
41,500 $ 39,152 

~ffective interest rate ~.85% II ~.78% 
6.30% 

Total interest costs decreased $553 million in 2007 compared to 2006, primarily due to a decrease in average debt 
levels, partially offset by slightly higher interest rates. Debt levels decreased primarily as a result of the 
approximately $7.1 billion reduction from the spin-off of our domestic print and Internet yellow pages directories 
business in November 2006, as well as from debt redemptions and retirements funded by proceeds from the spin­
off and the divestiture of our Caribbean and Latin American investments during 2006 and the first quarter of 2007. 
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In 2006, interest costs increased $330 million compared to 2005 primarily due to an increase in average debt level 
of $2,348 million and increased interest rates compared to 2005. Higher capital expenditures in 2006 contributed 
to higher capitalized interest costs. 

Minority Interest 

dollars in millions) 

~ears Ended December 31, ~007 poo6 
2005 

Minority interest 1$ 5,053 1$ 
4,038 $ 3,001 

The increase in minority interest in 2007 compared to 2006, and in 2006 compared to 2005, was due to the higher 
earnings at Domestic Wireless, which has a significant minority interest attributable to Vodafone Group Plc 
(Vodafone). 

Provision for Income Taxes 

dollars in millions) 

~ears Ended December 31, ~007 poo6 
2005 

frovision for income taxes 1$ 3,982 1$ 
2,674 $ 2,421 

~ffective income tax rate ~2.0% I I 

32.8% 

28.7% 

The effective income tax rate is calculated by dividing the provision for income taxes by income from continuing 
operations before the provision for income taxes. The effective income tax rate in 2007 compared to 2006 was 
higher primarily due to recording $610 million of foreign and domestic taxes and expenses specifically relating to 
our share ofVodafone Omnitel distributable earnings. Verizon received a net distribution from Vodafone Omnitel 
in December 2007 of approximately $2.1 billion and anticipates that it may receive an additional distribution from 
Vodafone Omnitel within the next twelve months. The 2007 rate was also increased due to higher state taxes in 
2007 as compared to 2006, as well as greater benefits from foreign operations in 2006 compared to 2007. These 
increases were partially offset by lower expenses recorded for unrecognized tax benefits in 2007 as compared to 
2006. 

Our effective income tax rate in 2006 was higher than 2005 primarily as a result of favorable tax settlements and 
the recognition of capital loss carry forwards in 2005. These increases were partially offset by tax benefits from 
foreign operations and lower state taxes in 2006 compared to 2005. 

A reconciliation of the statutory federal income tax rate to the effective income tax rate for each period is included 
in Note 16 to the consolidated financial statements. 
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Discontinued Operations 

In accordance with Statement of Financial Accounting Standard (SF AS) No. 144, Accounting for the Impairment 
or Disposal of Long-Lived Assets, we have classified TELPRI, Verizon Dominicana and our former domestic print 
and Internet yellow pages directories publishing operations as discontinued operations in the consolidated financial 
statements for all periods presented through the date of the spin-off or divestiture. 

On March 30, 2007, after receiving Federal Communications Commission approval, we completed the sale of our 
52% interest in TELPRI and received gross proceeds of approximately $980 million. The sale resulted in a pretax 
gain of $120 million ($70 million after-tax, or $.02 per diluted share). Additionally, $100 million of the proceeds 
were contributed to the Verizon Foundation. 

The sale ofVerizon Dominicana closed in December 2006, and primarily due to taxes on previously unremitted 
earnings, a pretax gain of $30 million resulted in an after-tax loss of $541 million (or $.18 per diluted share). 

We completed the spin-off of our domestic print and Internet yellow pages directories business to our shareowners 
on November 17, 2006, which resulted in an $8,695 million increase to contributed capital in shareowner's 
investment. In addition, we recorded pretax charges of $117 million ($101 million after-tax, or $.03 per diluted 
share) for costs related to this spin-off. These costs primarily consisted of debt retirement costs, costs associated 
with accumulated vested benefits of employees, investment banking fees and other transaction costs related to the 
spin-off, which are included in discontinued operations. 

Income from discontinued operations, net oftax, decreased by $617 million, or 81.3% in 2007 compared to 2006. 
The decrease was primarily driven by the assets disposed of in 2006, partially offset by the after-tax gain recorded 
in 2007 on the sale of TELPRI. Income from discontinued operations, net of tax, decreased by $611 million, or 
44.6% in 2006 compared to 2005. This decrease was primarily due to the after-tax loss recorded in 2006 on the 
sale of Verizon Dominicana, partially offset by the cessation of depreciation on fixed assets held for sale. 

Extraordinary Item 

In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic, which provided that the Republic offer to purchase all of the equity securities of CANTY, 
including our 28.5% interest, through public tender offers in Venezuela and the United States. Under the terms of 
the MOU, the prices in the tender offers would be adjusted downward to reflect any dividends declared and paid 
subsequent to February 12, 2007. During the second quarter of 2007, the tender offers were completed and Verizon 
received an aggregate amount of approximately $572 million, which included $476 million from the tender offers 
as well as $96 million of dividends declared and paid subsequent to the MOU. Based upon our investment balance 
in CANTY, we recorded an extraordinary loss of $131 million, including taxes of $38 million, or $.05 per diluted 
share. 

Cumulative Effect of Accounting Change 

Effective January 1, 2006, we adopted SF AS No. 123(R), Share-Based Payments, utilizing the modified 
prospective method. The impact to Verizon primarily resulted from Domestic Wireless, for which we recorded a 
$42 million ($. 01 per diluted share) cumulative effect of accounting change, net of taxes and after minority 
interest, to recognize the effect of initially measuring the outstanding liability for awards granted to Domestic 
Wireless employees at fair value utilizing a Black-Scholes model. 

lsegment Results of Operations 
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We have two reportable segments, which we operate and manage as strategic business units and organize by 
products and services. Our segments are Wireline and Domestic Wireless. You can find additional information 
about our segments in Note 17 to the consolidated financial statements. 

We measure and evaluate our reportable segments based on segment income. Corporate, eliminations and other 
includes unallocated corporate expenses, intersegment eliminations recorded in consolidation, the results of other 
businesses such as our wholly-owned insurance and leasing subsidiaries, the results of investments in 
unconsolidated businesses, primarily Vodafone Omnitel, and other adjustments that are not allocated in assessing 
segment performance. These adjustments also include transactions that the chief operating decision makers 
exclude in assessing business unit performance due primarily to their non-recurring and/or non-operational nature. 
Although such transactions are excluded from the business segment results, they are included in reported 
consolidated earnings. Gains and losses that are not individually significant are included in all segment results, 
since these items are included in the chief operating decision makers' assessment of unit performance. 

ire line 

The Wireline segment consists of the operations ofVerizon Telecom, a provider of communication services, 
including voice, broadband video and data, network access, long distance, and other services to residential and 
small business customers and carriers, and Verizon Business, which provides next-generation IP network services 
to medium and large businesses and government customers globally. Operating results shown for 2006 exclude the 
results of the former MCI prior to the date of the merger (January 6, 2006). 

Operating Revenues 

dollars in millions) 

~ears Ended December 31, ~007 II poo6 
2005 

K'erizon Telecom I I II I 

Mass Markets 1$ 21,978 II 1$ 
22,234 $ 
20,044 

~holesale ~,086 II I 
8,336 

9,084 

pther I lt,862 II I 
2,368 

2,566 

K'erizon Business I I II I 

~nterprise Business lt4,677 II I 
14,296 

6,385 
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K\lholesale ~,345 II I 
3,281 

1,386 

~nternational and Other I ~,214 II I 
3,101 

~ntrasegment Eliminations 1(2,846 ~ I I 
(2,888 ) 

(1,849 ) 

[otal Wireline Operating Revenues I 1$ 50,316 II 1$ 
50,728 $ 

37,616 

Verizon Telecom 

Mass Markets 

Verizon Telecom's Mass Markets revenue includes local exchange (basic service and end-user access), value-added 
services, long distance, broadband services for residential and certain small business accounts and FiOS TV 
services. Also included are revenues generated from former MCI consumer and small business products and 
services. Long distance includes both regional toll services and long distance services. Broadband services include 
DSL and FiOS data. 

Our Mass Markets revenue decreased by $256 million, or 1.2% in 2007, and increased by $2,190 million, or 10.9% 
in 2006. The decrease in 2007 was primarily driven by lower demand and usage of our basic local exchange and 
accompanying services, attributable to consumer subscriber losses. These losses are driven by competition and 
technology substitution, including wireless and VoiP. These decreases were partially offset by growth from 
broadband services and FiOS TV services and the inclusion of the results of operations of the former MCI business 
subsequent to the close of the merger on January 6, 2006, which helped drive the increase in 2006 over 2005. 

Declines in switched access lines in service of 8.1% in 2007 and 7.6% in 2006 were mainly driven by the effects of 
competition and technology substitution. Residential retail access lines declined 9.5% in 2007 and 8.8% in 2006, 
as customers substituted wireless, VoiP, broadband and cable services for traditional voice landline services. At the 
same time, business retail access lines declined 4.0% in 2007 and 3.2% in 2006, primarily reflecting competition 
and a shift to high-speed access lines. The resulting total retail access line loss was 7.6% and 6.9% in 2007 and 
2006, respectively. Access line losses include the loss of lines served by the former MCI. 

We added 1,253,000 new broadband connections, including 854,000 for FiOS data in 2007. We ended 2007 with 
8,235,000 broadband lines in service, including 1,541,000 for FiOS data, representing an increase of 17.9% 
compared to 6,982,000 lines in service at December 31, 2006. In addition, we added approximately 736,000 FiOS 
TV customers in 2007 and ended the year with a total of 943,000, an increase of approximately 355% compared to 
207,000 FiOS TV customers at December 31, 2006. As of December 31, 2007, for FiOS data and FiOS TV, we 
achieved penetration rates of 20.6% and 16.0%, respectively, across the markets where we have been selling these 
services. 

Wholesale 

Wholesale revenues are earned from long distance and other competing carriers who use our local exchange 
facilities to provide services to their customers. Switched access revenues are generated from fixed and usage-based 
charges paid by carriers for access to our local network. Special access revenues are generated from carriers that 
buy dedicated local exchange capacity to support their private networks. Wholesale services also include local 
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wholesale revenues from unbundled network elements (UNEs) and interconnection revenues from competitive 
local exchange carriers (CLECs) and wireless carriers. 

Wholesale revenues decreased by $250 million, or 3.0% in 2007 and by $748 million, or 8.2% in 2006, due to 
declines in switched access revenues and local wholesale revenues (UNEs) and, in 2006, the reduction in access 
revenues billed to the former MCI mass market entities. These declines were partially offset by increases in special 
access revenues. 

Switched minutes of use (MOUs) declined in 2007 and 2006, reflecting the impact of access line loss and wireless 
substitution. Wholesale lines decreased by 15.9% in 2007 due to the ongoing impact of a 2005 decision by a major 
competitor to deemphasize their local market initiatives. Special access revenue growth reflects continuing demand 
for high-capacity, high-speed digital services, partially offset by lower demand for older, low-speed data products 
and services. As of December 31, 2007, customer demand for high-capacity and digital data services increased 
8.2% compared to 2006. 

The FCC regulates the rates that we charge customers for interstate access services. See "Other Factors That May 
Affect Future Results - Regulatory and Competitive Trends - FCC Regulation" for additional information on FCC 
rulemaking concerning federal access rates, universal service and certain broadband services. 

Other Revenues 

Other revenues include such services as operator services (including deaf relay services), public (coin) telephone, 
card services and supply sales, as well as dial around services including 10-10-987, 10-10-220, 1-800-COLLECT 
and Prepaid Cards. 

Verizon Telecom's revenues from other services decreased by $506 million, or 21.4% in 2007, and by $198 
million, or 7.7% in 2006. These revenue decreases were mainly due to the discontinuation of non-strategic product 
lines and reduced business volumes, partially offset by the inclusion of revenues from the former MCI in 2006. 

Verizon Business 

Enterprise Business 

Our Enterprise Business channel distributes voice, data and Internet communications services to medium and large 
business customers, multi-national corporations, and state and federal government customers. In addition to 
communication services, this channel provides value-added services that make communications more secure, 
reliable and efficient. Enterprise Business provides managed network services for customers that outsource all or 
portions of their communications and information processing operations and data services such as Private IP, 
Private Line, Frame Relay and ATM services, both domestically and internationally. 

Enterprise Business 2007 revenues of $14,677 million increased by $381 million, or 2.7%, as compared to 2006, 
primarily reflecting growth in demand for our strategic products, specifically IP services and managed services, as 
well as the inclusion of the results of operations of the former MCI business subsequent to the close of the merger 
on January 6, 2006. The IP suite of products is Enterprise Business' fastest growing set of product offerings and 
includes Private IP, IP VPN, Web Hosting and VoiP. Our Enterprise Business channel services many customer 
accounts that are moving from core data products to IP based products. This shift in technology is occurring across 
our customer base. Enterprise Business 2006 revenues of $14,296 million increased $7,911 million, or 123.9% 
compared to 2005 primarily due to the acquisition ofMCI. 

Wholesale 

Our Wholesale revenues relate to domestic wholesale services and include all interexchange wholesale traffic sold 
in the United States, as well as internationally destined traffic that originates in the United States. The Wholesale 
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line of business is comprised of numerous large and small customers that predominately resell voice services to 
their own customer base. A portion of this revenue is generated by a few large telecommunication carriers, many of 
whom compete directly with Verizon. 

Verizon Business 2007 Wholesale revenues of $3,345 million increased by $64 million, or 2.0% as compared to 
2006, primarily due to increased MOUs in traditional voice products, partially offset by continued rate compression 
due to competition in the marketplace. During 2006, Verizon Business Wholesale revenues of $3,281 million, 
increased $1,895 million, or 136.7%, compared to 2005, primarily due to the MCI acquisition. 

International and Other 

Our International operations serve retail and wholesale customers, including enterprise businesses, government 
entities and telecommunication carriers outside of the United States, primarily in Europe, the Middle East and 
Africa, the Asia Pacific region, Latin America and Canada. These operations provide telecommunications services, 
which include voice, data services, Internet and managed network services. 

International and other revenues of $3,214 million during 2007 increased by $113 million, or 3. 6% as compared to 
2006. Revenue growth in our strategic products, specifically IP services, was partially offset by competitive rate 
compression and lower volumes with respect to our voice products. Our revenues from International and Other in 
the year ended December 31, 2006 were $3, 101 million. This market represented a new revenue stream to Verizon 
resulting from the MCI acquisition on January 6, 2006. 

Operating Expenses 

dollars in millions) 

~ears Ended December 31, ~007 I 

2006 

2005 

lcost of services and sales 1$ 25,220 
I 

$ 24,767 

$ 15,813 

!selling, general and administrative expense 
I 111,236 I 

11,820 

8,210 

pepreciation and amortization expense I r,t84 I 

9,590 

$ 

$ 32,824 

Cost of Services and Sales 

Cost of services and sales includes the following costs directly attributable to a service or product: salaries and 
wages, benefits, materials and supplies, contracted services, network access and transport costs, customer 
provisioning costs, computer systems support, costs to support our outsourcing contracts and technical facilities, 
contributions to the universal service fund, customer provisioning costs and cost of products sold. Aggregate 

I 

I 

I 

I 

I I 

I I 

I I 

I I 
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customer care costs, which include billing and service provisioning, are allocated between cost of services and sales 
and selling, general and administrative expense. 

Cost of services and sales increased by $453 million, or 1.8%, during 2007 compared to 2006. This increase was 
primarily due to higher costs associated with our growth businesses, annual wage increases and higher customer 
premise equipment costs, partially offset by productivity improvement initiatives and lower switched access lines in 
service, as well as lower wholesale voice connections. 

Cost of services and sales increased by $8,954 million, or 56.6%, in 2006 compared to 2005. These increases were 
primarily due to the MCI merger in 2006 partially offset by the net impact of other cost changes. Higher costs 
associated with our growth businesses and annual wage increases were partially offset by productivity improvement 
initiatives, which reduced cost of services and sales expenses in 2006. Expenses were also impacted by increased 
net pension and other postretirement benefit costs. The overall impact of the 2006 assumption changes, combined 
with the impact of lower than expected actual asset returns over the past several years, resulted in pension and 
other postretirement benefit expense of $1,408 million in 2006 compared to net pension and postretirement benefit 
expense of$1,248 million in 2005. Expenses decreased in 2006 due to the discontinuation of non-strategic 
businesses, including the termination of a large commercial inventory management contract in 2005. 

Selling , General and Administrative Expense 

Selling, general and administrative expense includes salaries, wages and benefits not directly attributable to a 
service or product, bad debt charges, taxes other than income, advertising and sales commission costs, customer 
billing, call center and information technology costs, professional service fees and rent for administrative space. 

Selling, general and administrative expenses in 2007 decreased by $584 million or 4.9%, in 2007 compared to 
2006. The decrease was primarily due to cost reduction initiatives, as well as the impact of gains from real estate 
sales and lower bad debt costs, partially offset by higher advertising costs and the inclusion of the results of 
operations of the former MCI business subsequent to the close of the merger on January 6, 2006. 

Selling, general and administrative expenses in 2006 increased by $3,610 million, or 44.0% compared to 2005. 
These increases were primarily due to the inclusion of expenses from the former MCI in 2006, partially offset by 
synergy savings resulting from our merger integration efforts, the impact of gains from real estate sales and lower 
bad debt costs. 

Depreciation and Amortization Expense 

The decrease in depreciation and amortization expense of $406 million, or 4.2%, in 2007 compared to 2006 was 
mainly driven by lower rates of depreciation as a result of changes in the estimated useful lives of certain asset 
classes, partially offset by growth in depreciable telephone plant from increased capital spending. The increase in 
depreciation and amortization expense of $789 million, or 9.0% in 2006 compared to 2005 was mainly driven by 
the acquisition ofMCI's depreciable property and equipment and finite-lived intangible assets, including its 
customer lists and capitalized non-network software, and by growth in depreciable telephone plant and non­
network software assets. 

Segment Income 

dollars in millions) 

~ears Ended December 31, ~007 
2006 
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!segment Income 

2005 

1 1$ 1,so6 
$ 1,625 

$ 1,906 

Segment income decreased by $119 million, or 7.3% in 2007 and by $281 million, or 14.7% in 2006, due to the 
after-tax impact of operating revenues and operating expenses described above, along with the impact of favorable 
income tax adjustments in 2005. 

Non-recurring or non-operational items not included in Verizon Wireline's segment income totaled $714 million, 
$407 million and ($168) million in 2007, 2006, and 2005, respectively. Non-recurring or non-operational items in 
2007 included costs associated with severance and other related charges, costs incurred related to network, non­
network software, and other activities in connection with the spin-off of local exchange assets in Maine, New 
Hampshire and Vermont (see "Recent Developments" section), as well as costs associated with merger integration 
initiatives, principally related to the acquisition ofMCI and other items. Non-recurring or non-operational items in 
2006 included costs associated with severance activity, pension settlement losses, Verizon Center relocation-related 
costs and merger integration costs. Merger integration costs primarily included costs related to advertising and re­
branding initiatives, facility exit costs, severance costs, labor and contractor costs related to information technology 
integration initiatives and employee retention expenses. Non-recurring or non-operational items in 2005 related to 
the gain on the sale of our Hawaii wireline operations, the net gain on the sale of a New York City office building, 
changes to management retirement benefit plans, severance costs and Verizon Center relocation-related costs. 

~omestic Wireless 

Our Domestic Wireless segment provides wireless voice and data services, other value-added services and 
equipment sales across the United States. This segment primarily represents the operations of the Verizon Wireless 
joint venture with Vodafone. Verizon owns a 55% interest in the joint venture and Vodafone owns the remaining 
45%. All financial results included in the tables below reflect the consolidated results ofVerizon Wireless. 

Operating Revenues 

~ears Ended December 31, 

!service revenues 

32,796 

~quipment and other 

[otal Domestic Wireless Operating Revenue 

38,043 

dollars in millions) 

~007 
2005 

1$ 38,016 

$ 28,131 

~,866 
5,247 

4,170 

1 1$ 43,882 
$ 32,301 

~006 

Domestic Wireless's total operating revenues of $43,882 million were $5,839 million, or 15.3% higher in 2007 
compared to 2006. Service revenues of $38,016 million were $5,220 million, or 15.9% higher than 2006. The 
service revenue increase was primarily due to an 11.3% increase in customers as of December 31, 2007 compared 

GTEOSI00004592 



to December 31, 2006, and increased average revenue per customer. Equipment and other revenue increased $619 
million, or 11.8% in 2007 compared to 2006, principally as a result of increases in the number of customers 
upgrading their wireless devices. Other revenue also increased due to increases in cost recovery surcharges and 
regulatory fees. 

Total customers as of December 31, 2007 were 65.7 million, of which 97% were retail customers, compared to 
59.1 million, of which 96% were retail customers at December 31, 2006. Retail (non-wholesale) customers are 
customers who are directly served and managed by Verizon Wireless and who buy its branded services. Our 
Domestic Wireless customer base as of December 31, 2007 was 93% retail postpaid compared to 92.6% retail 
postpaid at December 31, 2006. Total average monthly churn was 1.21% in 2007 compared to 1.17% in 2006. 

Our Domestic Wireless segment ended 2007 with 63.7 million retail customers, an increase of 6. 9 million net new 
retail customers or 12.2%, compared to December 31, 2006. Average monthly retail postpaid churn, the rate at 
which retail postpaid customers disconnect service, was 0.91% in 2007, unchanged compared to 2006. 

Average retail service revenue per customer per month increased 2.2% to $51.57 in 2007 compared to 2006. 
Average retail data service revenue per customer per month increased 43.9% in 2007 compared to 2006 driven by 
increased use of our messaging service, VZAccess, and other data services. Retail data revenues were $7,309 
million and accounted for 19.7% of retail service revenue in 2007, compared to $4,445 million and 14.0% of retail 
service revenue in 2006. 

Domestic Wireless's total operating revenues of $38,043 million in 2006 increased $5,742 million, or 17.8% 
compared to 2005. Service revenues of $32,796 million were $4,665 million, or 16.6% higher than 2005. The 
service revenue increase was primarily due to a 15.0% increase in customers as of December 31, 2006 compared to 
December 31, 2005, and increased average revenue per customer. Equipment and other revenue increased $1,077 
million, or 25.8% in 2006 compared to 2005 principally as a result of increases in the number and price of wireless 
devices sold. Other revenue also increased due to increases in regulatory fees, primarily the universal service fund 
and cost recovery surcharges. 

Average retail service revenue per customer per month increased 0.7% to $50.44 in 2006 compared to 2005. 
Average retail data service revenue per customer per month increased 71.3% in 2006, compared to 2005, driven by 
increased use of our messaging, VZAccess and other data services. However, Domestic Wireless experienced an 
increase in the proportion of customers on its Family Share price plans, which put downward pressure on average 
service revenue per customer during 2006. Retail data revenues were $4,445 million and accounted for 14.0% of 
retail service revenue in 2006, compared to $2,232 million and 8.2% of retail service revenue in 2005. 

Operating Expenses 

ears Ended December 31, 006 

2005 

lcost of services and sales 1$ 13,456 

11,491 $ 9,393 

!selling, general and administrative expense 113,477 112,039 

10,768 

pepreciation and amortization expense ~,913 
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28,443 $24,921 

Cost of Services and Sales 

Cost of services and sales, which are costs to operate the wireless network as well as the cost of roaming, long 
distance and equipment sales, increased by $1,965 million, or 17.1% in 2007 compared to 2006. Cost of services 
increased due to higher wireless network costs in 2007 caused by increased network usage, partially offset by lower 
rates for long distance, roaming and local interconnection. Cost of equipment sales grew by 20.2% in 2007 
compared to 2006. The increase was primarily attributed to an increase in equipment upgrades, together with an 
increase in cost per unit as a result of increased sales of higher cost advanced wireless devices. 

Cost of services and sales increased by $2,098 million, or 22.3% in 2006 compared to 2005. This increase was 
primarily due to higher wireless network costs in 2006 caused by increased network usage relating to both voice 
and data services and an increase in cost of equipment sales driven by an increase in wireless devices sold, 
resulting from an increase in equipment upgrades, together with an increase in cost per unit in 2006. 

Selling, General and Administrative Expense 

Selling, general and administrative expense increased by $1,438 million, or 11.9% in 2007 compared to 2006. This 
increase was primarily due to an increase in salary and benefits expense of $641 million, resulting from an 
increase in employees in the sales and customer care areas, and higher per employee salary and benefit costs. Sales 
commissions expense in both our direct and indirect channels increased by $14 7 million in 2007 compared to 
2006, primarily as a result of an increase in customer renewals and equipment upgrades. Advertising and 
promotion expense increased $144 million in 2007, compared to 2006. Also contributing to the increase were 
higher costs associated with regulatory fees, which increased by $127 million in 2007. 

Selling, general and administrative expense increased by $1,271 million, or 11.8% in 2006 compared to 2005. This 
increase was primarily due to an increase in salary and benefits expense, as well as advertising and promotion, and 
regulatory fee increases, compared to 2005. 

Depreciation and Amortization Expense 

Depreciation and amortization expense increased by $241 million, or 4.9% in 2007 compared to 2006 and 
increased by $153 million, or 3.2% in 2006 compared to 2005. These increases were primarily due to an increase 
in depreciable assets. Partially offsetting this increase in 2007 was lower amortization expense resulting from 
customer lists becoming fully amortized during 2006. 

Segment Income 

~ears Ended December 31, 

!segment Income 

dollars in millions) 

~007 
2006 

2005 

1 1$ 3,794 

$ 2,976 

$ 2,219 

Segment income increased by $818 million, or 27.5% in 2007 compared to 2006 and increased by $757 million, or 
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34.1% in 2006 compared to 2005, primarily as a result of the after-tax impact of operating revenues and operating 
expenses described above, partially offset by higher minority interest expense. Segment income in 2006 excludes 
$42 million after-tax due to the adoption of SFAS No. 123(R). 

Increases in minority interest expense in 2007 and 2006 were due to the increased income of the wireless joint 
venture and the significant minority interest attributable to Vodafone. 

lother Items 

~erger Integration Costs 

In 2007 and 2006, we recorded pretax charges of $178 million ($112 million after-tax, or $.04 per diluted share) 
and $232 million ($146 million after-tax, or $.05 per diluted share), respectively, primarily associated with the 
MCI acquisition in 2006 that were comprised of advertising and other costs related to re-branding initiatives, 
facility exit costs and systems integration activities. 

ITax Matters 

In December 2007, Verizon received a net distribution from Vodafone Omnitel of approximately $2.1 billion and 
we anticipate that we may receive an additional distribution from Vodafone Omnitel within the next twelve 
months. As a result, we recorded $610 million ($.21 per diluted share) of foreign and domestic taxes and expenses 
specifically relating to our share ofVodafone Omnitel's distributable earnings. 

During 2005, we recorded tax benefits of $336 million ($.12 per diluted share) in connection with the utilization of 
prior year loss carry forwards. As a result of the capital gain realized in 2005 in connection with the sale of our 
Hawaii businesses, we recorded a tax benefit of $242 million related to the capital losses incurred in previous 
years. 

Also during 2005, we recorded a net tax provision of $206 million ($.07 per diluted share) related to the 
repatriation of foreign earnings under the provisions of the American Jobs Creation Act of 2004, for two of our 
foreign investments. 

~acility and Employee-Related Items 

During the fourth quarter of 2007, we recorded a charge of $772 million ($477 million after-tax, or $.16 per 
diluted share) primarily in connection with workforce reductions of9,000 employees and related charges, 4,000 of 
whom were terminated in the fourth quarter of 2007 with the remaining reductions expected to occur throughout 
2008. In addition, we adjusted our actuarial assumptions for severance to align with future expectations. 

During 2006, we recorded net pretax severance, pension and benefits charges of $425 million ($258 million after­
tax, or $.09 per diluted share). These charges included net pretax pension settlement losses of $56 million ($26 
million after-tax, or $.01 per diluted share) related to employees that received lump-sum distributions primarily 
resulting from our separation plans. These charges were recorded in accordance with SF AS No. 88, Employers' 
Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination (SF AS No. 
88), which requires that settlement losses be recorded once prescribed payment thresholds have been reached. Also 
included are pretax charges of $369 million ($228 million after-tax, or $.08 per diluted share), for employee 
severance and severance-related costs in connection with the involuntary separation of approximately 4,100 
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employees. In addition, during 2005 we recorded a charge of $59 million ($36 million after-tax, or $.01 per diluted 
share) associated with employee severance costs and severance-related activities in connection with the voluntary 
separation program for surplus union-represented employees. 

During 2006, we recorded pretax charges of $184 million ($ll8 million after-tax, or $.04 per diluted share) in 
connection with the relocation of employees and business operations to Verizon Center in Basking Ridge, New 
Jersey. During 2005, we recorded a net pretax gain of $18 million ($8 million after-tax) in connection with the 
relocation, including a pretax gain of $120 million ($72 million after-tax, or $.03 per diluted share) related to the 
sale of a New York City office building, partially offset by a pretax charge of $102 million ($64 million after-tax, 
or $.02 per diluted share), primarily associated with relocation, employee severance and related activities. 

During 2005, we reported a net pretax charge of $98 million ($59 million after-tax, or $.02 per diluted share) 
related to the restructuring of the Verizon management retirement benefit plans. This pretax charge was recorded 
in accordance with SF AS No. 88, and SF AS No. 106, Employers' Accounting for the Postretirement Benefits 
Other Than Pensions (SF AS No. 106) and includes the unamortized cost of prior pension enhancements of $430 
million offset partially by a pretax curtailment gain of $332 million related to retiree medical benefits. In 
connection with this restructuring, management employees: no longer earn pension benefits or earn service 
towards the company retiree medical subsidy after June, 2006; received an 18-month enhancement of the value of 
their pension and retiree medical subsidy; and receive a higher savings plan matching contribution. 

Other 

In 2006, we recorded pretax charges of $26 million ($16 million after-tax, or $.01 per diluted share) resulting from 
the extinguishment of debt assumed in connection with the completion of the MCI merger. 

During 2005, we recorded pretax charges of $139 million ($133 million after-tax, or $.05 per diluted share) 
including a pretax impairment charge of $125 million ($125 million after-tax, or $.04 per diluted share) pertaining 
to aircraft leased to airlines involved in bankruptcy proceedings and a pretax charge of $14 million ($8 million 
after-tax, or less than $.01 per diluted share) in connection with the early extinguishment of debt. 

!consolidated Financial Condition 

dollars in millions) 

Rears Ended December 31, ~007 II poo6 
2005 

leash Flows Provided By (Used In) I I II I 

pperating Activities: I I II I 

!continuing operations 1$ 26,309 II 1$ 
23,030 $ 20,444 

piscontinued operations 1(570 ~ I 11,076 

II I 

II I 

II I 

II I 

II I 
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1,581 

~nvesting Activities: I I II I 

!continuing operations I 1(16,865 ~ I 1(17,422 

) (18,136 

) 

piscontinued operations I 1757 II 11,806 

(356 

) 

financing activities: I I II I 

!continuing operations 1(11,697 ~ I 1(5,752 

) (4,958 

) 

piscontinued operations I t II 1(279 

(76) 

~ncrease (Decrease) In Cash and Cash Equivalents 1$ (2,066 ~ I 1$ 
2,459 $ (1,501 

We use the net cash generated from our operations to fund network expansion and modernization, repay external 
financing, pay dividends and invest in new businesses. Additional external financing is obtained when necessary. 
While our current liabilities typically exceed current assets, our sources of funds, primarily from operations and, to 
the extent necessary, from readily available external financing arrangements, are sufficient to meet ongoing 
operating and investing requirements. We expect that capital spending requirements will continue to be financed 
primarily through internally generated funds. Additional debt or equity financing may be needed to fund additional 
development activities or to maintain our capital structure to ensure our financial flexibility. 

Cash Flows Provided By Operating Activities 

Our primary source of funds continues to be cash generated from operations. In total, cash from operating activities 
in 2007 increased compared to the similar period of 2006. The increase was due to higher cash flow from 
continuing operations, partially offset by decreased cash flow from discontinued operations. The increase in cash 
flow from operating activities - continuing operations in 2007 compared to 2006 was primarily due to the 
distributions from Vodafone Omnitel and CANTY, increased operating cash flows from Domestic Wireless and 
lower interest payments on outstanding debt, partially offset by changes in working capital. 

The decrease in cash flow from operating activities-discontinued operations in 2007 compared to 2006 was 
primarily due to income taxes paid in 2007 related to the fourth quarter 2006 disposition ofVerizon Dominicana, 
as well as the disposal of the discontinued operations in the fourth quarter of 2006. 

In 2006, the increase in cash from operating activities compared to 2005 was primarily due to higher earnings at 
Domestic Wireless, which included higher minority interest earnings, and lower dividends paid to minority 
partners. Total minority interest earnings, net of dividends paid to minority interest partners, was $3.2 billion in 
2006 compared to $1.7 billion in 2005. In addition, higher operating cash flow in 2006 compared to 2005 was due 
to lower cash taxes paid in 2006, resulting from 2005 tax payments related to foreign operations and investments 
sold during the fourth quarter of 2004. Partially offsetting these increases were significant 2005 repatriations of 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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foreign earnings of unconsolidated businesses. 

Operating cash flows from discontinued operations decreased $505 million to $1,076 million in 2006 from $1,581 
million in 2005 due to the completion of our domestic print and Internet yellow pages directories business spin-off 
on November 17, 2006 and the close of the sale ofVerizon Dominicana on December 1, 2006, partially offset by 
the operating activities of the remaining assets held for sale. 

Cash Flows Used In Investing Activities 

Capital expenditures continue to be our primary use of cash flows from operations, as they facilitate the 
introduction of new products and services, enhance responsiveness to competitive challenges and increase the 
operating efficiency and productivity of our networks. Including capitalized software, we invested $10,956 million 
in our Wireline business in 2007, compared to $10,259 million and $8,267 million in 2006 and 2005, respectively. 
We also invested $6,503 million in our Domestic Wireless business in 2007, compared to $6,618 million and 
$6,484 million in 2006 and 2005, respectively. The increase in capital spending at Wireline is mainly driven by 
increased spending in high growth areas such as fiber optic to the premises. Capital spending at Domestic Wireless 
represents our continuing effort to invest in this high growth business. 

In 2008, capital expenditures, including capitalized software, are expected to be lower than 2007 expenditures. 

In 2007, we paid $417 million, net of cash received, to acquire a security-services firm and $180 million to 
purchase several wireless properties and licenses. In 2006, we invested $1,422 million in acquisitions and 
investments in businesses, including $2,809 million to acquire thirteen 20 MHz licenses in connection with the 
FCC Advanced Wireless Services auction and $57 million to acquire other wireless properties. This was offset by 
MCI's cash balances of $2,361 million we acquired at the date of the merger. In 2005, we invested $4,684 million 
in acquisitions and investments in businesses, including $3,003 million to acquire NextWave Telecom Inc. 
(NextWave) personal communications services licenses, $641 million to acquire 63 broadband wireless licenses in 
connection with FCC auction 58, $419 million to purchase Qwest Wireless, LLC's spectrum licenses and wireless 
network assets in several existing and new markets, $230 million to purchase spectrum from MetroPCS, Inc. and 
$297 million for other wireless properties and licenses. In 2005, we received cash proceeds of $1,326 million in 
connection with the sale ofVerizon's wireline operations in Hawaii. 

Our short -term investments principally include cash equivalents held in trust accounts for payment of employee 
benefits. In 2007, 2006 and 2005, we invested $1,693 million, $1,915 million and $1,955 million, respectively, in 
short-term investments, primarily to pre-fund active employees' health and welfare benefits. Proceeds from the 
sales of all short-term investments, principally for the payment of these benefits, were $1,862 million, $2,205 
million and $1,609 million in the years 2007, 2006 and 2005, respectively. 

Other, net investing activities during 2007 primarily include cash proceeds of approximately $800 million from 
property sales and sales of select non-strategic assets, as well as $4 76 million from the disposition of our interest in 
CANTY. Other, net investing activities for 2006 primarily include cash proceeds of $283 million from property 
sales. Other, net investing activities for 2005 primarily include a net investment of $913 million for the purchase of 
43.4 million shares ofMCI common stock from eight entities affiliated with Carlos Slim Helu, offset by cash 
proceeds of $713 million from property sales, including a New York City office building, and $349 million of 
repatriated proceeds from the sales of European investments in prior years. 

In 2007, investing activities of discontinued operations primarily included gross proceeds of approximately $980 
million in connection with the sale of TELPRI. In 2006, investing activities of discontinued operations included 
net pretax cash proceeds of $2,042 million in connection with the sale of Verizon Dominicana. In 2005, investing 
activities of discontinued operations primarily related to capital expenditures related to discontinued operations. 
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Cash Flows Used In Financing Activities 

In 2007, our total debt was reduced by $5.2 billion, due to the repayment of approximately $1.7 billion ofWireline 
debt, including the early repayment of previously guaranteed $300 million 7% debentures issued by Verizon South 
Inc. and $480 million 7% debentures issued by Verizon New England Inc., as well as approximately $1.6 billion of 
other borrowings. Also, we redeemed $1,580 million principal of our outstanding floating rate notes, which were 
called on January 8, 2007, and the $500 million 7.90% debentures issued by GTE Corporation. Partially offsetting 
the reduction in total debt were cash proceeds of $3,402 million in connection with fixed and floating rate debt 
issued during 2007. 

Our total debt was reduced by $1,896 million in 2006. We repaid $6,838 million ofWireline debt, including 
premiums associated with the retirement of $5,665 million of aggregate principal amount oflong-term debt 
assumed in connection with the MCI merger. The Wireline repayments also included the early 
retirement/prepayment of $697 million oflong-term debt and $155 million of other long-term debt at maturity. We 
repaid approximately $2.5 billion of Domestic Wireless 5.375% fixed rate notes that matured on December 15, 
2006. Also, we redeemed the $1,375 million accreted principal of our remaining zero-coupon convertible notes and 
retired $482 million of other corporate long-term debt at maturity. These repayments were partially offset by our 
issuance of long-term debt with a total aggregate principal amount of $4 billion, resulting in cash proceeds of 
$3,958 million, net of discounts, issuance costs and the receipt of cash proceeds related to hedges on the interest 
rate of an anticipated financing. In connection with the spin-off of our domestic print and Internet yellow pages 
directories business, we received net cash proceeds of approximately $2 billion and retired debt in the aggregate 
principal amount of approximately $7 billion. 

Cash of $240 million was used to reduce our total debt in 2005. We repaid $1,533 million of Domestic Wireless, 
$1,183 million ofWireline and $1,109 million ofVerizon corporate long-term debt. The Wireline debt repayment 
included the early retirement of $350 million of long-term debt and $806 million of other long-term debt at 
maturity. This decrease was largely offset by the issuance by Verizon corporate of long-term debt with a total 
principal amount of $1,500 million, resulting in total cash proceeds of $1,478 million, net of discounts and costs, 
and an increase in our short -term borrowings of $2,098 million. 

Our ratio of debt to debt combined with shareowners' equity was 38.1% at December 31, 2007 compared to 42.8% 
at December 31, 2006. 

As of December 31, 2007, we had no bank borrowings outstanding. We also had approximately $6.2 billion of 
unused bank lines of credit (including a $6 billion three-year committed facility that expires in September 2009 
and various other facilities totaling approximately $400 million) and we had shelf registrations for the issuance of 
up to $8 billion of unsecured debt securities. The debt securities ofVerizon and our telephone subsidiaries continue 
to be accorded high ratings by primary rating agencies. In July 2007, S&P revised its outlook to stable from 
negative and affirmed its long term rating of A. Other long-term ratings ofVerizon are: Moody's A3 with stable 
outlook; and Fitch A+ with stable outlook. The short-term ratings ofVerizon are: Moody's P-2; S&P A-1; and 
Fitch Fl. 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

In February 2008, we issued $4,000 million of fixed rate notes with varying maturities that resulted in cash 
proceeds of $3,953 million, net of discounts and issuance costs. 

As in prior years, dividend payments were a significant use of cash flows from operations. We continuously 
evaluate the level of our dividend payments by considering such factors as long-term growth opportunities, internal 
cash requirements and the expectations of our shareowners. During the first half of 2007, Verizon announced 
quarterly cash dividends of $.405 per share. During the third quarter of 2007, we increased our dividend payments 
6.2% to $.43 per share from $.405 per share. In the third and fourth quarters of 2007, Verizon declared a quarterly 
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cash dividend of $.43 per share. In 2006 and 2005, Verizon declared quarterly cash dividends of $.405 per share. 

Common stock has been used from time to time to satisfy some of the funding requirements of employee and 
shareowner plans. On March 1, 2007, the Board of Directors determined that no additional common shares could 
be purchased under previously authorized share repurchase programs and gave authorization to repurchase up to 
100 million common shares terminating no later than the close of business on February 28, 2010. During 2007, we 
repurchased $2,843 million of our common stock. We plan to continue our share buyback program in 2008. 
Additionally, we received $1,274 million of cash proceeds from the sale of common stock, primarily due to the 
exercise of stock options. On February 7, 2008, the Board of Directors replaced this share buy back program with a 
new program for the repurchase of up to 100 million common shares terminating no later than the close of 
business on February 28, 2011. The Board also determined that no additional shares were to be purchased under 
the prior program. 

ncrease (Decrease) In Cash and Cash Equivalents 

Our cash and cash equivalents at December 31, 2007 totaled $1,153 million, a $2,066 million decrease compared 
to cash and cash equivalents at December 31, 2006. Our cash and cash equivalents at December 31, 2006 totaled 
$3,219 million, a $2,459 million increase compared to cash and cash equivalents at December 31, 2005 of $760 
million. 

mployee Benefit Plan Funded Status and Contributions 

We operate numerous qualified and nonqualified pension plans and other postretirement benefit plans. These plans 
primarily relate to our domestic business units. The majority ofVerizon's pension plans are adequately funded. We 
contributed $612 million, $451 million and $593 million in 2007, 2006 and 2005, respectively, to our qualified 
pension plans. We also contributed $125 million, $117 million and $105 million to our nonqualified pension plans 
in 2007, 2006 and 2005, respectively. 

Based on the funded status of the plans at December 31, 2007, we anticipate qualified pension trust contributions 
of $350 million in 2008. Our estimate of required qualified pension trust contributions for 2009 is approximately 
$300 million. Nonqualified pension contributions are estimated to be approximately $130 million for both 2008 
and 2009, respectively. 

Contributions to our other postretirement benefit plans generally relate to payments for benefits on an as-incurred 
basis since the other postretirement benefit plans do not have funding requirements similar to the pension plans. 
We contributed $1,048 million, $1,099 million and $1,040 million to our other postretirement benefit plans in 
2007, 2006 and 2005, respectively. Contributions to our other postretirement benefit plans are estimated to be 
approximately $1,580 million in 2008 and $1,770 million in 2009. 

Refer to Note 1 in the consolidated financial statements for a discussion of the adoption of SFAS No. 158, which 
was effective December 31, 2006. 

leasing Arrangements 

We are the lessor in leveraged and direct financing lease agreements for commercial aircraft and power generating 
facilities, which comprise the majority of the portfolio along with telecommunications equipment, real estate 
property and other equipment. These leases have remaining terms up to 48 years as of December 31, 2007. 
Minimum lease payments receivable represent unpaid rentals, less principal and interest on third-party 
nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this debt, which 
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holds a senior security interest in the leased equipment and rentals, the related principal and interest have been 
offset against the minimum lease payments receivable in accordance with generally accepted accounting principles. 
All recourse debt is reflected in our consolidated balance sheets. See "Other Items" for a discussion of lease 
impairment charges. 

Off Balance Sheet Arrangements and Contractual Obligations 

Contractual Obligations and Commercial Commitments 

The following table provides a summary of our contractual obligations and commercial commitments at December 
31, 2007. Additional detail about these items is included in the notes to the consolidated financial statements. 

dollars in millions) 

Payments Due By Period 

rontractual Obligations otal I ~ess than 1 year I 11-3 years I ~-5 years 

More than 5 years 

~ong-term debt (see Note 11) 1$ 30,455 I 1$ 2,518 1$ 5,781 1$ 
6,891 $ 15,265 

lcapitallease obligations (see Note 10) 1312 ~6 193 b 
102 

[otallong-term debt, including current maturitie~ 
I 130,f67 ~,564 15,874 

6,962 15,367 

~nterest on long-term debt (see Note 11) b,116 11,897 13,350 ~,622 
13,247 

pperating leases (see Note 10) p,001 11,489 ~,292 11,253 

1,967 

furchase obligations (see Note 20) 1844 ~13 1188 133 
10 

~ncome Tax Audit Settlements* (see Note 16) ~33 ~33 1- 1-

pther long-term liabilities (see Note 15) ~,190 ~,020 ~,170 1-

[otal contractual obligations 1$ 64,151 1$ 8,816 1$ 13,874 1$ 
10,870 $ 30,591 

*The $23 3 million of income tax audit settlements include gross unrecognized tax benefits of $148 million as 
determined under Financial Accounting Standards Board (F ASB) Interpretation No. 48, Accounting for 
Uncertainty in Income Taxes (FIN 48) and related gross interest of$85 million. We are not able to make a reliable 
estimate of when the balance of $2,73 5 million of unrecognized tax benefits and related interest and penalties will 
be settled with the respective taxing authorities until issues or examinations are further developed (see Note 16). 

Guarantees 

In connection with the execution of agreements for the sale of businesses and investments, Verizon ordinarily 

I I 
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provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

As of December 31, 2007, letters of credit totaling $225 million were executed in the normal course of business, 
which support several financing arrangements and payment obligations to third parties. 

~arket Risk 

We are exposed to various types of market risk in the normal course ofbusiness, including the impact of interest 
rate changes, foreign currency exchange rate fluctuations, changes in equity investment and commodity prices and 
changes in corporate tax rates. We employ risk management strategies using a variety of derivatives, including 
interest rate swap agreements, interest rate locks, foreign currency forwards and commodity swaps. We do not hold 
derivatives for trading purposes. 

It is our general policy to enter into interest rate, foreign currency and other derivative transactions only to the 
extent necessary to achieve our desired objectives in limiting our exposure to the various market risks. Our 
objectives include maintaining a mix of fixed and variable rate debt to lower borrowing costs within reasonable 
risk parameters and to protect against earnings and cash flow volatility resulting from changes in market 
conditions. We do not hedge our market risk exposure in a manner that would completely eliminate the effect of 
changes in interest rates, commodity prices and foreign exchange rates on our earnings. We do not expect that our 
net income, liquidity and cash flows will be materially affected by these risk management strategies. 

~nterest Rate Risk 

The table that follows summarizes the fair values of our long-term debt and interest rate derivatives as of 
December 31, 2007 and 2006. The table also provides a sensitivity analysis of the estimated fair values of these 
financial instruments assuming 100-basis-point upward and downward shifts in the yield curve. Our sensitivity 
analysis does not include the fair values of our commercial paper and bank loans, if any, because they are not 
significantly affected by changes in market interest rates. 

t December 31, 2007 air Value assuming +I 00 basi 

point shift Fair Value assuming -100 basis point shift 

~ong-term debt and interest rate derivatives 1$ 31,930 I 1$ 30,154 
$ 33,957 

t December 31, 2006 

~ong-term debt and interest rate derivatives 1$ 33,569 1$ 31,724 

$ 35,607 

~oreign Currency Translation 

GTEOSI00004602 



The functional currency for our foreign operations is primarily the local currency. The translation of income 
statement and balance sheet amounts of our foreign operations into U.S. dollars are recorded as cumulative 
translation adjustments, which are included in Accumulated Other Comprehensive Loss in our consolidated 
balance sheets. The translation gains and losses of foreign currency transactions and balances are recorded in the 
consolidated statements of income in Other Income and (Expense), Net and Income from Discontinued Operations, 
Net of Tax. At December 31, 2007, our primary translation exposure was to the British Pound and the Euro. 

During 2007, we entered into foreign currency forward contracts to hedge a portion of our net investment in 
Vodafone Omnitel. Changes in fair value of these contracts due to Euro exchange rate fluctuations are recognized 
in Accumulated Other Comprehensive Loss and partially offset the impact of foreign currency changes on the 
value of our net investment. As of December 31, 2007, Accumulated Other Comprehensive Loss includes 
unrecognized losses of approximately $57 million ($37 million after-tax) related to these hedge contracts, which 
along with the unrealized foreign currency translation balance on the investment hedged, remain in Accumulated 
Other Comprehensive Loss until the investment is sold. We have not hedged our accounting translation exposure 
to foreign currency fluctuations relative to the carrying value of our other investments. 

Critical Accounting Estimates and Recent Accounting Pronouncements 

!critical Accounting Estimates 

A summary of the critical accounting estimates used in preparing our financial statements are as follows: 

I· I Kferizon's plant, property and equipment balance represents a significant component of our consolidated 
assets. Depreciation expense on Verizon's local telephone operations is principally based on the composite group 
remaining life method and straight-line composite rates, which provides for the recognition of the cost of the 
remaining net investment in telephone plant, less anticipated net salvage value, over the remaining asset lives. We 
depreciate other plant, property and equipment generally on a straight-line basis over the estimated useful life of 
the assets. Changes in the remaining useful lives of assets as a result of technological change or other changes in 
circumstances, including competitive factors in the markets where we operate, can have a significant impact on 

asset balances and depreciation expense. 

I· w~ maintain benefit plans for most of our employees, including pension and other postretirement benefit plans. 
In the aggregate, the fair value of pension plan assets exceeds benefit obligations, which contributes to pension 
plan income. Other postretirement benefit plans have larger benefit obligations than plan assets, resulting in 
expense. Significant benefit plan assumptions, including the discount rate used, the long-term rate of return on 
plan assets and health care trend rates are periodically updated and impact the amount of benefit plan income, 
expense, assets and obligations (see "Consolidated Results of Operations - Consolidated Operating Expenses -
Pension and Other Postretirement Benefits"). A sensitivity analysis of the impact of changes in these assumptions 
on the benefit obligations and expense (income) recorded as of December 31, 2007 and for the year then ended 

pertaining to Verizon's pension and postretirement benefit plans is provided in the table below. 

dollars in millions) 

obligation increase (decrease) at December 31, 2007 Expense increase (decrease) for the year ended 

December 31, 2007 
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fension plans discount rate F o.so 1$ (1,768 D I 

109 

~ong-term rate of return on pension plan assets 1- II 

374 

fostretirement plans discount rate b,442 D I 

118 

~ong-term rate of return on postretirement plan asset§ I-I 

37 

kealth care trend rates I Fl.OO 13,038 II 
489 

- 1.00 

(378 ) 

I· I pur current and deferred income taxes, and associated valuation allowances, are impacted by events and 
transactions arising in the normal course ofbusiness as well as in connection with the adoption of new accounting 
standards, acquisitions ofbusinesses and non-recurring items. Assessment of the appropriate amount and 
classification of income taxes is dependent on several factors, including estimates of the timing and realization of 
deferred income tax assets and the timing of income tax payments. Actual collections and payments may materially 
differ from these estimates as a result of changes in tax laws as well as unanticipated future transactions impacting 
related income tax balances. We account for tax benefits taken or expected to be taken in our tax returns in 
accordance with F ASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes (FIN 48), which 
requires the use of a two-step approach for recognizing and measuring tax benefits taken or expected to be taken in 

a tax return and disclosures regarding uncertainties in income tax positions. 

I· Qopdwill and other intangible assets are a significant component of our consolidated assets. Wireline goodwill of 
$4,900 million represents the largest component of our goodwill and, as required by SFAS No. 142, Goodwill and 
Other Intangible Assets (SF AS No. 142), is periodically evaluated for impairment. The evaluation of Wireline 
goodwill for impairment is primarily based on a discounted cash flow model that includes estimates of future cash 
flows. There is inherent subjectivity involved in estimating future cash flows, which can have a material impact on 
the amount of any potential impairment. Wireless licenses of $50,796 million represent the largest component of 
our intangible assets. Our wireless licenses are indefinite-lived intangible assets, and as required by SF AS No. 142, 
are not amortized but are periodically evaluated for impairment. Any impairment loss would be determined by 
comparing the aggregated fair value of the wireless licenses with the aggregated carrying value. The direct value 
approach is used to determine fair value by estimating future cash flows. There is inherent subjectivity involved in 

estimating future cash flows, which can have a material impact on the amount of any impairment. 

kecent Accounting Pronouncements 
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Business Combinations 

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (SFAS No. 141(R)), to replace 
SFAS No. 141, Business Combinations. SFAS No. 141(R) requires use of the acquisition method of accounting, 
defines the acquirer, establishes the acquisition date and broadens the scope to all transactions and other events in 
which one entity obtains control over one or more other businesses. This statement is effective for business 
combinations or transactions entered into for fiscal years beginning on or after December 15, 2008. We are still 
evaluating the impact of SFAS No. 141(R), however, the adoption of this statement is not expected to have a 
material impact on our financial position or results of operations. 

Noncontrolling Interests in Consolidated Financial Statements 

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial 
Statements- an amendment of ARB No. 51 , (SF AS No. 160). SF AS No. 160 establishes accounting and reporting 
standards for the noncontrolling interest in a subsidiary and for the retained interest and gain or loss when a 
subsidiary is deconsolidated. This statement is effective for financial statements issued for fiscal years beginning on 
or after December 15, 2008. Upon the initial adoption of this statement we will change the classification and 
presentation of Noncontrolling Interest in our financial statements, which we currently refer to as minority interest. 
We are still evaluating the impact SFAS No. 160 will have, but we do not expect a material impact on our financial 
position or results of operations. 

Fair Value Measurements 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities-Including an Amendment of SFAS 115 (SFAS No. 159), which permits but does not require us to 
measure financial instruments and certain other items at fair value. Unrealized gains and losses on items for which 
the fair value option has been elected are reported in earnings. This statement is effective for financial statements 
issued for fiscal years beginning after November 15, 2007. As we will not elect to fair value any of our financial 
instruments under the provisions of SFAS No. 159, the adoption of this statement effective January 1, 2008 will 
not have an impact on our financial statements. 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurement (SFAS No. 157). SFAS No. 157 
defines fair value, establishes a framework for measuring fair value in GAAP and establishes a hierarchy that 
categorizes and prioritizes the sources to be used to estimate fair value. SF AS No. 157 also expands financial 
statement disclosures about fair value measurements. On February 12, 2008, the F ASB issued F ASB Staff Position 
(FSP) 157-2 which delays the effective date of SFAS No. 157 for one year, for all nonfinancial assets and 
nonfinancial liabilities, except those that are recognized or disclosed at fair value in the financial statements on a 
recurring basis (at least annually). SFAS No. 157 and FSP 157-2 are effective for financial statements issued for 
fiscal years beginning after November 15, 2007. We will elect a partial deferral of SFAS No. 157 under the 
provisions ofFSP 157-2 related to the measurement of fair value used when evaluating goodwill, other intangible 
assets, wireless licenses and other long-lived assets for impairment and valuing asset retirement obligations and 
liabilities for exit or disposal activities. The impact of partially adopting SF AS No. 157 effective January 1, 2008 
will not be material to our financial statements. 

Refer to Note 1 in the consolidated financial statements for a discussion of the accounting pronouncements adopted 
during 2007. 

Other Factors That May Affect Future Results 

kecent Developments 
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Rural Cellular Corporation 

In late July 2007, Verizon Wireless announced that it had entered into an agreement to acquire Rural Cellular 
Corporation (Rural Cellular), for $45 per share in cash (or approximately $757 million). As a result of the 
acquisition, Verizon Wireless will assume Rural Cellular's outstanding debt. The total value of the transaction is 
approximately $2.7 billion. Rural Cellular has more than 700,000 customers in markets adjacent to Verizon 
Wireless's existing customer service areas. Rural Cellular's networks are located in the states of Maine, Vermont, 
New Hampshire, New York, Massachusetts, Alabama, Mississippi, Minnesota, North Dakota, South Dakota, 
Wisconsin, Kansas, Idaho, Washington, and Oregon. Rural Cellular's shareholders approved the transaction on 
October 4, 2007. The acquisition, which is subject to regulatory approvals, is expected to close in the first half of 
2008. 

In a related transaction, on December 3, 2007, Verizon Wireless signed a definitive exchange agreement with 
AT&T. Under the terms of the agreement, Verizon Wireless will receive cellular operating markets in Madison 
and Mason, KY, and lOMHz PCS licenses in Las Vegas, NV; Buffalo, NY; Sunbury-Shamokin and Erie, PA; and 
Youngstown, OH. Verizon Wireless will also receive minority interests held by AT&T in three entities in which 
Verizon Wireless also holds an interest plus a cash payment. In exchange, Verizon Wireless will transfer to AT&T 
six cellular operating markets in Burlington, Franklin and the northern portion of Addison, VT; Franklin, NY; and 
Okanogan and Ferry, WA; and a cellular license for the Kentucky-6 market. The operating markets Verizon 
Wireless is exchanging are among those it is to acquire from Rural Cellular. The exchange with AT&T is subject 
to regulatory approvals and is expected to close in the first half of 2008. 

Telephone Access Lines Spin-off 

On January 16, 2007, we announced a definitive agreement with FairPoint that will result in Verizon establishing 
a separate entity for its local exchange and related business assets in Maine, New Hampshire and Vermont, 
spinning off that new entity into a newly formed company, known as Northern New England Spinco Inc. (Spinco), 
to Verizon's shareowners, and immediately merging it with and into FairPoint. These local exchange and business 
assets are included in Verizon's continuing operations. It is anticipated that as long as all conditions are satisfied 
and assuming completion of the related financing transactions, both the spin-off of Spinco to Verizon shareowners 
and the merger of Spinco with FairPoint will occur on March 31, 2008. Verizon's Board of Directors established a 
record date of March 7, 2008, and a closing date of March 31, 2008, for the proposed spin-off of shares of Spinco 
to Verizon shareowners. 

During 2007, we recorded pretax charges of $84 million ($80 million after-tax, or $.03 per diluted share) for costs 
incurred related to certain network and work center re-arrangements, the isolation and extraction of related 
business information, and other activities to separate the wireline facilities and operations in Maine, New 
Hampshire and Vermont from Verizon at the closing of the transaction, as well as professional advisory and legal 
fees in connection with this transaction. 

Upon the closing of the transaction, Verizon shareowners will own approximately 60 percent of the new company, 
and FairPoint shareowners will own approximately 40 percent. Verizon Communications will not receive any 
shares in FairPoint as a result of the transaction. In connection with the merger, Verizon shareowners will receive 
one share of FairPoint stock for approximately every 53 shares ofVerizon stock held as of the record date. The 
proposal relating to the merger was approved by the FairPoint shareowners in August 2007. Both the spin-off and 
merger are expected to qualify as tax-free transactions, except to the extent that cash is paid to Verizon 
shareowners in lieu of fractional shares. 

Based upon the number of shares (as adjusted) and price of FairPoint common stock (NYSE: FRP) on the date of 
the announcement of the merger, the estimated total value to be received by Verizon and its shareowners in 
exchange for these operations was approximately $2,715 million. This consisted of (a) approximately $1,015 
million of FairPoint common stock that was to be received by Verizon shareowners in the merger, and (b) $1,700 
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million in value that was to be received by Verizon through a combination of cash distributions to Verizon and 
debt securities issued to Verizon prior to the spin-off. Verizon currently intends to exchange these newly issued 
debt securities for certain debt that was previously issued by Verizon, which would have the effect of reducing 
Verizon's then-outstanding debt. The actual total value to be received by Verizon and its shareowners will be 
determined in part based on the number of shares (as adjusted) and price of FairPoint common stock on the date of 
the closing of the merger. This value is now expected to be less than $2,715 million because (a) FairPoint expects 
to issue approximately 54 million shares of common stock in the merger and the price of FairPoint common stock 
has declined since the announcement of the merger (the closing price of FairPoint common stock on the last 
business day prior to the announcement of the merger was $18.54 per share) and (b) in connection with the 
regulatory approval process, Verizon currently expects to make additional contributions of approximately $320 
million to the entity that will merge with FairPoint. 

Environmental Matters 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. In 
September 2005, the Army Corps of Engineers (ACE) accepted the Hicksville site into the Formerly Utilized Sites 
Remedial Action Program. This may result in the ACE performing some or all of the remediation effort for the 
Hicksville site with a corresponding decrease in costs to Verizon. To the extent that the ACE assumes 
responsibility for remedial work at the Hicksville site, an adjustment to a reserve previously established for the 
remediation may be made. Adjustments may also be made based upon actual conditions discovered during the 
remediation at any of the sites requiring remediation. 

New York Recovery Funding 

In August 2002, President Bush signed the Supplemental Appropriations bill that included $5.5 billion in New 
York recovery funding. Of that amount, approximately $750 million was allocated to cover utility restoration and 
infrastructure rebuilding as a result of the September 11th terrorist attacks on lower Manhattan. These funds will 
be distributed through the Lower Manhattan Development Corporation following an application and audit process. 
As of September 2004, we had applied for reimbursement of approximately $266 million under Category One and 
in 2004 and 2005 we applied for reimbursement of an additional $139 million of Category Two losses. Category 
One funding relates to Emergency and Temporary Service Response while Category Two funding is for permanent 
restoration and infrastructure improvement. According to the plan, permanent restoration is reimbursed up to 75% 
of the loss. On November 3, 2005, we received the results of preliminary audit findings disallowing all but $49.9 
million of our $266 million of Category One application. On December 8, 2005, we provided a detailed rebuttal to 
the preliminary audit findings. We received a copy of the final audit report for Verizon's Category One 
applications largely confirming the preliminary audit findings and, on January 4, 2007, we filed an appeal. That 
appeal, as well as our Category Two applications, are pending. 

kegulatory and Competitive Trends 

Competition and Regulation 

Technological, regulatory and market changes have provided Verizon both new opportunities and challenges. 
These changes have allowed Verizon to offer new types of services in an increasingly competitive market. At the 
same time, they have allowed other service providers to broaden the scope of their own competitive offerings. 
Current and potential competitors for network services include other telephone companies, cable companies, 
wireless service providers, foreign telecommunications providers, satellite providers, electric utilities, Internet 
service providers, providers ofVoiP services, and other companies that offer network services using a variety of 
technologies. Many of these companies have a strong market presence, brand recognition and existing customer 
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relationships, all of which contribute to intensifying competition and may affect our future revenue growth. Many 
of our competitors also remain subject to fewer regulatory constraints than Verizon. 

We are unable to predict definitively the impact that the ongoing changes in the telecommunications industry will 
ultimately have on our business, results of operations or financial condition. The financial impact will depend on 
several factors, including the timing, extent and success of competition in our markets, the timing and outcome of 
various regulatory proceedings and any appeals, and the timing, extent and success of our pursuit of new 
opportunities. 

FCC Regulation 

The FCC has jurisdiction over our interstate telecommunications services and other matters for which the FCC has 
jurisdiction under the Communications Act of 1934, as amended (Communications Act). The Communications Act 
generally provides that we may not charge unjust or unreasonable rates, or engage in unreasonable discrimination 
when we are providing services as a common carrier, and regulates some of the rates, terms and conditions under 
which we provide certain services. The FCC also has adopted regulations governing various aspects of our business 
including: (i) use and disclosure of customer proprietary network information; (ii) telemarketing; (iii) assignment 
of telephone numbers to customers; (iv) provision to law enforcement agencies of the capability to obtain call 
identifying information and call content information from calls pursuant to lawful process; (v) accessibility of 
services and equipment to individuals with disabilities if readily achievable; (vi) interconnection with the networks 
of other carriers; (vii) customers' ability to keep (or "port") their telephone numbers when switching to another 
carrier; and (viii) availability of back-up power. In addition, we pay various fees to support other FCC programs, 
such as the universal service program discussed below. Changes to these mandates, or the adoption of additional 
mandates, could require us to make changes to our operations or otherwise increase our costs of compliance. 

Broadband 

The FCC has adopted a series of orders that recognize the competitive nature of the broadband market and impose 
lesser regulatory requirements on broadband services and facilities than apply to narrowband or traditional 
telephone services. With respect to facilities, the FCC has determined that certain unbundling requirements that 
apply to narrowband facilities do not apply to broadband facilities such as fiber to the premise loops and packet 
switches. With respect to services, the FCC has concluded that broadband Internet access services offered by 
telephone companies and their affiliates qualify as largely deregulated information services. The same order also 
concluded that telephone companies may offer the underlying broadband transmission services that are used as an 
input to Internet access services through private carriage arrangements on negotiated commercial terms. The order 
was upheld on appeal. In addition, a Verizon petition asking the FCC to forbear from applying common carrier 
regulation to certain broadband services sold primarily to larger business customers when those services are not 
used for Internet access was deemed granted by operation of law on March 19, 2006 when the FCC did not deny 
the petition by the statutory deadline. The relief obtained through the forbearance petition has been upheld on 
appeal, but remains under challenge. 

Video 

The FCC has a body of rules that apply to cable operators under Title VI of the Communications Act of 1934, and 
these rules also generally apply to telephone companies that provide cable services over their networks. In addition, 
companies that provide cable service over a cable system generally must obtain a local cable franchise. On March 
5, 2007, the FCC released an order setting forth parameters consistent with Section 621 of the Communications 
Act of 1934 and other federal law, on the timing and scope of franchise negotiations by local franchising 
authorities. The FCC found that some prior practices in the local franchise approval process constituted an 
unreasonable refusal to award a competitive local franchise under the requirements of federal law. This order is the 
subject of a pending appeal. 

Interstate Access Charges and lntercarrier Compensation 
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The current framework for interstate access rates was established in the Coalition for Affordable Local and Long 
Distance Services (CALLS) plan which the FCC adopted on May 31, 2000. The CALLS plan has three main 
components. First, it establishes portable interstate access universal service support of $650 million for the industry 
that replaces implicit support previously embedded in interstate access charges. Second, the plan simplifies the 
patchwork of common line charges into one subscriber line charge (SLC) and provides for de-averaging of the SLC 
by zones and class of customers. Third, the plan set into place a mechanism to transition to a set target of $.0055 
per minute for switched access services. Once that target rate is reached, local exchange carriers are no longer 
required to make further annual price cap reductions to their switched access prices. As a result of tariff 
adjustments which became effective in July 2003, virtually all of our switched access lines reached the $.0055 
benchmark. 

The FCC currently is conducting a broad rulemaking proceeding to consider new rules governing intercarrier 
compensation including, but not limited to, access charges, compensation for Internet traffic and reciprocal 
compensation for local traffic. The FCC has sought 

comments about intercarrier compensation in general and requested input on a number of specific reform 
proposals. The FCC also has pending before it issues relating to intercarrier compensation for dial-up Internet­
bound traffic. The FCC previously found that this traffic is not subject to reciprocal compensation under Section 
25l(b)(5) of the Telecommunications Act of 1996. Instead, the FCC established federal rates per minute for this 
traffic that declined from $.0015 to $.0007 over a three-year period, established caps on the total minutes of this 
traffic subject to compensation in a state and required incumbent local exchange carriers to offer to both bill and 
pay reciprocal compensation for local traffic at the same rate as they are required to pay on Internet -bound traffic. 
The U.S. Court of Appeals for the D.C. Circuit rejected part of the FCC's rationale, but declined to vacate the 
order while it is on remand. As a result, pending further action by the FCC, the FCC's underlying order remains in 
effect. The FCC subsequently denied a petition to discontinue the $.0007 rate cap on this traffic, but removed the 
caps on the total minutes of Internet -bound traffic subject to compensation. That decision has been upheld on 
appeal. Disputes also remain pending in a number of forums relating to the appropriate compensation for Internet­
bound traffic during previous periods under the terms of our interconnection agreements with other carriers. 

The FCC also is conducting a rulemaking proceeding to address the regulation of services that use Internet 
protocol. One of the issues raised in the rulemaking as well as in several petitions currently pending before the 
FCC addresses whether, and under what circumstances, access charges should apply to voice or other Internet 
protocol services. The FCC previously has held that one provider's peer-to-peer Internet protocol service that does 
not use the public switched network is an interstate information service and is not subject to access charges, while 
a service that utilizes Internet protocol for only one intermediate part of a call's transmission is a 
telecommunications service that is subject to access charges. Another petition asking the FCC to forbear from 
applying access charges to voice over Internet protocol services that are terminated on switched local exchange 
networks was withdrawn by the carrier that filed that petition. The FCC also declared the services offered by one 
provider of a voice over Internet protocol service to be jurisdictionally interstate. The FCC also stated that its 
conclusion would apply to other services with similar characteristics. On March 21, 2007, the Eighth Circuit Court 
of Appeals affirmed the FCC's Order. 

The FCC also has adopted rules for special access services that provide for pricing flexibility and ultimately the 
removal of services from price regulation when prescribed competitive thresholds are met. More than half of 
special access revenues are now removed from price regulation. The FCC currently has a rulemaking proceeding 
underway to update the public record concerning its pricing flexibility rules and to determine whether any changes 
to those rules are warranted. 

Universal Service 

The FCC also has a body of rules implementing the universal service provisions of the Telecommunications Act of 
1996, including rules governing support to rural and non-rural high-cost areas, support for low income subscribers 
and support for schools, libraries and rural health care. The FCC's current rules for support to high-cost areas 
served by larger "non-rural" local telephone companies were previously remanded by U.S. Court of Appeals for the 
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Tenth Circuit, which had found that the FCC had not adequately justified these rules. The FCC has initiated a 
rulemaking proceeding in response to the court's remand, but its rules remain in effect pending the results of the 
rulemaking. It is also considering modifications to the high-cost support system that could include a cap on the 
amount of support and other limits on what certain eligible carriers may receive. The FCC also has proceedings 
underway to evaluate possible changes to its current rules for assessing contributions to the universal service fund. 
As an interim step, in June 2006, the FCC ordered that providers ofVoiP services are subject to federal universal 
service obligations. The FCC also increased the percentage of revenues subject to federal universal service 
obligations that wireless providers may use as a safe harbor. The substance of these orders was upheld on appeal in 
June 2007, but the Court did remand some more minor implementation issues back to the FCC. Any further 
change in the current assessment mechanism could result in a change in the contribution that local telephone 
companies, wireless carriers or others must make and that would have to be collected from customers. 

Unbundling of Network Elements 

Under Section 251 of the Telecommunications Act of 1996, incumbent local exchange carriers were required to 
provide competing carriers with access to components of their network on an unbundled basis, known as UNEs, 
where certain statutory standards are satisfied. The Telecommunications Act of 1996 also adopted a cost-based 
pricing standard for these UNEs, which the FCC interpreted as allowing it to impose a pricing standard known as 
"total element long run incremental cost" or "TELRIC." The FCC's rules defining the unbundled network 
elements that must be made available at TELRIC prices have been overturned on multiple occasions by the courts. 
In its most recent order issued in response to these court decisions, the FCC eliminated the requirement to 
unbundle mass market local switching on a nationwide basis, with the obligation to accept new orders ending as of 
the effective date of the order (March 11, 2005). The FCC also established a one year transition for existing UNE 
switching arrangements. For high-capacity transmission facilities, the FCC established criteria for determining 
whether high-capacity loops, transport or dark fiber transport must be unbundled in individual wire centers, and 
stated that these standards were only expected to affect a small number of wire centers. The FCC also eliminated 
the obligation to provide dark fiber loops and found that there is no obligation to provide UNEs exclusively for 
wireless or long distance service. In any instance where a particular high-capacity facility no longer has to be made 
available as a UNE, the FCC established a similar one year transition for any existing high-capacity loop or 
transport UNEs, and an 18 month transition for any existing dark fiber UNEs. This decision has been upheld on 
appeal. 

As noted above, the FCC has concluded that the requirement under Section 251 of the Telecommunications Act of 
1996 to provide unbundled network elements at TELRIC prices generally does not apply with respect to broadband 
facilities, such as fiber to the premises loops, the packet -switched capabilities of hybrid loops and packet switching. 
The FCC also has held that any separate unbundling obligations that may be imposed by Section 271 of the 
Telecommunications Act of 1996 do not apply to these same facilities. The decision with respect to Section 271 has 
been upheld on appeal and a petition for rehearing of that order was denied. 

Wireless Services 

The FCC regulates the licensing, construction, operation, acquisition and transfer of wireless communications 
systems, including the systems that Verizon Wireless operates, pursuant to the Communications Act, other 
legislation, and the FCC's rules. The FCC and Congress continuously consider changes to these laws and rules. 
Adoption of new laws or rules may raise the cost of providing service or require modification ofVerizon Wireless' 
business plans or operations. 

To use the radio frequency spectrum, wireless communications systems must be licensed by the FCC to operate the 
wireless network and mobile devices in assigned spectrum segments. Verizon Wireless holds FCC licenses to 
operate in several different radio services, including the cellular radiotelephone service, personal communications 
service, advanced wireless service, and point -to-point radio service. The technical and service rules, the specific 
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radio frequencies and amounts of spectrum we hold, and the sizes of the geographic areas we are authorized to 
operate in, vary for each of these services. However, all of the licenses Verizon Wireless holds allow it to use 
spectrum to provide a wide range of mobile and fixed communications services, including both voice and data 
services, and Verizon Wireless operates a seamless network that utilizes those licenses to provide services to 
customers. Because the FCC issues licenses for only a fixed time, generally 10 years, Verizon Wireless must 
periodically seek renewal of those licenses. Although the FCC has routinely renewed all ofVerizon Wireless' 
licenses that have come up for renewal to date, challenges could be brought against the licenses in the future. If a 
wireless license were revoked or not renewed upon expiration, Verizon Wireless would not be permitted to provide 
services on the licensed spectrum in the area covered by that license. 

The FCC has also imposed specific mandates on carriers that operate wireless communications systems, which 
increase Verizon Wireless' costs. These mandates include requirements that Verizon Wireless: (i) meet specific 
construction and geographic coverage requirements during the license term; (ii) meet technical operating standards 
that, among other things, limit the radio frequency radiation from mobile devices and antennas; (iii) deploy 
"Enhanced 911" wireless services that provide the wireless caller's number, location and other information upon 
request by a state or local public safety agency that handles 911 calls; (iv) provide backup electric power at most 
cell sites in the event electric utility service is disrupted; and (v) comply with regulations for the construction of 
transmitters and towers that, among other things, restrict siting of towers in environmentally sensitive locations 
and in places where the towers would affect a site listed or eligible for listing on the National Register of Historic 
Places. Changes to these mandates could require Verizon Wireless to make changes to operations or increase its 
costs of compliance. 

The Communications Act imposes restrictions on foreign ownership of U.S. wireless systems. The FCC has 
approved the interest that Vodafone Group Plc holds, through various of its subsidiaries, in Verizon Wireless. The 
FCC may need to approve any increase in Vodafone's interest or the acquisition of an ownership interest by other 
foreign entities. In addition, as part of the FCC's approval ofVodafone's ownership interest, Verizon Wireless, 
Verizon and Vodafone entered into an agreement with the U.S. Department of Defense, Department of Justice and 
Federal Bureau oflnvestigation which imposes national security and law enforcement-related obligations on the 
ways in which Verizon Wireless stores information and otherwise conducts its business. 

Verizon Wireless anticipates that it will need additional spectrum to meet future demand. It can meet spectrum 
needs by purchasing licenses or leasing spectrum from other licensees, or by acquiring new spectrum licenses from 
the FCC. Under the Communications Act, before Verizon Wireless can acquire a license from another licensee in 
order to expand its coverage or its spectrum capacity in a particular area, it must file an application with the FCC, 
and the FCC can grant the application only after a period for public notice and comment. This review process can 
delay acquisition of spectrum needed to expand services. The Communications Act also requires the FCC to award 
new licenses for most commercial wireless services through a competitive bidding process in which spectrum is 
awarded to bidders in an auction. Verizon Wireless participated in spectrum auctions to acquire licenses for 
personal communication service and most recently advanced wireless service. In addition, the FCC began 
conducting an auction of spectrum in the 700 MHz band on January 24, 2008. This spectrum is currently used for 
UHF television operations but by law those operations must cease no later than February 17, 2009. Verizon 
Wireless filed an application on December 3, 2007, to qualify as a bidder in this auction, and on January 14, 2008, 
the FCC announced that Verizon Wireless and 213 other applicants had qualified as eligible to bid in the auction. 
The FCC determined that bidding in this auction will be "anonymous," which means that prior to and during the 
course of the auction(s), the FCC will not make public any information about a specific applicant's upfront deposit 
or its bids. In addition, FCC rules restrict information that bidders may disclose about their participation in the 
auction. The FCC also adopted service rules that will impose costs on licensees that acquire the 700 MHz band 
spectrum, including minimum coverage mandates by specific dates during the license terms, and, for 
approximately one-third of the spectrum, "open access" requirements, which generally require licensees of that 
spectrum to allow customers to use devices and applications of their choice, subject to certain limits. The open 
access requirements are the subject of a pending appeal in which Verizon Wireless has intervened. The timing of 
future auctions, and the spectrum being sold, may not match Verizon Wireless' needs, and the company may not 
be able to secure the spectrum in the amounts and/or in the markets it seeks through the current or any future 
auction. 
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The FCC is also conducting several proceedings to explore making additional spectrum available for licensed 
and/or unlicensed use. These proceedings could increase radio interference to Verizon Wireless' operations from 
other spectrum users and could impact the ways in which it uses spectrum, the capacity of that spectrum to carry 
traffic, and the value of that spectrum. 

State Regulation and Local Approvals 

Telephone Operations 

State public utility commissions regulate our telephone operations with respect to certain telecommunications 
intrastate rates and services and other matters. Our competitive local exchange carrier and long distance operations 
are generally classified as nondominant and lightly regulated the same as other similarly situated carriers. Our 
incumbent local exchange operations are generally classified as dominant. These latter operations predominantly 
are subject to alternative forms of regulation (AFORs) in the various states, although they remain subject to rate of 
return regulation in a few states. Arizona, Illinois, Nevada, New Hampshire, Oregon and Washington are rate of 
return regulated with various levels of pricing flexibility for competitive services. California, Connecticut, 
Delaware, the District of Columbia, Florida, Indiana, Maryland, Michigan, Maine, Massachusetts, New Jersey, 
New York, North Carolina, Ohio, Pennsylvania, Rhode Island, South Carolina, Texas, Vermont, Virginia, West 
Virginia and Wisconsin are under AFORs with various levels of pricing flexibility, detariffing, and service quality 
standards. None of the AFORs include earnings regulation. In Idaho, Verizon has made the election under a recent 
statutory amendment into a deregulatory regime that phases out all price regulation. 

Video 

Companies that provide cable service over a cable system are typically subject to state and/or local cable television 
rules and regulations. As noted above, cable operators generally must obtain a local cable franchise from each local 
unit of government prior to providing cable service in that local area. Some states have recently enacted legislation 
that enables cable operators to apply for, and obtain, a single cable franchise at the state, rather than local, level. 
To date, Verizon has applied for and received state-issued franchises in California, Indiana, Florida, New Jersey, 
Texas and the unincorporated areas of Delaware. Virginia law provides us the option of entering a given franchise 
area using state standards if local franchise negotiations are unsuccessful. 

Wireless Services 

The rapid growth of the wireless industry has led to an increase in efforts by some state legislatures and state 
public utility commissions to regulate the industry in ways that may impose additional costs on Verizon Wireless. 
The Communications Act generally preempts regulation by state and local governments of the entry of, or the rates 
charged by, wireless carriers. Although a state may petition the FCC to allow it to impose rate regulation, no state 
has done so. In addition, the Communications Act does not prohibit the states from regulating the other "terms and 
conditions" of wireless service. While numerous state commissions do not currently have jurisdiction over wireless 
services, state legislatures may decide to grant them such jurisdiction, and those commissions that already have 
authority to impose regulations on wireless carriers may adopt new rules. 

State efforts to regulate wireless services have included proposals to regulate customer billing, termination of 
service, trial periods for service, advertising, network outages, the use of handsets while driving, and the provision 
of emergency or alert services. Over the past several years, only a few states have imposed regulation in one or 
more of these areas, and in 2006 a federal appellate court struck down one such state statute, but Verizon Wireless 
expects these efforts to continue. Some states also impose their own universal service support regimes on wireless 
and other telecommunications carriers, and other states are considering whether to create such regimes. 

Verizon Wireless (as well as AT&T (formerly Cingular) and Sprint-Nextel) is a party to an Assurance of 
Voluntary Compliance ("AVC") with 33 State Attorneys General. The AVC, which generally reflected Verizon 
Wireless's practices at the time it was entered into in July 2004, obligates the company to disclose certain rates and 
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terms during a sales transaction, to provide maps depicting coverage, and to comply with various requirements 
regarding advertising, billing, and other practices. 

At the state and local level, wireless facilities are subject to zoning and land use regulation. Under the 
Communications Act, neither state nor local governments may categorically prohibit the construction of wireless 
facilities in any community or take actions, such as indefinite moratoria, which have the effect of prohibiting 
service. Nonetheless, securing state and local government approvals for new tower sites has been and is likely to 
continue to be a difficult, lengthy and expensive process. Finally, state and local governments continue to impose 
new or higher fees and taxes on wireless carriers. 

Cautionary Statement Concerning Forward-Looking Statements 

In this Annual Report on Form 10-K we have made forward-looking statements. These statements are based on our 
estimates and assumptions and are subject to risks and uncertainties. Forward-looking statements include the 
information concerning our possible or assumed future results of operations. Forward-looking statements also 
include those preceded or followed by the words "anticipates," "believes," "estimates," "hopes" or similar 
expressions. For those statements, we claim the protection of the safe harbor for forward-looking statements 
contained in the Private Securities Litigation Reform Act of 1995. 

The following important factors, along with those discussed elsewhere in this Annual Report, could affect future 
results and could cause those results to differ materially from those expressed in the forward-looking statements: 

I· I fuaterially adverse changes in economic and industry conditions and labor matters, including workforce levels 
and labor negotiations, and any resulting financial and/or operational impact, in the markets served by us or by 

companies in which we have substantial investments; 

I· Iliaterial changes in available technology, including disruption of our suppliers' provisioning of critical products 

or services; 

I· tijel impact on our operations of natural or man-made disasters and any resulting financial impact not covered by 

insurance; 

I· t~chnology substitution; 

I· ah ~dverse change in the ratings afforded our debt securities by nationally accredited ratings organizations; 

I· tijel final results of federal and state regulatory proceedings concerning our provision of retail and wholesale 

services and judicial review of those results; 

I· tijel effects of competition in our markets; 

I· tijeltiming, scope and financial impact of our deployment of fiber-to-the-premises broadband technology; 

I· tijel ability of Verizon Wireless to continue to obtain sufficient spectrum resources; 

I· 4~nges in our accounting assumptions that regulatory agencies, including the SEC, may require or that result 
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from changes in the accounting rules or their application, which could result in an impact on earnings; 

I· tijel ability to complete acquisitions and dispositions; and 

I· tftel extent and timing of our ability to obtain revenue enhancements and cost savings following our business 
combination with MCI, Inc. 

eport of Management on Internal Control Over Financial Reporting 

We, the management ofVerizon Communications Inc., are responsible for establishing and maintaining adequate 
internal control over financial reporting of the company. Management has evaluated internal control over financial 
reporting of the company using the criteria for effective internal control established in Internal Control - Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

Management has assessed the effectiveness of the company's internal control over financial reporting as of 
December 31, 2007. Based on this assessment, we believe that the internal control over financial reporting of the 
company is effective as of December 31, 2007. In connection with this assessment, there were no material 
weaknesses in the company's internal control over financial reporting identified by management. 

The company's financial statements included in this annual report have been audited by Ernst & Young LLP, 
independent registered public accounting firm. Ernst & Young LLP has also provided an attestation report on the 
company's internal control over financial reporting. 

II ~s/ Ivan G. Seidenberg II 

Ivan G. Seidenberg 
Chairman and Chief Executive Officer 

II ~s/ Doreen A. Toben II 

Doreen A. Toben 
Executive Vice President and Chief Financial Officer 

II ~s/ Thomas A. Bartlett II 

Thomas A. Bartlett 
Senior Vice President and Controller 
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To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited Verizon Communications Inc. and subsidiaries' (Verizon) internal control over financial 
reporting as of December 31, 2007, based on criteria established in Internal Control - Integrated Framework issued 
by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). Verizon's 
management is responsible for maintaining effective internal control over financial reporting, and for its 
assessment of the effectiveness of internal control over financial reporting included in the accompanying Report of 
Management on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on the 
company's internal control over financial reporting based on our audit. 

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether effective internal control over financial reporting was maintained in all material respects. Our audit 
included obtaining an understanding of internal control over financial reporting, assessing the risk that a material 
weakness exists, testing and evaluating the design and operating effectiveness of internal control based on the 
assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe 
that our audit provides a reasonable basis for our opinion. 

A company's internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company's internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company's assets that could have a material effect on the financial statements. 

Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 

In our opinion, Verizon maintained, in all material respects, effective internal control over financial reporting as of 
December 31, 2007, based on the COSO criteria. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), the consolidated balance sheets ofVerizon as ofDecember 31, 2007 and 2006, and the related 
consolidated statements of income, cash flows and changes in shareowners' investment for each of the three years 
in the period ended December 31, 2007 of Verizon and our report dated February 22, 2008 expressed an 
unqualified opinion thereon. 

II 
II 

Ernst & Young LLP 

II Ernst & Young LLP 

II New York, New York 
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111 February 22, 2008 l1 

eport of Independent Registered Public Accounting Firm on Financial Statements 

To The Board of Directors and Shareowners of Verizon Communications Inc.: 

We have audited the accompanying consolidated balance sheets ofVerizon Communications Inc. and subsidiaries 
(Verizon) as of December 31, 2007 and 2006, and the related consolidated statements of income, cash flows and 
changes in shareowners' investment for each of the three years in the period ended December 31, 2007. These 
financial statements are the responsibility ofVerizon's management. Our responsibility is to express an opinion on 
these financial statements based on our audits. 

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board 
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated 
financial position of Verizon at December 31, 2007 and 2006, and the consolidated results of their operations and 
their cash flows for each of the three years in the period ended December 31, 2007, in conformity with U.S. 
generally accepted accounting principles. 

As discussed in Note 1 to the financial statements, Verizon changed its methods of accounting for uncertainty in 
income taxes and leveraged lease transactions effective January 1, 2007, stock-based compensation effective 
January 1, 2006 and pension and other post-retirement obligations effective December 31, 2006. 

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States), Verizon's internal control over financial reporting as of December 31, 2007, based on criteria 
established in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission and our report dated February 22, 2008 expressed an unqualified opinion thereon. 

I 

I 

Ernst & Young LLP 

I Ernst & Young LLP 

I 
New York, New York 

I February 22, 2008 

Consolidated Statements of Income Verizon Communications Inc. and Subsidiaries 
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dollars in millions, except per share amounts) 

Rears Ended December 31, ~007 II poo6 II 
2005 

!operating Revenues 1$ 93,469 II 1$ 88,182 II 
$ 69,518 

!operating Expenses II II 

lcost of services and sales (exclusive of items shown below) ~7,547 II 135,309 II 
24,409 

!selling, general & administrative expense ~5,967 II ~4,955 II 
19,443 

pepreciation and amortization expense lt4,377 II 114,545 II 
13,615 

lsales ofbusinesses, net II 1- II 
(530 ) 

!Total Operating Expenses 177,891 II p4,809 II 
56,937 

!operating Income lt5,578 II 113,373 II 
12,581 

~quity in earnings of unconsolidated businesses ~85 II p73 II 
686 

pther income and (expense), net ~11 II j395 II 
311 

~nterest expense 1(1,829 ~ I 1(2,349 II 
(2,129 ) 

Minority interest 1(5,053 ~ I 1(4,038 II 
(3,001 ) 

OCncome Before Provision for Income Taxes, Discontinued OperatiQns, Ektraordinary Item lapd Qumulative I I 
Effect of Accounting Change 9,492 8,154 

8,448 

frovision for income taxes j(3,982 ~ 1 lc2,674 II 

GTEOSI00004617 



(2,421 

OCncome Before Discontinued Operations, Extraordinary Item and I Cum1hative Effect of Ac~iliunt!ng Change I I 

5,510 5,480 

6,027 

1142 II p59 ~ncome from discontinued operations, net of tax I I 

1,370 

~xtraordinary item, net of tax I I 1(131 ~ I 1-

t II 1(42 ) !cumulative effect of accounting change, net of tax I I 

1$ 5,521 II 1$ 6,197 Net Income I I 
$ 7,397 

~asic Earnings Per Common Share '1' I I II 

~ncome before discontinued operations, extraordinary item and cumu~ative ~ffect of accounting ~!ang~ I I 
$ 1.90 $ 1.88 

$ 2.18 

~ncome from discontinued operations, net of tax [o5 II 1.26 II 
.50 

~xtraordinary item, net of tax 1(.05 ~ I 1- II 

!cumulative effect of accounting change, net of tax t II 1(.01 ) II 

Net Income 1$ 1.91 II 1$ 2.13 II 
$ 2.67 

K\leighted-average shares outstanding (in millions) ~,898 II ~,912 II 
2,766 

~iluted Earnings Per Common Share '1' II 

~ncome before discontinued operations, extraordinary item and cumu~ative ~ffect of accounting ~!ang~ II 
$ 1.90 $ 1.88 

$ 2.16 

~ncome from discontinued operations, net of tax [o5 II 1.26 II 
.49 

~xtraordinary item, net of tax 1(.05 ~ I 1- II 

!cumulative effect of accounting change, net of tax II 1(.01 ) II 
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Net Income 1$ 1.90 II 1$ 2.12 II 
$ 2.65 

~eighted-average shares outstanding (in millions) ~,902 II ~,938 II 
2,817 

1(1) [Total per share amounts may not add due to rounding. 

See Notes to Consolidated Financial Statements. 

Consolidated Balance Sheets Verizon Communications Inc. and Subsidiaries 

r dollars in millions, except per 

share amounts) 

t December 31, 007 

2006 

ssets 

Current assets 

leash and cash equivalents I 1$ 1,153 

$ 3,219 

!short -term investments 1 ~,244 
2,434 

fAccounts receivable, net of allowances of $1,025 and $1,13 9 1 ln,736 
10,891 

~nventories 1 l1,n9 
1,514 

fAssets held for sale 
I t 
2,592 

frepaid expenses and other I 11,836 
1,888 

[Total current assets I !1s,69s 

22,538 

flant, property and equipment ~13,994 
204,109 

~ess accumulated depreciation 1 l12s,7oo 
121,753 

5,294 

82,356 
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~nvestments in unconsolidated businesses ~,372 
4,868 

K\lireless licenses I ~o,796 
50,959 

!Goodwill I ~,245 
5,655 

pther intangible assets, net I ~,988 
5,140 

pther assets I 118,566 

17,288 

[otal assets I 1$ 186,959 

$ 188,804 

~iabilities and Shareowners' Investment I I 

!current liabilities I I 

pebt maturing within one year I 1$ 2,954 

$ 7,715 

[Accounts payable and accrued liabilities I 114,462 

14,320 

~iabilities related to assets held for sale 
I t 
2,154 

ther 7,325 

8,091 

[otal current liabilities I ~4,741 
32,280 

~ong-term debt I ~8,203 
28,646 

~mployee benefit obligations I ~9,96o 
30,779 

peferred income taxes I 114,784 

16,270 

pther liabilities I ~,402 
3,957 

Minority interest ~2,288 
28,337 

lshareowners' investment I I 

!series preferred stock ($.10 par value; none issued) 
I t 
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!common stock ($.10 par value; 2,967,610,119 shares and 2,967,652,438 shares issued) I ~97 
297 

!contributed capital I ~0,316 
40,124 

~einvested earnings I 117,884 

17,324 

[Accumulated other comprehensive loss I 1(4,506 ~ 
(7,530 ) 

!common stock in treasury, at cost I j(3,489 ~ 
(1,871 ) 

peferred compensation-employee stock ownership plans and other I 179 I 
191 

[otal shareowners' investment I ~0,581 
48,535 

[otalliabilities and shareowners' investment I 1$ 186,959 

$ 188,804 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Cash Flows Verizon Communications Inc. and Subsidiaries 

dollars in millions) 

~ears Ended December 31, ~007 II poo6 II I 
2005 

leash Flows from Operating Activities I I II I II I 

INet Income I 1$ 5,521 II 1$ II I 
6,197 $ 7,397 

fAdjustments to reconcile net income to net cash provided by operating activities-cont~nu~ng operations!: I II I 

pepreciation and amortization expense I 114,377 II 114,545 II I 
13,615 

lsales ofbusinesses, net I t II 1- II I 
(530 

) 

~oss on sale of discontinued operations I t II 1541 II I 
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~mployee retirement benefits I 11,720 II 11,923 II I 
1,695 

peferred income taxes ~08 II 1(252 II I 
) (1,093 
) 

frovision for uncollectible accounts I 11,047 II 11,034 II I 
1,076 

~quity in earnings of unconsolidated businesses, net of dividends received 11,986 II 1(731 II I 
1,649 

~xtraordinary item, net of tax 1131 II 1- II I 

!cumulative effect of accounting change, net of tax I t II ~2 II I 

!changes in current assets and liabilities, net of effects from acquisition/disposition oflbu~inesses: II I II I 

[Accounts receivable 1(1,931 ~I b,312 II I 
) (788 
) 

~nventories I 1(255 ~I Is II I 
(236 

) 

pther assets I 1(140 ~I 152 II I 
(176 

) 

[Accounts payable and accrued liabilities I 1(567 ~I j(3s3 II I 
) (899 
) 

pther, net I ~,012 II 11,366 II I 
(1,266 

) 

!Net cash provided by operating activities- continuing operations I ~6,309 II ~3,030 II I 
20,444 

!Net cash provided by (used in) operating activities -discontinued operations I 1(570 ~I 11,076 II I 
1,581 

!Net cash provided by operating activities ~5,739 II ~4,106 II I 
22,025 
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leash Flows from Investing Activities I I II I II I 

!capital expenditures (including capitalized software) 1(17,538 ~I 1(17,101 II I 
) (14,964 

) 

[Acquisitions, net of cash acquired, and investments I 1(763 ~I b,422 II I 
) (4,684 

) 

froceeds from disposition of businesses I t II 1- II I 
1,326 

INet change in short-term and other current investments 1169 II ~90 II I 
(346 

) 

pther, net I 11,267 II 18u II I 
532 

INet cash used in investing activities -continuing operations 1(16,865 ~I 1(17,422 II I 
) (18,136 

) 

INet cash provided by (used in) investing activities -discontinued operations I 1757 II 11,806 II I 
(356 

) 

INet cash used in investing activities I 1(16,108 ~I b5,616 II I 
(18,492 

leash Flows from Financing Activities I I II I II I 

froceeds from long-term borrowings ~,402 II 13,983 II I 
1,487 

~epayments of long-term borrowings and capital lease obligations 1(5,503 ~I b1,233 II I 
) (3,825 

) 

~ncrease (decrease) in short -term obligations, excluding current maturities I j(3,252 ~I p,944 II I 
2,098 

pividends paid 1(4,773 ~I 1(4,719 II I 
) (4,427 

) 

froceeds from sale of common stock I 11,274 II 1174 II I 
37 
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furchase of common stock for treasury 1(2,843 ~I b,700 II I 
) (271 

) 

pther, net I 1(2 ~I 1(201 II I 
) (57) 

INet cash used in financing activities -continuing operations 1(11,697 ~I 1(5,752 II I 
) (4,958 

) 

INet cash used in financing activities -discontinued operations I t II 1(279 II I 
(76) 

INet cash used in financing activities 1(11,697 ~I 1(6,031 II I 
) (5,034 

) 

~ncrease (decrease) in cash and cash equivalents I 1(2,066 ~I ~,459 II I 
(1,501 

) 

leash and cash equivalents, beginning of year I ~,219 II p60 II I 
2,261 

leash and cash equivalents, end of year 1$ 1,153 II 1$ II I 
3,219 $ 760 

See Notes to Consolidated Financial Statements. 

Consolidated Statements of Changes in Shareowners' Investment Verizon Communications Inc. and Subsidiaries 

dollars in millions, except per share amounts, and shares in thousands) 

ears Ended December 31, 007 006 005 

Is hares II bmount I llshares I I bfllount I llshares Ill 
Amount 

!common Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I ~,967,652 Ill$ 297 1 1 ~,774,865 Ill$ 277 Ill Ill 
2,774,865 $ 277 

!shares issued MCI/Price acquisitions I 1(42 ~ I t 111192,787 II ~o I II- Ill 

~alance at end of year ~,967,610 II ~97 1 1 ~,967,652 II ~97 Ill Ill 
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2,774,865 277 

!contributed Capital I I Ill Ill Ill Ill Ill 

~alance at beginning of year I I II ~o,124 Ill II ~5,369 Ill Ill 
25,404 

!shares issued-employee and shareown~rlplans Ill I ~~ Ill II b Ill 
) (24 ) 

!shares issued-MCI/Price acquisitions I I I I t Ill II ~,ow Ill Ill 

pomestic print and Internet yellow page$ directories E{s~ness spin-off Ill I t I Ill Ill 
8,695 

pther I I 111134 Ill I 1151 Ill Ill 
(11 ) 

~alance at end of year I I II ~0,316 Ill I I ~0,124 Ill Ill 
25,369 

!Reinvested Earnings I I Ill Ill Ill Ill Ill 

~alance at beginning of year I I I 1117,324 Ill I 1115,905 Ill Ill 
12,984 

fAdoption of tax accounting standards KSfe Note 1) Ill lld34 ~ II I II- Ill 

fAdjusted balance at beginning of year I 11117,190 Ill I 1115,905 Ill Ill 
12,984 

INet income I I II ~,521 Ill I I ~,197 Ill Ill 
7,397 

pividends declared ($1.67, $1.62 and ~11.62 per shar~) II I 11(4,830 ~ II Ill Ill 
) 

ther 
3 

~alance at end of year I I 11117,884 Ill llln,324 Ill Ill 
15,905 

fAccumulated Other ComprehensiveiLpss Ill Ill Ill Ill Ill 

~alance at beginning of year I I 111(7,530 ~ II II b,783 ~ II Ill 
(1,053 ) 

foreign currency translation adjustmeptey Ill I ~~8 Ill I 111,196 Ill 
(755 ) 

~nrealized gains on net investment h~dges Ill I t I Ill I 1-1 Ill 
2 
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~nrealized gains (losses) on marketable ~ecurities Ill ll(t ~ II 11154 Ill 
(21 ) 

~nrealized gains on cash flow hedges I I lilt Ill 11114 Ill Ill 
10 

petined benefit pension and postretirefu¢nt plans Ill I lt~948 Ill I II- Ill 

Minimum pension liability adjustmen~ Ill t II Ill IsH Ill 
51 

pther I I II ~4t Ill IIIC128 ~ II Ill 
(17 ) 

pther comprehensive income (loss) I I II ~,o24 Ill 1111,662 Ill Ill 
(730 ) 

fAdoption of pension and postretiremebt kenefit accol{n!ibg standard (S~e lijote 15) Ill I t I Ill 
(7,409 ) 

~alance at end of year I I 111(4,506 ~ II I llo,s3o ~ II Ill 
(1,783 

!Treasury Stock I I Ill Ill Ill Ill Ill 

~alance at beginning of year I 1(56,t47 ~ 11(1,871 ~I bi,456 ~I j(3s3 ~ II Ill 
(5,213 ) (142 ) 

!shares purchased I 1(68,063 ~ 11(2,843 ~ llcso,o66 ~I b,7oo ~ II Ill 
(7,859 ) (271 ) 

!shares distributed I I Ill Ill Ill Ill Ill 
~mployee plans ~3,411 lllt,224 llls,355 I ll181 1111,594 Ill 

59 
!shareowner plans 113 lilt II ~o I III II ~2 Ill 

1 
~alance at end of year 1(90,786 ~I icJ,489 ~ 11(56,147 ~I b,871 ~ II Ill 

(11,456 ) (353 ) 

~eferred Compensation-ESOPs andl Qther Ill Ill Ill Ill Ill 

~alance at beginning of year I I lllt9t Ill II ~6s Ill Ill 
90 

[Amortization I I 111(112 ~ II 111(74 ~ II Ill 
174 

ther 
1 

~alance at end of year I I 11179 Ill I ll191 Ill Ill 
265 

!Total Shareowners' Investment I I Ill$ 50,58t Ill Ill$ 48,535 Ill Ill 
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$ 39,680 

!comprehensive Income I I Ill Ill Ill Ill 

!Net income I I Ill$ 5,521 Ill Ill$ 6,197 Ill 
$ 7,397 

pther comprehensive income (loss) p~r above Ill I ~~024 Ill 1111,662 
(730 ) 

!Total Comprehensive Income I I Ill$ s,545 Ill Ill$ 7,859 Ill 
$ 6,667 

See Notes to Consolidated Financial Statements. 

otes to Consolidated Financial Statements Verizon Communications Inc. and Subsidiaries 

Note 1 

Description of Business and Summary of Significant Accounting Policies 

Description of Business 

Verizon Communications Inc. (Verizon or the Company) is one of the world's leading providers of 
communications services. We have two reportable segments, Wireline and Domestic Wireless, which we operate 
and manage as strategic business units and organize by products and services. For further information concerning 
our business segments, see Note 17. Our Wireline segment provides communications services, including voice, 
broadband video and data, network access, nationwide long-distance and other communications products and 
services, and also owns and operates one of the most expansive end-to-end global Internet Protocol (IP) networks. 
We continue to deploy advanced broadband network technology, with our fiber-to-the-premises network (FiOS) 
creating a platform with sufficient bandwidth and capabilities to meet customers' current and future needs. FiOS 
allows us to offer our customers a wide array of broadband services, including advanced data and video offerings. 
Our IP network includes over 485,000 route miles of fiber optic cable and provides access to over 150 countries 
across six continents, enabling us to provide next-generation IP network products and Information Technology (IT) 
services to medium and large businesses and government customers worldwide. 

Verizon's Domestic Wireless segment, operating as Verizon Wireless, provides wireless voice and data products 
and other value-added services and equipment across the United States using one of the most extensive and reliable 
wireless networks. Verizon Wireless continues to expand our wireless data, messaging and multi-media offerings 
at broadband speeds for both consumer and business customers. 

Consolidation 

The method of accounting applied to investments, whether consolidated, equity or cost, involves an evaluation of 
all significant terms of the investments that explicitly grant or suggest evidence of control or influence over the 
operations of the investee. The consolidated financial statements include our controlled subsidiaries. Investments 
in businesses which we do not control, but have the ability to exercise significant influence over operating and 
financial policies, are accounted for using the equity method. Investments in which we do not have the ability to 
exercise significant influence over operating and financial policies are accounted for under the cost method. Equity 
and cost method investments are included in Investments in Unconsolidated Businesses in our consolidated 

Ill 

Ill 

Ill 

Ill 
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balance sheets. Certain of our cost method investments are classified as available-for-sale securities and adjusted to 
fair value pursuant to the Financial Accounting Standards Board (F ASB) Statement of Financial Accounting 
Standards (SF AS) No. 115, Accounting for Certain Investments in Debt and Equity Securities (SF AS No. 115). 

All significant intercompany accounts and transactions have been eliminated. 

We have reclassified prior year amounts to conform to the current year presentation. 

Discontinued Operations, Assets Held for Sale, and Sales of Businesses and Investments 

We classify as discontinued operations for all periods presented any component of our business that we hold for 
sale or disposal that has operations and cash flows that are clearly distinguishable operationally and for financial 
reporting purposes from the rest ofVerizon. For those components, Verizon has no significant continuing 
involvement after disposal and their operations and cash flows are eliminated from Verizon's ongoing operations. 
Sales of significant components of our business not classified as discontinued operations are reported as either 
Sales of Businesses, Net, Equity in Earnings of Unconsolidated Businesses or Other Income and (Expense), Net in 
our consolidated statements of income. 

Use of Estimates 

We prepare our financial statements using U.S. generally accepted accounting principles (GAAP), which require 
management to make estimates and assumptions that affect reported amounts and disclosures. Actual results could 
differ from those estimates. 

Examples of significant estimates include unrealized tax benefits, the allowance for doubtful accounts, the 
recoverability of plant, property and equipment, the recoverability of intangible assets and other long-lived assets, 
valuation allowances on tax assets and pension and postretirement benefit assumptions. 

Revenue Recognition 

Wire line 

Our Wireline segment earns revenue based upon usage of our network and facilities and contract fees. In general, 
fixed monthly fees for voice, video, data and certain other services are billed one month in advance and recognized 
the following month when earned. Revenue from services that are not fixed in amount and are based on usage are 
recognized when such services are provided. 

We recognize equipment revenue for services, in which we bundle the equipment with maintenance and 
monitoring services, when the equipment is installed in accordance with contractual specifications and ready for 
the customer's use. The maintenance and monitoring services are recognized monthly over the term of the contract 
as we provide the services. Long-term contracts are accounted for using the percentage of completion method. We 
use the completed contract method if we cannot estimate the costs with a reasonable degree of reliability. 

Customer activation fees, along with the related costs up to but not exceeding the activation fees, are deferred and 
amortized over the customer relationship period. 

Domestic Wireless 

Our Domestic Wireless segment earns revenue by providing access to and usage of our network, which includes 
roaming revenue. In general, access revenue is billed one month in advance and recognized when earned. Access 
revenue, usage revenue and roaming revenue are recognized when service is rendered. Equipment sales revenue 
associated with the sale of wireless handsets and accessories is recognized when the products are delivered to and 
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accepted by the customer, as this is considered to be a separate earnings process from the sale of wireless services. 
Customer activation fees are considered additional consideration when handsets are sold to customers at a discount 
and are recorded as equipment sales revenue at the time of customer acceptance. 

Maintenance and Repairs 

We charge the cost of maintenance and repairs, including the cost of replacing minor items not constituting 
substantial betterments, principally to Cost of Services and Sales as these costs are incurred. 

Advertising Costs 

Advertising costs for advertising products and services as well as other promotional and sponsorship costs are 
charged to Selling, General & Administrative expense in the periods in which they are incurred. 

Earnings Per Common Share 

Basic earnings per common share are based on the weighted-average number of shares outstanding during the 
period. Diluted earnings per common share include the dilutive effect of shares issuable under our stock-based 
compensation plans, an exchangeable equity interest and zero-coupon convertible notes (see Note 13). As of 
December 31, 2006, the exchangeable equity interest and zero-coupon convertible notes were no longer 
outstanding. 

Cash and Cash Equivalents 

We consider all highly liquid investments with a maturity of 90 days or less when purchased to be cash 
equivalents, except cash equivalents held as short -term investments. Cash equivalents are stated at cost, which 
approximates market value. 

Short-Term Investments 

Our short -term investments consist primarily of cash equivalents held in trust to pay for certain employee benefits. 
Short -term investments are stated at cost, which approximates market value. 

Marketable Securities 

Marketable securities are included in the accompanying consolidated balance sheets in Investments in 
Unconsolidated Businesses or Other Assets. We continually evaluate our investments in marketable securities for 
impairment due to declines in market value considered to be other than temporary. That evaluation includes, in 
addition to persistent, declining stock prices, general economic and company-specific evaluations. In the event of a 
determination that a decline in market value is other than temporary, a charge to earnings is recorded for the loss, 
and a new cost basis in the investment is established. 

Inventories 

Inventory consists primarily of wireless equipment held for sale, which is carried at the lower of cost (determined 
principally on either an average cost or first-in, first-out basis) or market. We also include in inventory new and 
reusable supplies and network equipment of our local telephone operations, which are stated principally at average 
original cost, except that specific costs are used in the case of large individual items. 

Plant and Depreciation 

We record plant, property and equipment at cost. Our local telephone operations' depreciation expense is 
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principally based on the composite group remaining life method and straight-line composite rates. This method 
provides for the recognition of the cost of the remaining net investment in local telephone plant, less anticipated 
net salvage value, over the remaining asset lives. This method requires the periodic revision of depreciation rates. 

Plant, property and equipment of other wireline and wireless operations are generally depreciated on a straight-line 
basis. 

The asset lives used by our operations are presented in the following table: 

Average Useful Lives (in years) 

Buildings 8-45 

Central office equipment 3- 11 

Other network equipment 3 - 15 

Outside communications plant 

Copper cable 13- 18 

Fiber cable (including undersea cable) 11 - 25 

Microwave towers 30 

Poles and conduit 30-50 

Furniture, vehicles and other 1-20 

When we replace, retire or otherwise dispose of depreciable plant used in our local telephone network, we deduct 
the carrying amount of such plant from the respective accounts and charge it to accumulated depreciation. When 
the depreciable assets of our other Wireline and Domestic Wireless operations are retired or otherwise disposed of, 
the related cost and accumulated depreciation are deducted from the plant accounts, and any gains or losses on 
disposition are recognized in income. 

We capitalize network software purchased or developed along with related plant assets. We also capitalize interest 
associated with the acquisition or construction of network-related assets. Capitalized interest is reported as part of 
the cost of the network-related assets and as a reduction in interest expense. 

In connection with our ongoing review of the estimated remaining useful lives of plant, property and equipment 
and associated depreciation rates, we determined that, effective January 1, 2005, the remaining useful lives of 
copper cable and certain components of central office equipment at our Wireline segment would be shortened by 1 
to 2 years. These changes in asset lives were based on Verizon's plans, and progress to date on those plans, to 
deploy fiber optic cable to homes, replacing copper cable. 

Effective January 1, 2007, the remaining useful lives of certain of the circuit equipment was lengthened from 8 
years to 9 years based on subsequent modifications to our fiber optic cable deployment plan. The remaining useful 
lives of buildings was also increased from 42 years to 45 years. The reduction in depreciation resulting from these 
adjustments in 2007 was partially offset by increased depreciation resulting from the shortening of the lives of 
various types of wireless plant, property and equipment. While the timing and extent of current deployment plans 
are subject to modification, we believe that current estimates of reductions in impacted asset lives is reasonable and 
subject to ongoing analysis as deployment of fiber optic lines continues. 

Computer Software Costs 

We capitalize the cost of internal-use network and non-network software which has a useful life in excess of one 
year in accordance with Statement of Position (SOP) No. 98-1, "Accounting for the Costs of Computer Software 
Developed or Obtained for Internal Use." Subsequent additions, modifications or upgrades to internal-use network 
and non-network software are capitalized only to the extent that they allow the software to perform a task it 
previously did not perform. Software maintenance and training costs are expensed in the period in which they are 
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incurred. Also, we capitalize interest associated with the development of non-network internal-use software. 
Capitalized non-network internal-use software costs are amortized using the straight-line method over a period of 2 
to 7 years and are included in Other Intangible Assets, Net in our consolidated balance sheets. For a discussion of 
our impairment policy for capitalized software costs under SF AS No. 144, Accounting for the Impairment or 
Disposal of Long-Lived Assets (SF AS No. 144 ), see "Goodwill and Other Intangible Assets" below. Also, see Note 
9 for additional detail of internal-use non-network software reflected in our consolidated balance sheets. 

Goodwill and Other Intangible Assets 

Goodwill 

Goodwill is the excess of the acquisition cost of businesses over the fair value of the identifiable net assets 
acquired. Impairment testing for goodwill is performed annually or more frequently if indications of impairment 
exist under the provisions of SFAS No. 142, Goodwill and Other Intangible Assets (SFAS No. 142). The 
impairment test for goodwill uses a two-step approach, which is performed at the reporting unit level. We have 
determined that in our case, the reporting units are our operating segments since that is the lowest level at which 
discrete, reliable financial and cash flow information is available. Step one compares the fair value of the reporting 
unit (calculated using a market approach and a discounted cash flow method) to its carrying value. If the carrying 
value exceeds the fair value, there is a potential impairment and step two must be performed. Step two compares 
the carrying value of the reporting unit's goodwill to its implied fair value (i.e., fair value of reporting unit less the 
fair value of the unit's assets and liabilities, including identifiable intangible assets). If the carrying value of 
goodwill exceeds its implied fair value, the excess is required to be recorded as an impairment. 

Intangible Assets Not Subject to Amortization 

A significant portion of our intangible assets are Domestic Wireless licenses that provide our wireless operations 
with the exclusive right to utilize designated radio frequency spectrum to provide cellular communication services. 
While licenses are issued for only a fixed time, generally ten years, such licenses are subject to renewal by the 
Federal Communications Commission (FCC). Renewals of licenses have occurred routinely and at nominal cost. 
Moreover, we have determined that there are currently no legal, regulatory, contractual, competitive, economic or 
other factors that limit the useful life of our wireless licenses. As a result, we treat the wireless licenses as an 
indefinite-lived intangible asset under the provisions of SFAS No. 142 . We reevaluate the useful life determination 
for wireless licenses each reporting period to determine whether events and circumstances continue to support an 
indefinite useful life. 

We test our Domestic Wireless licenses for impairment annually or more frequently if indications of impairment 
exist. We use a direct value approach in performing our annual impairment test. The direct value approach 
determines fair value using estimates of future cash flows associated specifically with the licenses. If the fair value 
of the aggregated wireless licenses is less than the aggregated carrying amount of the licenses, an impairment is 
recognized. 

Intangible Assets Subject to Amortization 

Our intangible assets that do not have indefinite lives (primarily customer lists and non-network internal-use 
software) are amortized over their useful lives and reviewed for impairment in accordance with SFAS No. 144, 
whenever events or changes in circumstances indicate that the carrying amount of the asset may not be 
recoverable. If any indications were present, we would test for recoverability by comparing the carrying amount of 
the asset to the net undiscounted cash flows expected to be generated from the asset. If those net undiscounted cash 
flows do not exceed the carrying amount (i.e., the asset is not recoverable), we would perform the next step which 
is to determine the fair value of the asset and record an impairment, if any. We reevaluate the useful life 
determinations for these intangible assets each reporting period to determine whether events and circumstances 
warrant a revision in their remaining useful lives. 
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For information related to the carrying amount of goodwill, other intangibles and wireless licenses by segment as 
well as the major components and average useful lives of our other acquired intangible assets, see Note 9. 

Income Taxes 

Verizon and its domestic subsidiaries file a consolidated federal income tax return. 

Deferred income taxes are provided for temporary differences in the bases between financial statement and income 
tax assets and liabilities. Deferred income taxes are recalculated annually at rates then in effect. We record 
valuation allowances to reduce our deferred tax assets to the amount that is more likely than not to be realized. 

Effective January 1, 2007, we adopted F ASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes 
(FIN 48), which requires the use of a two-step approach for recognizing and measuring tax benefits taken or 
expected to be taken in a tax return and disclosures regarding uncertainties in income tax positions. The first step 
is recognition: we determine whether it is more likely than not that a tax position will be sustained upon 
examination, including resolution of any related appeals or litigation processes, based on the technical merits of 
the position. In evaluating whether a tax position has met the more-likely-than-not recognition threshold, we 
presume that the position will be examined by the appropriate taxing authority that has full knowledge of all 
relevant information. The second step is measurement: a tax position that meets the more-likely-than-not 
recognition threshold is measured to determine the amount of benefit to recognize in the financial statements. The 
tax position is measured at the largest amount of benefit that is greater than 50 percent likely of being realized 
upon ultimate settlement. Differences between tax positions taken in a tax return and amounts recognized in the 
financial statements will generally result in one or more of the following: an increase in a liability for income taxes 
payable, a reduction of an income tax refund receivable, a reduction in a deferred tax asset, or an increase in a 
deferred tax liability. 

As a result of the implementation of FIN 48, we recorded adjustments to liabilities that resulted in a net $79 
million increase in the liability for unrecognized tax benefits with an offsetting reduction to reinvested earnings as 
of January 1, 2007. The implementation 

of FIN 48 also resulted in adjustments to prior acquisitions accounted for under purchase accounting, resulting in a 
reduction in the liability for tax contingencies in the amount of $635 million and corresponding reductions to 
goodwill and wireless licenses of $100 million and $535 million, respectively. The implementation impact 
included a reduction in deferred income taxes of approximately $3 billion, offset with a similar increase in other 
liabilities as of January 1, 2007. 

FASB Staff Position FAS 13-2, Accounting for a Change or Projected Change in the Timing of Cash Flows 
Relating to Income Taxes Generated by a Leveraged Lease Transaction (FSP 13-2), requires that changes in the 
projected timing of income tax cash flows generated by a leveraged lease transaction be recognized as a gain or 
loss in the year in which the change occurs. We adopted FSP 13-2 effective January 1, 2007. The cumulative effect 
of initially adopting FSP 13-2 was a reduction to reinvested earnings of $55 million, after-tax. 

Stock-Based Compensation 

Effective January 1, 2006, we adopted SF AS No. 123(R), Share-Based Payment (SF AS No. 123(R)) utilizing the 
modified prospective method. SF AS No. 123(R) requires the measurement of stock-based compensation expense 
based on the fair value of the award on the date of grant. Under the modified prospective method, the provisions of 
SF AS No. 123(R) apply to all awards granted or modified after the date of adoption. The impact to Verizon 
resulted from the Domestic Wireless segment, for which we recorded a $42 million cumulative effect of accounting 
change as of January 1, 2006, net of taxes and after minority interest, to recognize the effect of initially measuring 
the outstanding liability for Value Appreciation Rights (V ARs) granted to Domestic Wireless employees at fair 
value utilizing a Black-Scholes model. 
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Foreign Currency Translation 

The functional currency for all of our foreign operations is generally the local currency. For these foreign entities, 
we translate income statement amounts at average exchange rates for the period, and we translate assets and 
liabilities at end-of-period exchange rates. We record these translation adjustments in Accumulated Other 
Comprehensive Loss, a separate component of Shareowners' Investment, in our consolidated balance sheets. We 
report exchange gains and losses on intercompany foreign currency transactions of a long-term nature in 
Accumulated Other Comprehensive Loss. Other exchange gains and losses are reported in income. 

Employee Benefit Plans 

Pension and postretirement health care and life insurance benefits earned during the year as well as interest on 
projected benefit obligations are accrued currently. Prior service costs and credits resulting from changes in plan 
benefits are amortized over the average remaining service period of the employees expected to receive benefits. 
Expected return on plan assets is determined by applying the return on assets assumption to the market-related 
value of assets. 

As of July 1, 2006, Verizon management employees no longer earn pension benefits or earn service towards the 
company retiree medical subsidy (see Note 15). 

In September 2006, the FASB issued SFAS No. 158, Employers' Accounting for Defined Benefit Pension and 
Other Postretirement Plans-an amendment ofFASB Statements No. 87, 88, 106, and 132(R) (SFAS No. 158). 
Effective December 31, 2006, SFAS No. 158 requires the recognition of a defined benefit postretirement plan's 
funded status as either an asset or liability on the balance sheet. SFAS No. 158 also requires the immediate 
recognition of the unrecognized actuarial gains and losses and prior service costs and credits that arise during the 
period as a component of other accumulated comprehensive income, net of applicable income taxes. Additionally, 
the fair value of plan assets must be determined as of the Company's year-end. We adopted SFAS No. 158 effective 
December 31, 2006, which resulted in a net decrease to shareowners' investment of$7,409 million. This included 
a net increase in pension obligations of $2,007 million, an increase in Other Postretirement Benefits Obligations of 
$10,828 million and an increase in Other Employee Benefit Obligations of $31 million, offset by an increase in 
deferred taxes of $5,457 million. 

Derivative Instruments 

We have entered into derivative transactions to manage our exposure to fluctuations in foreign currency exchange 
rates, interest rates and commodity prices. We employ risk management strategies using a variety of derivatives 
including foreign currency forwards and collars, equity options, interest rate and commodity swap agreements and 
interest rate locks. We do not hold derivatives for trading purposes. 

In accordance with SF AS No. 133, Accounting for Derivative Instruments and Hedging Activities (SF AS No. 133) 
and related amendments and interpretations, we measure all derivatives, including derivatives embedded in other 
financial instruments, at fair value and recognize them as either assets or liabilities on our consolidated balance 
sheets. Changes in the fair values of derivative instruments not qualifying as hedges or any ineffective portion of 
hedges are recognized in earnings in the current period. Changes in the fair values of derivative instruments used 
effectively as fair value hedges are recognized in earnings, along with changes in the fair value of the hedged item. 
Changes in the fair value of the effective portions of cash flow hedges are reported in other comprehensive income 
(loss) and recognized in earnings when the hedged item is recognized in earnings. 

Recent Accounting Pronouncements 

In December 2007, the FASB issued SFAS No. 141(R), Business Combinations (Revised), (SFAS No. 141(R)), to 
replace SFAS No. 141, Business Combinations. SFAS No. 141(R) requires the use ofthe acquisition method of 
accounting, defines the acquirer, establishes the acquisition date and broadens the scope to all transactions and 
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other events in which one entity obtains control over one or more other businesses. This statement is effective for 
business combinations or transactions entered into for fiscal years beginning on or after December 15, 2008. We 
are still evaluating the impact of SFAS No. 14l(R), however, the adoption of this statement is not expected to have 
a material impact on our financial position or results of operations. 

In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial 
Statements- an amendment of ARB No. 51 , (SF AS No. 160). SF AS No. 160 establishes accounting and reporting 
standards for the noncontrolling interest in a subsidiary and for the retained interest and gain or loss when a 
subsidiary is deconsolidated. This statement is effective for financial statements issued for fiscal years beginning on 
or after December 15, 2008. Upon the initial adoption of this statement we will change the classification and 
presentation of Noncontrolling Interest in our financial statements, which we currently refer to as minority interest. 
We are still evaluating the impact SFAS No. 160 will have, but we do not expect a material impact on our financial 
position or results of operations. 

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial 
Liabilities-Including an Amendment of SFAS 115 (SFAS No. 159), which permits but does not require us to 
measure financial instruments and certain other items at fair value. Unrealized gains and losses on items for which 
the fair value option has been elected are reported in earnings. This statement is effective for financial statements 
issued for fiscal years beginning after November 15, 2007. As we will not elect to fair value any of our financial 
instruments under the provisions of SFAS No.1 59, the adoption of this statement effective January 1, 2008 will not 
have any impact on our financial statements. 

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157). SFAS No. 157 
defines fair value, establishes a framework for measuring fair value in generally accepted accounting principles 
and establishes a hierarchy that categorizes and prioritizes the sources to be used to estimate fair value. SF AS No. 
157 also expands financial statement disclosures about fair value measurements. On February 12, 2008, the F ASB 
issued FASB Staff Position (FSP) 157-2 which delays the effective date of SFAS No. 157 for one year, for all 
nonfinancial assets and nonfinancial liabilities, except those that are recognized or disclosed at fair value in the 
financial statements on a recurring basis (at least annually). SFAS No. 157 and FSP 157-2 are effective for 
financial statements issued for fiscal years beginning after November 15, 2007. We will elect a partial deferral of 
SFAS No. 157 under the provisions ofFSP 157-2 related to the measurement of fair value used when evaluating 
goodwill, other intangible assets, wireless licenses and other long-lived assets for impairment and valuing asset 
retirement obligations and liabilities for exit or disposal activities. The impact of partially adopting SF AS No. 157 
effective January 1, 2008 will not be material to our financial statements. 

In June 2006, the Emerging Issues Task Force (EITF) reached a consensus on EITF No. 06-3, How Taxes 
Collected from Customers and Remitted to Governmental Authorities Should Be Presented in the Income 
Statement (EITF No. 06-3). EITF No. 06-3 permits that such taxes may be presented on either a gross basis or a 
net basis as long as that presentation is used consistently. The adoption ofEITF No. 06-3 on January 1, 2007 did 
not impact our financial statements. We present the taxes within the scope ofEITF No. 06-3 on a net basis. 

~ote 2 

!Discontinued Operations, Extraordinary Item and Other Dispositions 

Discontinued Operations 

Telecomunicaciones de Puerto Rico, Inc. 

On March 30, 2007, we completed the sale of our 52% interest in Telecomunicaciones de Puerto Rico, Inc. 
(TELPRI) and received gross proceeds of approximately $980 million. The sale resulted in a pretax gain of $120 
million ($70 million after-tax). Verizon contributed $100 million ($65 million after-tax) of the proceeds to the 
Verizon Foundation. 
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Verizon Dominicana C. par A. 

On December 1, 2006, we closed the sale ofVerizon Dominicana C. por A (Verizon Dominicana). The transaction 
resulted in net pretax cash proceeds of $2,042 million, net of a purchase price adjustment of $373 million. The 
U.S. taxes that became payable and were recognized at the time the transaction closed exceeded the $30 million 
pretax gain on the sale resulting in an overall after-tax loss of $541 million. 

Verizon Information Services 

In October, 2006, we announced our intention to spin-off our domestic print and Internet yellow pages directories 
publishing operations, which have been organized into a newly formed company known as Idearc Inc. On October 
18, 2006, the Verizon Board of Directors declared a dividend consisting of 1 share of the newly formed company 
for each 20 shares ofVerizon owned. In making its determination to effect the spin-off, Verizon's Board of 
Directors considered, among other things, that the spin-off may allow each company to separately focus on its core 
business, which may facilitate the potential expansion and growth ofVerizon and the newly 

formed company, and allow each company to determine its own capital structure. On November 17, 2006, we 
completed the spin-off of our domestic print and Internet yellow pages directories business. Cash was paid for 
fractional shares. The distribution of common stock of the newly formed company to our shareowners was 
considered a tax free transaction for us and for our shareowners, except for the cash payments for fractional shares 
which were generally taxable. 

At the time ofthe spin-off, the exercise price and number of shares ofVerizon common stock underlying options to 
purchase shares ofVerizon common stock, restricted stock units (RSU's) and performance stock units (PSU's) 
were adjusted pursuant to the terms of the applicable Verizon equity incentive plans, taking into account the 
change in the value ofVerizon common stock as a result of the spin-off. 

In connection with the spin-off, Verizon received approximately $2 billion in cash from the proceeds ofloans 
under a term loan facility of the newly formed company and transferred to the newly formed company debt 
obligations in the aggregate principal amount of approximately $7.1 billion thereby reducing Verizon's 
outstanding debt at that time. We incurred pretax charges of approximately $117 million ($101 million after-tax), 
including debt retirement costs, costs associated with accumulated vested benefits of employees of the newly 
formed company, investment banking fees and other transaction costs related to the spin-off, which are included in 
discontinued operations. 

In accordance with SFAS No. 144 we have classified TELPRI, Verizon Dominicana and our former domestic print 
and Internet yellow page directories publishing operations as discontinued operations in the consolidated financial 
statements for all periods presented through the date of the spin-off or divestiture. 

The assets and liabilities of TELPRI are disclosed as current assets held for sale and current liabilities related to 
assets held for sale in the consolidated balance sheet as of December 31, 2006. Additional details related to those 
assets and liabilities were as follows: 

dollars in 

millions) 

tt December 31, 

Current assets 
~006 

303 

flant, property and equipment, net 11,436 
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ther non-current assets 

otal assets 

2,592 

!current liabilities 

181 

ong-term debt 

ther non-current liabilities 

[otalliabilities 

2,154 

Related to the assets and liabilities above was $241 million included as Accumulated Other Comprehensive Loss in 
the consolidated balance sheet as ofDecember 31, 2006. 

Income from discontinued operations, net of tax, presented in the consolidated statements of income included the 
following: 

(dollars in millions) 

~ear Ended December 31, I ~007 II I 
2006 

2005 

pperating revenues 1$ 306 II 1$ 
5,077 $ 

5,595 

~ncome before provision for income taxes 1$ 185 II 1$ 
2,041 $ 

2,159 

frovision for income taxes 1(43 ~ I I 
(1,282 ) 

(789 ) 

~ncome from discontinued operations, net of tax I 1$ 142 II 1$ 
759 $ 

1,370 

Extraordinary Item 

Campania An6nima Nacional Telefonos de Venezuela (CANTV) 

In January 2007, the Bolivarian Republic of Venezuela (the Republic) declared its intent to nationalize certain 
companies, including CANTY. On February 12, 2007, we entered into a Memorandum of Understanding (MOU) 
with the Republic, which provided that the Republic offer to purchase all of the equity securities of CANTY, 
including our 28.5% interest, through public tender offers in Venezuela and the United States. Under the terms of 
the MOU, the prices in the tender offers would be adjusted downward to reflect any dividends declared and paid 
subsequent to February 12, 2007. During the second quarter of 2007, the tender offers were completed and Verizon 

II I 

II I 

II I 

II I 

II I 
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received an aggregate amount of approximately $572 million, which included $476 million from the tender offers 
as well as $96 million of dividends declared and paid subsequent to the MOU. Based upon our investment balance 
in CANTY, we recorded an extraordinary loss of $131 million, including taxes of $3 8 million. 

Other Dispositions 

Telephone Access Lines Spin-off 

On January 16, 2007, we announced a definitive agreement with FairPoint Communications, Inc. (FairPoint) that 
will result in Verizon establishing a separate entity for its local exchange and related business assets in Maine, 
New Hampshire and Vermont, spinning off that new entity into a newly formed company, known as Northern New 
England Spinco Inc. (Spinco), to Verizon's shareowners, and immediately merging it with and into FairPoint. 
These local exchange and business assets are included in Verizon's continuing operations. It is anticipated that as 
long as all conditions are satisfied and assuming completion of the related financing transactions, both the spin-off 
of Spinco to Verizon shareowners and the merger of Spinco with FairPoint will occur on March 31, 2008. 
Verizon's Board ofDirectors established a record date ofMarch 7, 2008, and a closing date ofMarch 31, 2008, for 
the proposed spin-off of shares of Spinco to Verizon shareowners. 

During 2007, we recorded pretax charges of $84 million ($80 million after-tax) for costs incurred related to certain 
network and work center re-arrangements, the isolation and extraction of related business information, and other 
activities to separate the wireline facilities and operations in Maine, New Hampshire and Vermont from Verizon at 
the closing of the transaction, as well as professional advisory and legal fees in connection with this transaction. 

Upon the closing of the transaction, Verizon shareowners will own approximately 60 percent of the new company, 
and FairPoint shareowners will own approximately 40 percent. Verizon Communications will not receive any 
shares in FairPoint as a result of the transaction. In connection with the merger, Verizon shareowners will receive 
one share of FairPoint stock for approximately every 53 shares ofVerizon stock held as of the record date. The 
proposal relating to the merger was approved by the FairPoint shareowners in August 2007. Both the spin-off and 
merger are expected to qualify as tax-free transactions, except to the extent that cash is paid to Verizon 
shareowners in lieu of fractional shares. 

Based upon the number of shares (as adjusted) and price of FairPoint common stock (NYSE: FRP) on the date of 
the announcement of the merger, the estimated total value to be received by Verizon and its shareowners in 
exchange for these operations was approximately $2,715 million. This consisted of (a) approximately $1,015 
million of FairPoint common stock that was to be received by Verizon shareowners in the merger, and (b) $1,700 
million in value that was to be received by Verizon through a combination of cash distributions to Verizon and 
debt securities issued to Verizon prior to the spin-off. Verizon currently intends to exchange these newly issued 
debt securities for certain debt that was previously issued by Verizon, which would have the effect of reducing 
Verizon's then-outstanding debt. The actual total value to be received by Verizon and its shareowners will be 
determined in part based on the number of shares (as adjusted) and price of FairPoint common stock on the date of 
the closing of the merger. This value is now expected to be less than $2,715 million because (a) FairPoint expects 
to issue approximately 54 million shares of common stock in the merger and the price of FairPoint common stock 
has declined since the announcement of the merger (the closing price of FairPoint common stock on the last 
business day prior to the announcement of the merger was $18.54 per share) and (b) in connection with the 
regulatory approval process, Verizon currently expects to make additional contributions of approximately $320 
million to the entity that will merge with FairPoint. 

Verizon Hawaii Inc. 

During 2005, we sold our wireline and directory businesses in Hawaii, including Verizon Hawaii Inc. which 
operated approximately 700,000 switched access lines, as well as the services and assets ofVerizon Long Distance, 
Verizon Online, Verizon Information Services and Verizon Select Services Inc. in Hawaii, to an affiliate of The 
Carlyle Group for $1,326 million in cash proceeds. In connection with this sale, we recorded a net pretax gain of 

GTEOSI00004637 



$530 million ($336 million after-tax). 

~oreJ 
Other Items 

Other Tax Matters 

During 2005, we recorded tax benefits of $336 million in connection with the utilization of prior year loss carry 
forwards. As a result of the capital gain realized in 2005 in connection with the sale of our Hawaii businesses, we 
recorded a tax benefit of $242 million related to the capital losses incurred in previous years. 

Also during 2005, we recorded a net tax provision of $206 million related to the repatriation of foreign earnings 
under the provisions of the American Jobs Creation Act of 2004, for two of our foreign investments. 

Facility and Employee-Related Items 

During the fourth quarter of 2007, we recorded a charge of $772 million ($4 77 million after-tax) primarily in 
connection with workforce reductions of9,000 employees and related charges, 4,000 ofwhom were terminated in 
the fourth quarter of 2007 with the remaining reductions expected to occur throughout 2008 (see Note 15). In 
addition, we adjusted our actuarial assumptions for severance to align with future expectations. 

During 2006, we recorded net pretax severance, pension and benefits charges of $425 million ($258 million after­
tax). These charges included net pretax pension settlement losses of $56 million ($26 million after-tax) related to 
employees that received lump-sum distributions primarily resulting from our separation plans. These charges were 
recorded in accordance with SF AS No. 88, Employers' Accounting for Settlements and Curtailments of Defined 
Benefit Pension Plans and for Termination (SF AS No. 88), which requires that settlement losses be recorded once 
prescribed payment thresholds have been reached. Also included are pretax charges of $369 million ($228 million 
after-tax) for employee severance and severance-related costs in connection with the involuntary separation of 
approximately 4,100 employees. In addition, during 2005 we recorded a charge of $59 million ($36 million after­
tax) associated with employee severance costs and severance-related activities in connection with a voluntary 
separation program for surplus union-represented employees. 

During 2006, we recorded pretax charges of $184 million ($ll8 million after-tax) in connection with the continued 
relocation of employees and business operations to Verizon Center located in Basking Ridge, New Jersey. During 
2005, we recorded a net pretax gain of $18 million ($8 million after-tax) in connection with this relocation, 
including a pretax gain of $120 million ($72 million after-tax) related to the sale of a New York City office 
building, partially offset by a pretax charge of $102 million ($64 million after-tax) primarily associated with 
relocation, employee severance and related activities. 

During 2005, we reported a net pretax charge of $98 million ($59 million after-tax) related to the restructuring of 
the Verizon management retirement benefit plans. This pretax charge was recorded in accordance with SF AS No. 
88, and SFAS No. 106, Employers' Accounting for the Postretirement Benefits Other Than Pensions (SFAS No. 
106) and included the unamortized cost of prior pension enhancements of $430 million, offset partially by a pretax 
curtailment gain of $332 million related to retiree medical benefits. In connection with this restructuring, 
management employees: no longer earn pension benefits or earn service towards the company retiree medical 
subsidy after June, 2006; received an 18-month enhancement of the value of their pension and retiree medical 
subsidy; and receive a higher savings plan matching contribution. 

Other Items 

In 2006, we recorded pretax charges of $26 million ($16 million after-tax) resulting from the extinguishment of 
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debt assumed in connection with the completion of the MCI merger (see Note 8). 

During 2005, we recorded pretax charges of $139 million ($133 million after-tax) including a pretax impairment 
charge of $125 million pertaining to aircraft leased to airlines involved in bankruptcy proceedings and a pretax 
charge of $14 million ($8 million after-tax) in connection with the early extinguishment of debt. 

Note 4 

Marketable Securities and Other Investments 

We have investments in marketable securities which are considered "available-for-sale" under SF AS No. 115. 
These investments have been included in our consolidated balance sheets in Short-Term Investments, Investments 
in Unconsolidated Businesses and Other Assets. 

Under SF AS No. 115, available-for-sale securities are required to be carried at their fair value, with unrealized 
gains and losses (net of income taxes) that are considered temporary in nature recorded in Accumulated Other 
Comprehensive Loss. The fair values of our investments in marketable securities are determined based on market 
quotations. We continually evaluate our investments in marketable securities for impairment due to declines in 
market value considered to be other than temporary. That evaluation includes, in addition to persistent, declining 
stock prices, general economic and company-specific evaluations. In the event of a determination that a decline in 
market value is other than temporary, a charge to earnings is recorded in Other Income and (Expense), Net in the 
consolidated statements of income for all or a portion of the unrealized loss, and a new cost basis in the investment 
is established. As of December 31, 2007, no impairments were determined to exist. 

The following table shows certain summarized information related to our investments in marketable securities: 

(dollars in millions) 

Gains Gross Unrealized Losses 

Fair Value 

fAt December 31,2007 I I I I I I 

!short -term investments 1$ 497 1$ 21 I I 
$ - $ 

518 

~nvestments in unconsolidated businesses (Note 6) ~86 ~2 I t 
328 

pther assets ~61 I ~1 I t 
692 

1$ 1,444 I 1$ 94 I I 
$ - $ 

1,538 

fAt December 31,2006 I I I I I I 

!short -term investments 1$ 616 1$ 28 I I 
$ - $ 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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644 

~nvestments in unconsolidated businesses (Note 6) I ~59 138 I 

(2 ) 295 

pther assets I 1594 131 I 

1,564 

Our short -term investments are primarily bonds and mutual funds. 

Certain other investments in securities that we hold are not adjusted to market values because those values are not 
readily determinable and/or the securities are not marketable. We do, however, adjust the carrying values of these 
securities in situations where we believe declines in value below cost were other than temporary. The carrying 
values for investments not adjusted to market value were $15 million at December 31, 2007 and $12 million at 
December 31, 2006. 

~ores 
lant, Property and Equipment 

The following table displays the details of plant, property and equipment, which is stated at cost: 

I 

1-

dollars in millions) 

t December 31, 007 

2006 

and $ 839 

$ 959 

~uildings and equipment 119,734 

19,207 

!Network equipment 1173,654 

163,580 

furniture, office and data processing equipment 111,912 

12,789 

K\lork in progress 11,988 

2,315 

~easehold improvements I ~,612 
3,061 

ther ,255 

II I 

II I 

I I 

I I 

I I 

I I 

I I 
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2,198 

13,994 

204,109 

~ess accumulated depreciation 1128,700 

121,753 

[otal I 1$ 85,294 

$ 82,356 

~ote 6 

~nvestments in Unconsolidated Businesses 

Our investments in unconsolidated businesses are comprised of the following: 

(dollars in millions) 

bt December 31, 

~quity Investees 

K'odafone Omnitel 

2,313 

3,624 

CANTY 

pther 

[otal equity investees 

lcost Investees 

[otal investments in unconsolidated businesses 

007 

2006 

I pwnership 

Ownership 

I I 

~3.1 
23.1 

28.5 

I K'arious 

Various 

I I 

KJarious 

Various 

I I 

I I ~nvestment I 
Investment 

I I I I 

IOJ I 1$ 
% $ 

230 

II 1744 I 
744 

II ~,057 I 
4,598 

II ~15 I 
270 

II 1$ 3,372 I 
$ 4,868 

I 

I 

I 

I 

I 

I 

I 

Dividends and repatriations of foreign earnings received from these investees amounted to $2,571 million in 2007, 
$42 million in 2006 and $2,335 million in 2005. 

I I 

I I 

I I I 

I I I 

I I I 

II I 

II I 

II I 

II I 
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Equity Investees 

Vodafone Omnitel 

Vodafone Omnitel is the second largest wireless communications company in Italy. At December 31, 2007 and 
2006, our investment in Vodafone Omnitel included goodwill of$1,154 million and $1,044 million, respectively. 

In December 2007, Verizon received a net distribution from Vodafone Omnitel of approximately $2.1 billion and 
we anticipate that we may receive an additional distribution from Vodafone Omnitel within the next twelve 
months. As a result, we recorded $610 million of foreign and domestic taxes and expenses specifically relating to 
our share ofVodafone Omnitel's distributable earnings. During 2005, we repatriated approximately $2.2 billion of 
Vodafone Omnitel's earnings through the repurchase of issued and outstanding shares of its equity. Vodafone 
Omnitel's owners, Verizon and Vodafone Group Plc (Vodafone), participated on a pro rata basis; consequently, 
Verizon's ownership interest after the share repurchase remained at 23.1 %. 

CANTV 

Verizon sold its interest in CANTY in 2007 (see Note 2). 

Other Equity lnvestees 

Verizon has limited partnership investments in entities that invest in affordable housing projects, for which 
Verizon provides funding as a limited partner and receives tax deductions and tax credits based on its partnership 
interests. At December 31, 2007 and 2006, Verizon had equity investments in these partnerships of $637 million 
and $659 million, respectively. Verizon currently adjusts the carrying value of these investments for any losses 
incurred by the limited partnerships through earnings. 

The remaining investments include wireless partnerships in the U.S. and other smaller domestic and international 
investments. 

Cost Investees 

Some of our cost investments are carried at their current market value. Other cost investments are carried at their 
original cost, except in cases where we have determined that a decline in the estimated market value of an 
investment is other than temporary as described in Note 4. Our cost investments include a variety of domestic and 
international investments primarily involved in providing communication services. 

Minority interests in equity of subsidiaries were as follows: 

(dolla 

rs in millions) 

t December 31, 
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Minority interests in consolidated subsidiaries: 

K\lireless joint venture 

31,782 

27,854 

!cellular partnerships and other 

32,288 

28,337 

Wireless Joint Venture 

The wireless joint venture was formed in April 2000 in connection with the combination of the U.S. wireless 
operations and interests of Verizon and Vodafone. The wireless joint venture operates as Verizon Wireless. 
Verizon owns a controlling 55% interest in Verizon Wireless and Vodafone owns the remaining 45%. 

2007 

2006 

I I 

I I 

$ 

$ 

I I 

506 

483 

$ 

$ 

Under the terms of an investment agreement, Vodafone had the right to require Verizon Wireless to purchase up to 
an aggregate of $20 billion worth of Vodafone' s interest in Verizon Wireless at designated times (put windows) at 
its then fair market value, not to exceed $10 billion in any one put window. The last of these put windows opened 
on June 10 and closed on August 9 in 2007. Vodafone did not exercise its right during this period and no longer 
has any right to require the purchase of any of its interest in Verizon Wireless. 

Cellular Partnerships and Other 

In August 2002, Verizon Wireless and Price Communications Corp. (Price) combined Price's wireless business 
with a portion ofVerizon Wireless. The resulting limited partnership, Verizon Wireless of the East LP (VZ East), 
is controlled and managed by Verizon Wireless. In exchange for its contributed assets, Price received a limited 
partnership interest in VZ East which was exchangeable into the common stock of Verizon Wireless if an initial 
public offering of that stock occurred, or into the common stock ofVerizon on the fourth anniversary of the asset 
contribution date. On August 15, 2006, Verizon delivered 29.5 million shares of newly-issued Verizon common 
stock to Price valued at $1,007 million in exchange for Price's limited partnership interest in VZ East. As a result 
of acquiring Price's limited partnership interest, Verizon recorded goodwill of $345 million in the third quarter of 
2006 attributable to its Domestic Wireless segment. 

ote 8 

I I 

I I 

I I 

GTEOSI00004643 



!Merger and Acquisitions 

Completion of Merger with MCI 

On January 6, 2006, after receiving the required state, federal and international regulatory approvals, Verizon 
completed the acquisition of 100% of the outstanding common stock ofMCI, Inc. (MCI) for a combination of 
Verizon common shares and cash. MCI was a global communications company that provided Internet, data and 
voice communication services to businesses and government entities throughout the world and consumers in the 
United States. 

The merger was accounted for using the purchase method in accordance with SFAS No. 141, and the aggregate 
transaction value was $6,890 million, consisting of $5,829 million of cash and common stock issued at closing, 
$973 million of consideration for the shares acquired from entities controlled by Carlos Slim Helu, net of the 
portion of the special dividend paid by MCI that was treated as a return of our investment, and closing and other 
direct merger-related costs. The number of shares issued was based on the "Average Parent Stock Price," as 
defined in the merger agreement. The consolidated financial statements include the results ofMCI's operations 
from the date of the close of the merger. 

Allocation of the cost of the merger 

In accordance with SFAS No. 141, the cost of the merger was allocated to the assets acquired and liabilities 
assumed based on their fair values as of the close of the merger, with the amounts exceeding the fair value being 
recorded as goodwill. The process to identify and record the fair value of assets acquired and liabilities assumed 
included an analysis of the acquired fixed assets, including real and personal property; various contracts, including 
leases, contractual commitments, and other business contracts; customer relationships; investments; and 
contingencies. 

The fair values of the assets acquired and liabilities assumed were determined using one or more of three valuation 
approaches: market, income and cost. The selection of a particular method for a given asset depended on the 
reliability of available data and the nature of the asset, among other considerations. The market approach, which 
indicates value for a subject asset based on available market pricing for comparable assets, was utilized for certain 
acquired real property and investments. The income approach, which indicates value for a subject asset based on 
the present value of cash flow projected to be generated by the asset, was used for certain intangible assets such as 
customer relationships, as well as for favorable/unfavorable contracts. Projected cash flow is discounted at a 
required rate of return that reflects the relative risk of achieving the cash flow and the time value of money. 
Projected cash flows for each asset considered multiple factors, including current revenue from existing customers; 
distinct analysis of expected price, volume, and attrition trends; reasonable contract renewal assumptions from the 
perspective of a marketplace participant; expected profit margins giving consideration to marketplace synergies; 
and required returns to contributory assets. The cost approach, which estimates value by determining the current 
cost of replacing an asset with another of equivalent economic utility, was used for the majority of personal 
property. The cost to replace a given asset reflects the estimated reproduction or replacement cost for the property, 
less an allowance for loss in value due to depreciation or obsolescence, with specific consideration given to 
economic obsolescence if indicated. 

The following table summarizes the allocation of the cost of the merger to the assets acquired, including cash of 
$2,361 million, and liabilities assumed as of the close of the merger. 
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Current assets 

$ 6,001 
froperty, plant & equipment II 

6,453 
~ntangible assets subject to amortization II 

!Customer relationships II 

1,162 
Nghts of way and other II 

176 
peferred income taxes and other assets II 

1,995 
Goodwill 

5,085 
[otal assets acquired II 

$ 20,872 

OCJiabilities assumed II 

!Current liabilities II 
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$ 6,093 
ong-term debt 

6,169 
peferred income taxes and other non-current liabilities 

1,720 
[Total liabilities assumed 

13,982 
urchase price 

$ 6,890 

The goodwill resulting from the merger with MCI is included in our Wireline segment, which includes the 
operations of the former MCI. The customer relationships are being amortized on a straight-line basis over 3-8 
years based on whether the relationship is with a consumer or a business customer since this correlates to the 
pattern in which the economic benefits are expected to be realized. 

We recorded certain severance and severance-related costs and contract termination costs in connection with the 
merger, pursuant to EITF Issue No. 95-3, Recognition of Liabilities in Connection with a Purchase Business 
Combination . The following table summarizes the activity related to these obligations during 2007: 

dollars in millions) 

Payments 

At December 31, 2007 

!severance costs and contract termination costs 

(340 $ 36 

The remaining contract termination costs at December 31, 2007 are expected to be paid over the remaining 
contract periods through 2008. 

In 2007 and 2006, we recorded pretax charges of $178 million ($112 million after-tax) and $232 million ($146 
million after-tax), respectively, primarily associated with the MCI acquisition that were comprised of advertising 
and other costs related to re-branding initiatives, facility exit costs and systems integration activities. 

Pro Forma Information 

The following unaudited pro forma consolidated results of operations assume that the MCI merger was completed 
as of January 1 for the periods shown below: 

II 

II 

II 
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r dollars in millions, except per 

share amounts) 

Rears Ended December 31, ~006 
2005 

pperating revenues 1$ 88,409 

$ 85,781 

~ncome before discontinued operations and cumulative effect of accounting change I ~,48o 
6,724 

INet income 1 ~,197 
8,176 

~asic earnings per common share: 

~ncome before discontinued operations and cumulative effect of accounting change lt.88 
2.30 

INet income I ~.13 
2.79 

piluted earnings per common share: 

~ncome before discontinued operations and cumulative effect of accounting change lt.88 
2.28 

INet income 1 ~.12 
2.76 

The unaudited pro forma information presents the combined operating results ofVerizon and the former MCI, 
with the results prior to the acquisition date adjusted to include the pro forma impact of: the elimination of 
transactions between Verizon and the former MCI; the adjustment of amortization of intangible assets and 
depreciation of fixed assets based on the purchase price allocation; the elimination of merger expenses incurred by 
the former MCI; the elimination of the loss on the early redemption ofMCI's debt; the adjustment of interest 
expense reflecting the redemption of all of MCI' s debt and the replacement of that debt with $4 billion of new debt 
issued in February 2006 at Verizon's weighted average borrowing rate; and to reflect the impact of income taxes 
on the pro forma adjustments utilizing Verizon's statutory tax rate of 40%. The unaudited pro forma results for 
2005 include $82 million for discontinued operations that were sold by MCI during the first quarter of 2005. The 
unaudited pro forma results for 2005 include approximately $300 million of net tax benefits resulting from tax 
reserve adjustments recognized by the former MCI primarily during the third and fourth quarters of 2005, 
including audit settlements and other activity. 

The unaudited pro forma consolidated basic and diluted earnings per share for 2006 and 2005 are based on the 
consolidated basic and diluted weighted average shares ofVerizon and the former MCI. The historical basic and 
diluted weighted average shares of the former MCI were converted for the actual number of shares issued upon the 
closing of the merger. 

The unaudited pro forma results are presented for illustrative purposes only and do not reflect the realization of 
potential cost savings, or any related integration costs. Certain cost savings may result from the merger; however, 
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there can be no assurance that these cost savings will be achieved. Cost savings, if achieved, could result from, 
among other things, the reduction of overhead expenses, including employee levels and the elimination of 
duplicate facilities and capital expenditures. These pro forma results do not purport to be indicative of the results 
that would have actually been obtained if the merger occurred as of the beginning of each of the periods presented, 
nor does the pro forma data intend to be a projection of results that may be obtained in the future. 

Rural Cellular Corporation 

In late July 2007, Verizon Wireless announced that it had entered into an agreement to acquire Rural Cellular 
Corporation (Rural Cellular), for $45 per share in cash (or approximately $757 million). As a result of the 
acquisition, Verizon Wireless will assume Rural Cellular's outstanding debt. The total value of the transaction is 
approximately $2.7 billion. Rural Cellular has more than 700,000 customers in markets adjacent to Verizon 
Wireless's existing customer service areas. Rural Cellular's networks are located in the states of Maine, Vermont, 
New Hampshire, New York, Massachusetts, Alabama, Mississippi, Minnesota, North Dakota, South Dakota, 
Wisconsin, Kansas, Idaho, Washington, and Oregon. Rural Cellular's shareholders approved the transaction on 
October 4, 2007. The acquisition, which is subject to regulatory approvals, is expected to close in the first half of 
2008. 

In a related transaction, on December 3, 2007, Verizon Wireless signed a definitive exchange agreement with 
AT&T. Under the terms of the agreement, Verizon Wireless will receive cellular operating markets in Madison 
and Mason, KY, and lOMHz PCS licenses in Las Vegas, NV; Buffalo, NY; Sunbury-Shamokin and Erie, PA; and 
Youngstown, OH. Verizon Wireless will also receive minority interests held by AT&T in three entities in which 
Verizon Wireless also holds an interest plus a cash payment. In exchange, Verizon Wireless will transfer to AT&T 
six cellular operating markets in Burlington, Franklin and the northern portion of Addison, VT; Franklin, NY; and 
Okanogan and Ferry, WA; and a cellular license for the Kentucky-6 market. The operating markets Verizon 
Wireless is exchanging are among those it is to acquire from Rural Cellular. The exchange with AT&T is subject 
to regulatory approvals and is expected to close in the first half of 2008. 

Other Acquisitions 

In July 2007, Verizon acquired a security-services firm for $435 million, resulting in goodwill of $343 million and 
other intangible assets of $81 million. This acquisition was made to enhance our managed information security 
services to large business and government customers worldwide. This acquisition was integrated into the Wireline 
segment. 

On November 29, 2006, we were granted thirteen 20MHz licenses we won in an FCC auction that concluded on 
September 18, 2006. We paid a total of $2,809 million for the licenses, which cover a population of nearly 200 
million. 

~ote 9 

Goodwill and Other Intangible Assets 

Goodwill 

Changes in the carrying amount of goodwill are as follows: 

dollars in millions) 
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ire line 

Domestic Wireless Total 

~alance at December 31,2005 I 1$ 315 Ill$ 
$ 315 

[Acquisitions 15,085 111345 
5,430 

~eclassifications and adjustments 1(90 D II-
(90 ) 

~alance at December 31,2006 I 1$ 5,310 Ill$ 
345 $ 5,655 

[Acquisitions ~43 I I t 
343 

~eclassifications and adjustments 1(753 D I t 
(753 ) 

~alance at December 31,2007 I 1$ 4,900 Ill$ 
345 $ 5,245 

Reclassifications and adjustments to goodwill include the impact of adopting FIN 48 (see Note 1) of $100 million 
as of January 1, 2007, as well as to reflect revised estimated tax bases of acquired assets and liabilities during 2007 
and 2006. 

Other Intangible Assets 

The following table displays the details of other intangible assets: 

(dollars in millions) 

I bt December 31, 2007 bt December 31, 

2006 

pross Amount 

Gross Amount Accumulated Amortization 

finite-lived intangible assets: 

!customer lists (3 to 10 years) 1$ 1,307 1$ 459 1$ 1,278 

$ 270 

!Non-network internal-use software (2 to 7 years) ~,116 14,147 p,777 

3,826 

pther (1 to 25 years) ~15 144 ~04 
23 

[otal I 1$ 9,638 1$ 4,650 1$ 9,259 

$ 4,119 

~ndefinite-lived intangible assets: I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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K\lireless licenses 1$ 50,796 1$ 50,959 

Reclassifications and adjustments to wireless licenses include the impact of adopting FIN 48 (see Note 1) of $535 
million as of January 1, 2007, partially offset by acquisitions during 2007. 

Amortization expense was $1,341 million, $1,423 million, and $1,444 million for the years ended December 31, 
2007, 2006 and 2005, respectively and is estimated to be $1,324 million in 2008, $1,116 million in 2009, $884 
million in 2010, $696 million in 2011 and $472 million in 2012. Customer lists and relationships of $3,313 
million at Domestic Wireless became fully amortized during 2006. 

As Lessor 

We are the lessor in leveraged and direct financing lease agreements for commercial aircraft and power generating 
facilities, which comprise the majority of the portfolio along with telecommunications equipment, real estate 
property, and other equipment. These leases have remaining terms up to 48 years as of December 31, 2007. 
Minimum lease payments receivable represent unpaid rentals, less principal and interest on third-party 
nonrecourse debt relating to leveraged lease transactions. Since we have no general liability for this debt, which 
holds a senior security interest in the leased equipment and rentals, the related principal and interest have been 
offset against the minimum lease payments receivable in accordance with GAAP. All recourse debt is reflected in 
our consolidated balance sheets. See Note 3 for information on lease impairment charges. 

Finance lease receivables, which are included in Prepaid Expenses and Other and Other Assets in our consolidated 
balance sheets are comprised of the following: 

(dollars in millions) 

bt December 31, I ~007 I I poo6 

everaged Leases 

Leveraged Leases Direct F ina nee Leases Total 

Minimum lease payments receivable I 1$ 2,959 Ill$ t3t Ill$ 3,090 Ill$ 3,311 Ill$ 
128 $ 3,439 

~stimated residual value lt,434 lllt6 lllt,450 1111,637 11118 
1,655 

~namortized initial direct costs I t lilt lilt I II- I II-

~nearned income I 1(1,483 ~ 11(25 ~ 11(1,508 ~I b,895 ~ 11(22 
) (1,917 ) 

I 1$ 2,9t0 Ill$ t23 II ~,o33 Ill$ 3,053 Ill$ 
124 3,177 

fAllowance for doubtful accounts I I Ill lll(t68 ~ II Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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(175 ) 

finance lease receivables, net I I Ill Ill$ 2,865 Ill 
$ 3,002 

!current I I Ill Ill$ 36 Ill 
$ 40 

!Noncurrent I I Ill Ill$ 2,829 Ill 
$ 2,962 

Accumulated deferred taxes arising from leveraged leases, which are included in Deferred Income Taxes, 
amounted to $2,307 million at December 31, 2007 and $2,674 million at December 31, 2006. 

The following table is a summary of the components of income from leveraged leases: 

(dollars in millions) 

~ears Ended December 31, I ~007 I 
2005 

fretax lease income 1$ 78 
$ 119 

~ncome tax expense/(benefit) I ~0 
(25 ) 

~nvestment tax credits I ~ 
4 

Ill 

Ill 

Ill 

poo6 

1$ 96 

157 

~ 

The future minimum lease payments to be received from noncancelable leases, net of nonrecourse loan payments 
related to leveraged and direct financing leases for the periods shown at December 31, 2007, are as follows: 

(dollars in millions) 

ears apital Leases 

008 127 
29 

009 15 
23 

010 136 
16 

011 110 
10 

012 110 
9 

[hereafter I ~,392 

Ill 

Ill 

Ill 
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16 

$ 103 

As Lessee 

We lease certain facilities and equipment for use in our operations under both capital and operating leases. Total 
rent expense from continuing operations under operating leases amounted to $1,712 million in 2007, $1,608 
million in 2006 and $1,458 million in 2005. 

Amortization of capital leases is included in depreciation and amortization expense in the consolidated statements 
of income. Capital lease amounts included in plant, property and equipment are as follows: 

Iars in millions) 

t December 31, 

7 

6 

Capital leases 

329 

359 

[Accumulated amortization 

53 

60 

otal 

176 

199 

(dol 

200 

200 

$ 

$ 

I I 
(1 

) 

$ 

$ 

The aggregate minimum rental commitments under noncancelable leases for the periods shown at December 31, 
2007, are as follows: 

Ill 
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(dollars in millions) 

ears apital Leases 

008 75 

$ 1,489 

009 3 

010 59 

011 55 

756 

012 38 

497 

hereafter 132 

1,967 

[otal minimum rental commitments I ~22 II 
$ 7,001 

~ess interest and executory costs I low D I 

fresent value of minimum lease payments 1312 II 

~ess current installments 1(46 D I 

~ong-term obligation at December 31, 2007 1$ 266 II 

As of December 31, 2007, the total minimum sublease rentals to be received in the future under noncancelable 
operating and capital subleases were $50 million and $22 million, respectively. 

Debt Maturing Within One Year 

Debt maturing within one year is as follows: 

(dollars in 

millions) 

t December 31, 007 

2006 
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~ong-term debt maturing within one year 

2,564 

4,139 

$ 

lcommercial paper ~90 

3,576 

[otal debt maturing within one year 

2,954 

7,715 

$ 

The weighted average interest rate for our commercial paper at December 31, 2007 and December 31, 2006 was 
4.6% and 5.3%, respectively. 

Capital expenditures (primarily acquisition and construction of network assets) are partially financed, pending 
long-term financing, through bank loans and the issuance of commercial paper payable within 12 months. 

At December 31, 2007, we had approximately $6.2 billion of unused bank lines of credit (including a $6 billion 
three-year committed facility that expires in September 2009 and various other facilities totaling approximately 
$400 million). Certain of these lines of credit contain requirements for the payment of commitment fees. 

Long - Term Debt 

Outstanding long-term debt obligations are as follows: 

(dollars in millions) 

t December 31, terest Rates % aturities 

2006 

INotes payable ~.00- 8.23 12008- 2037 1$ 14,923 

$ 14,805 

[elephone subsidiaries - debentures ~.63 - 7.00 12008- 2033 lto,580 

11,703 

p.15 -7.63 12012- 2032 ~50 
1,275 

p.85 - 8.75 12010- 2031 lt,679 

1,679 

pther subsidiaries - debentures and other ~.46- 8.75 12008-2028 ~,450 
2,977 

II 

II 

II 

II 

II 

I I 

I I 

I I 
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~mployee stock ownership plan loans - NYNEX debentuges ~010 
70 92 

lcapitallease obligations (average rate 6.8% and 8.0%) I ~12 
360 

~namortized discount, net of premium 1(97 

(106 

[otallong-term debt, including current maturities ~0,767 
32,785 

~ess: debt maturing within one year 1(2,564 

( 4,139 

[otallong-term debt 1$ 28,203 

$ 28,646 

Notes Payable 

In April2007, Verizon issued $750 million of 5.50% notes due 2017, $750 million of 6.25% notes due 2037, and 
$500 million of floating rate notes due 2009 resulting in cash proceeds of $1,977 million, net of discounts and 
issuance costs. 

II 

II 

~ I 

II 

~ I 

II 

In March 2007, Verizon issued $1,000 million of 13-month floating rate exchangeable notes with an original 
maturity of 2008. These notes are exchangeable periodically at the option of the note holder into similar notes until 
2017. 

In February 2007, Verizon utilized a $425 million floating rate vendor financing facility due 2013. 

In February 2008, we issued $4,000 million of fixed rate notes, with varying maturities, that resulted in cash 
proceeds of $3,953 million, net of discounts and issuance costs. 

Previously, Verizon issued $1,750 million in principal amount at maturity of floating rate notes due August 15, 
2007. On January 8, 2007, we redeemed the remaining $1,580 million principal of the outstanding floating rate 
notes at a redemption price equal to 100% of the principal amount of the notes being redeemed plus accrued and 
unpaid interest through the date of redemption. The total payment on the date of redemption was approximately 
$1,593 million. Approximately $1,600 million of other borrowings were redeemed during 2007. 

Telephone and Other Subsidiary Debt 

During the fourth quarter of 2007, Verizon redeemed previously guaranteed $480 million 7. 0% debentures, Series 
B, issued by Verizon New England Inc. due 2042 at par plus accrued and unpaid interest to the redemption dates. 
During the third quarter of 2007, $150 million Verizon Pennsylvania Inc. 7. 3 7 5% notes matured and were repaid. 
During the second quarter of 2007, $125 million Verizon New England Inc. 7.65% notes and the $225 million 
Verizon South Inc. 6.125% notes matured and were repaid. During the first quarter of 2007, $150 million GTE 
Southwest Inc. 6.23% notes and the $275 million Verizon California Inc. 7.65% notes matured and were repaid. In 
addition, we redeemed $500 million of GTE Corporation 7.90% debentures due February 1, 2027 and $300 million 
Verizon South Inc. 7.0% debentures, Series F, due 2041 at par plus accrued and unpaid interest to the redemption 
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dates. During the first quarter we recorded pretax charges of $28 million ($18 million after-tax) in connection with 
the early extinguishments of debt. 

During the second quarter of 2006, we redeemed/prepaid several debt issuances, including: Verizon North Inc. 
$200 million 7.625% Series C debentures due May 15, 2026; Verizon Northwest Inc. $175 million 7.875% Series 
B debentures due June 1, 2026; Verizon South Inc. $250 million 7.5% Series D debentures due March 15, 2026; 
Verizon California Inc. $25 million 9.41% Series W first mortgage bonds due 2014; Verizon California Inc. $30 
million 9.44% Series X first mortgage bonds due 2015; Verizon Northwest Inc. $3 million 9.67% Series HH first 
mortgage bonds due 2010 and Contel of the South Inc. $14 million 8.159% Series GG first mortgage bonds due 
2018. The gain/(loss) from these retirements was immaterial. 

During the third quarter of 2005, we redeemed Verizon New England Inc. $250 million 6.875% debentures due 
October 1, 2023 resulting in a pretax charge of $10 million ($6 million after-tax) in connection with the early 
extinguishment of the debt. 

Redemption of Debt Assumed in Merger 

On January 17, 2006, Verizon announced offers to purchase two series ofMCI senior notes, MCI $1,983 million 
aggregate principal amount of 6.688% Senior Notes Due 2009 and MCI $1,699 million aggregate principal 
amount of 7. 73 5% Senior Notes Due 2014, at 101% of their par value. Due to the change in control of MCI that 
occurred in connection with the merger with Verizon on January 6, 2006, Verizon was required to make this offer 
to noteholders within 30 days of the closing of the merger. Noteholders tendered $165 million of the 6.688% 
Senior Notes. Separately, Verizon notified noteholders that MCI was exercising its right to redeem both series of 
Senior Notes prior to maturity under the optional redemption procedures provided in the indentures. The 6.688% 
Notes were redeemed on March 1, 2006, and the 7.735% Notes were redeemed on February 16, 2006. 

In addition, on January 20, 2006, Verizon announced an offer to repurchase MCI $1,983 million aggregate 
principal amount of 5.908% Senior Notes Due 2007 at 101% of their par value. On February 21, 2006, $1,804 
million of these notes were redeemed by Verizon. Verizon satisfied and discharged the indenture governing this 
series of notes shortly after the close of the offer for those noteholders who did not accept this offer. 

We recorded pretax charges of $26 million ($16 million after-tax) during the first quarter of 2006 resulting from 
the extinguishment of the debt assumed in connection with the completion of this merger. 

Zero-Coupon Convertible Notes 

The previously issued $5.4 billion zero-coupon convertible notes due 2021, which resulted in gross proceeds of 
approximately $3 billion, were redeemable at the option of the holders on May 15th in each of the years 2004, 
2006, 2011 and 2016. On May 15, 2004, $3,292 million of principal amount of the notes ($1,984 million after 
unamortized discount) were redeemed. On May 15, 2006, we redeemed the remaining $1,375 million accreted 
principal of the remaining outstanding zero-coupon convertible principal. The total payment on the date of 
redemption was $1,377 million. 

Guarantees 

Verizon Global Funding had guaranteed the debt obligations of GTE Corporation (but not the debt of its subsidiary 
or affiliate companies) that were issued and outstanding prior to July 1, 2003. Verizon assumed this guarantee in 
connection with the 2006 merger ofVerizon Global Funding into Verizon. As ofDecember 31, 2007, $2,450 
million principal amount of these obligations remained outstanding. 

Verizon and NYNEX Corporation are the joint and several co-obligors of the 20-Year 9.55% Debentures due 2010 
previously issued by NYNEX on March 26, 1990. As of December 31, 2007, $70 million principal amount of this 
obligation remained outstanding. NYNEX and GTE no longer issue public debt or file SEC reports. 
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Debt Covenants 

We and our consolidated subsidiaries are in compliance with all of our debt covenants. 

Maturities of Long-Term Debt 

Maturities of long-term debt outstanding at December 31, 2007 are as follows: 

ears 

liars in million) 

008 

2,564 

009 

966 

010 

908 

011 

671 

012 

291 

hereafter 

5,367 

~ote12 
inancial Instruments 

Derivatives 

The ongoing effect of SF AS No. 133 and related amendments and interpretations on our consolidated financial 
statements will be determined each period by several factors, including the specific hedging instruments in place 
and their relationships to hedged items, as well as market conditions at the end of each period. 

Interest Rate Risk Management 

(do 

$ 

2, 

2, 

2, 

4, 

1 

We have entered into domestic interest rate swaps to achieve a targeted mix of fixed and variable rate debt, where 
we principally receive fixed rates and pay variable rates based on LIBOR. These swaps hedge against changes in 
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the fair value of our debt portfolio. We record the interest rate swaps at fair value in our balance sheet as assets and 
liabilities and adjust debt for the change in its fair value due to changes in interest rates. 

We also enter into interest rate derivatives to limit our exposure to interest rate changes. In accordance with the 
provisions of SFAS No. 133, changes in fair value of these cash flow hedges due to interest rate fluctuations are 
recognized in Accumulated Other Comprehensive Loss. Amounts recorded to Other Comprehensive Income 
related to these interest rate cash flow hedges for the years ended December 31, 2007, 2006 and 2005 were not 
material. 

Net Investment Hedges 

During 2007, we entered into foreign currency forward contracts to hedge a portion of our net investment in 
Vodafone Omnitel. Changes in fair value of these contracts due to Euro exchange rate fluctuations are recognized 
in Accumulated Other Comprehensive Loss and partially offset the impact of foreign currency changes on the 
value of our net investment. As of December 31, 2007, Accumulated Other Comprehensive Loss includes 
unrecognized losses of approximately $57 million ($37 million after-tax) related to these hedge contracts, which 
along with the unrealized foreign currency translation balance on the investment hedged, remain in Accumulated 
Other Comprehensive Loss until the investment is sold. 

During 2005, we entered into zero cost Euro collars to hedge a portion of our net investment in Vodafone Omnitel. 
During 2005, our positions in the zero cost euro collars were settled. As of December 31, 2007 and 2006, 
Accumulated Other Comprehensive Loss includes unrecognized gains of $2 million in each year related to these 
hedge contracts, which along with the unrealized foreign currency translation balance of the investment hedged, 
remain in Accumulated Other Comprehensive Loss until the investment is sold. 

Other Derivatives 

On May 17, 2005, we purchased 43.4 million shares ofMCI common stock under a stock purchase agreement that 
contained a provision for the payment of an additional cash amount determined immediately prior to April 9, 2006 
based on the market price ofVerizon's common stock. Under SFAS No. 133, this additional cash payment was an 
embedded derivative which we carried at fair value and was subject to changes in the market price of Verizon 
stock. Since this derivative did not qualify for hedge accounting under SFAS No. 133, changes in its fair value 
were recorded in the consolidated statements of income in Other Income and (Expense), Net. As ofDecember 31, 
2006, this embedded derivative expired with no requirement for an additional cash payment to be made under the 
stock purchase agreement. During 2006 and 2005, we recorded pretax income of $4 million and $57 million, 
respectively, in connection with this embedded derivative. 

Concentrations of Credit Risk 

Financial instruments that subject us to concentrations of credit risk consist primarily of temporary cash 
investments, short-term and long-term investments, trade receivables, certain notes receivable, including lease 
receivables, and derivative contracts. Our policy is to deposit our temporary cash investments with major financial 
institutions. Counterparties to our derivative contracts are also major financial institutions. The financial 
institutions have all been accorded high ratings by primary rating agencies. We limit the dollar amount of 
contracts entered into with any one financial institution and monitor our counterparties' credit ratings. We 
generally do not give or receive collateral on swap agreements due to our credit rating and those of our 
counterparties. While we may be exposed to credit losses due to the nonperformance of our counterparties, we 
consider the risk remote and do not expect the settlement of these transactions to have a material effect on our 
results of operations or financial condition. 

Fair Values of Financial Instruments 

The tables that follow provide additional information about our significant financial instruments: 
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Financial Instrument Valuation Method 
Cash and cash equivalents and short -term investments Carrying amounts 

Short- and long-term debt (excluding capital leases) ~arket quotes for similar terms and 

maturities or future cash flows discounted at current rates 

Cost investments in unconsolidated businesses, derivative assets and lia il ties and notes receivable 

Future cash flows discounted at current 

rates, market quotes for similar instruments or other valuation models 

t December 31, 

2006 

lcan-ying Amou~t 
Value Carrying Amount 

Value 

!short- and long-term debt 1$ 30,845 1$ 32,380 

$ 36,000 $ 37,165 

lcost investments in unconsolidated businesses I 1315 ~15 
270 270 

!short- and long-term derivative assets I 161 ~1 
31 31 

!short- and long-term derivative liabilities I 157 I ~7 
10 10 

~ote 13 
lEarnings Per Share and Shareowners' Investment 

Earnings Per Share 

The following table is a reconciliation of the numerators and denominators used in computing earnings per 
common share: 

Fair 

I I 

I I 

I I 

I I 

dollars and shares in millions, except per share 

amounts) 

~ears Ended December 31, ~007 

I I 

I I 

I I 

I I 

I I 
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2005 

OCncome Before Discontinued Operations, Extraordinary Item and Cumqlat!ve :Ejffect of Acc9untihg Qhange 
$ 5,510 $ 5,480 

$ 6,027 

[After-tax minority interest expense related to exchangeable equity interest I 1- ~0 
32 

[After-tax interest expense related to zero-coupon convertible notes 1- In 
28 

OCncome Before Discontinued Operations, Extraordinary Item and Cumqlat!ve :Ejffect of Acc9untihg Qhange -
after assumed conversion of dilutive securities $ 5,510 $ 5,5ll 

$ 6,087 

eighted-average shares outstanding - basic 

~ffect of dilutive securities: 

lstock options 14 II 
5 

~xchangeable equity interest 1- l1s 
29 

~ero-coupon convertible notes 1- r 
17 

~eighted-average shares outstanding- diluted 12,902 ~,938 

s Per Common Share from Income Before Discontinued 0 
Cumulative Effect of Accounting Change 

~asic 1$ 1.90 1$ 
$ 2.18 

piluted 1$ 1.90 1$ 
$ 2.16 

Certain outstanding options to purchase shares were not included in the computation of diluted earnings per 
common share because they were not dilutive, including approximately 170 million weighted-average shares 
during 2007, 228 million weighted-average shares during 2006 and 250 million shares during 2005. 

The zero-coupon convertible notes were retired on May 15, 2006 and the exchangeable equity interest was 
converted on August 15, 2006 by issuing 29.5 million Verizon shares (see Notes 7 and ll). 

Shareowners' Investment 

1.88 

1.88 

Our certificate of incorporation provides authority for the issuance of up to 250 million shares of Series Preferred 
Stock, $.10 par value, in one or more series, with such designations, preferences, rights, qualifications, limitations 
and restrictions as the Board of Directors may determine. 

We are authorized to issue up to 4.25 billion shares of common stock. 
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On February 7, 2008, the Board of Directors replaced the prior share buy back program with a new program for the 
repurchase of up to 100 million shares ofVerizon common stock through the earlier of February 28, 2011 or when 
the total number of shares repurchased under the new buy back program aggregates to 100 million. 

During 2007, 2006 and 2005, we repurchased approximately 68 million, 50 million and 7.9 million common 
shares under programs previously authorized by the Board of Directors. 

~ote 14 

Refer to Note 1 for a discussion of the adoption of SFAS No. 123(R), which was effective January 1, 2006. 

Verizon Communications Long Term Incentive Plan 

The Verizon Communications Long Term Incentive Plan (the Plan), permits the granting ofnonqualified stock 
options, incentive stock options, restricted stock, restricted stock units, performance shares, performance share 
units and other awards. The maximum number of shares for awards is 207 million. 

Restricted Stock Units 

The Plan provides for grants of restricted stock units (RSU s) that generally vest at the end of the third year after 
the grant. The RSUs are classified as liability awards because the RSUs will be paid in cash upon vesting. The RSU 
award liability is measured at its fair value at the end of each reporting period and, therefore, will fluctuate based 
on the performance ofVerizon's stock. Dividend equivalent units are also paid to participants at the time the RSU 
award is paid. 

The following table summarizes Verizon's Restricted Stock Unit activity: 

r shares in thousands) ~estricted Stock 

Units Weighted-

Average Grant-Date Fair Value 

putstanding, January 1, 2005 1525 
$ 36.75 

Granted ,410 

36.06 

lcancelled/Forfeited 1(66 

36.07 

putstanding, December 31, 2005 ~,869 
36.12 

Granted 

31.88 

lcancelled/Forfeited bn 
35.01 

putstanding, December 31, 2006 115,593 

II 

II 

II 

II 

II 

II 
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33.67 

!Granted ~,779 
37.59 

fayments 1(602 ) 

36.75 

!cancelled/Forfeited 1(197 ) 

34.81 

putstanding, December 31, 2007 ~1,573 
34.80 

Performance Share Units 

The Plan also provides for grants of performance share units (PSUs) that generally vest at the end of the third year 
after the grant. The Human Resources Committee of the Board of Directors determines the number ofPSUs a 
participant earns based on Verizon's Total Shareholder Return (TSR), as defined in the Plan, for a three-year 
performance cycle relative to the total shareholder returns of: the companies in the industry peer group (60% 
weight); and the companies in the Standard & Poor's (S&P) 500 index (40% weight). All payments are subject to 
approval by the Human Resources Committee. The PSUs are classified as liability awards because the PSU awards 
are paid in cash upon vesting. The PSU award liability is measured at its fair value at the end of each reporting 
period and, therefore, will fluctuate based on the price ofVerizon's stock as well as Verizon's TSR relative to the 
peer group's TSR and the S&P 500 TSR. Dividend equivalent units are also paid to participants at the time that 
the PSU award is determined and paid, and in the same proportion as the PSU award. 

The following table summarizes Verizon's Performance Share Unit activity: 

shares in thousands) erformance Share 

Units 

Weighted-Average Grant-Date 

Fair Value 

putstanding, January 1, 2005 110,079 

$ 37.50 

Granted 9,300 

36.13 

!cancelled/Forfeited I 1(288 

36.91 

putstanding, December 31, 2005 I 119,091 

36.84 

!Granted I 114,166 

32.05 

fayments I jc3,607 

II 

II 

II 

II 

II 

II 

II 

II 

II 
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38.54 

!cancelled/Forfeited I b,227 

37.25 

putstanding, December 31, 2006 I ~8,423 

34.22 

!Granted I lto,371 

37.59 

fayments I 1(5,759 

) 

36.75 

!cancelled/Forfeited I 1(900 
) 

36.18 

putstanding, December 31, 2007 I ~2,135 

34.80 

As of December 31, 2007, unrecognized compensation expense related to the unvested portion of Verizon' s RSU s 
and PSUs was approximately $439 million and is expected to be recognized over a weighted-average period of 
approximately two years. 

Verizon Wireless's Long-Term Incentive Plan 

The 2000 Verizon Wireless Long-Term Incentive Plan (the Wireless Plan) provides compensation opportunities to 
eligible employees and other participating affiliates ofVerizon Wireless (the Partnership). The Wireless Plan 
provides rewards that are tied to the long-term performance of the Partnership. Under the Wireless Plan, Value 
Appreciation Rights (V ARs) were granted to eligible employees. The aggregate number of V ARs that may be 
issued under the Wireless Plan is approximately 343 million. 

V ARs reflect the change in the value of the Partnership, as defined in the Wireless Plan, similar to stock options. 
Once V ARs become vested, employees can exercise their V ARs and receive a payment that is equal to the 
difference between the V AR price on the date of grant and the V AR price on the date of exercise, less applicable 
taxes. V ARs are fully exercisable three years from the date of grant with a maximum term of 10 years. All V ARs 
are granted at a price equal to the estimated fair value of the Partnership, as defined in the Wireless Plan, at the 
date of the grant. 

With the adoption of SF AS No. 123(R), the Partnership began estimating the fair value of V ARs granted using a 
Black-Scholes option valuation model. The following table summarizes the assumptions used in the model during 
2007: 

Ranges 

Risk-free rate 3.2%-5.1% 

Expected term (in years) 0.9- 3.4 

Expected volatility 18.1%-23.4% 

II 

II 

II 

II 

II 

II 
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~xpected dividend yield n/a 

The risk-free rate is based on the U.S. Treasury yield curve in effect at the time of the measurement date. The 
expected term of the V ARs granted was estimated using a combination of the simplified method as prescribed in 
Staff Accounting Bulletin (SAB) No. 107, "Share Based Payments," (SAB No. 107) historical experience, and 
management judgment. Expected volatility was based on a blend of the historical and implied volatility of publicly 
traded peer companies for a period equal to the V ARs expected life, ending on the measurement date, and 
calculated on a monthly basis. 

The following table summarizes the Value Appreciation Rights activity: 

r shares in thousands) ~ARs 

Weighted-

Average Grant-Date Fair Value 

putstanding rights, January 1, 2005 

160,661 

$ 15.63 

Granted 

14.85 

xercised 

(47,964 

) 

12.27 

lcancelled/Forfeited b,784 

15.17 

putstanding rights, December 31, 2005 

108,923 

17.12 

~xercised 1(7,448 

13.00 

lcancelled/Forfeited 1(7,008 

I I 

II 

II 

II 

II 

II 

II 
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23.25 

putstanding rights, December 31, 2006 194,467 

16.99 

xercised 

(30,848 

) 

15.07 

lcancelled/Forfeited j(3,207 

) 

24.55 

putstanding rights, December 31, 2007 ~0,412 

17.58 

As of December 31, 2007, all V ARs were fully vested. 

Stock-Based Compensation Expense 

After-tax compensation expense for stock-based compensation related to RSUs, PSUs, and V ARs described above 
included in net income as reported was $750 million, $535 million and $359 million for 2007, 2006 and 2005, 
respectively. 

Stock Options 

The Verizon Long Term Incentive Plan provides for grants of stock options to employees at an option price per 
share of 100% of the fair market value of Verizon Stock on the date of grant. Each grant has a 10 year life, vesting 
equally over a three year period, starting at the date of the grant. We have not granted new stock options since 
2004. 

The following table summarizes Verizon's stock option activity: 

shares in thousands) 

Stock 

Options 

Weighted 

Average Exercise Price 

putstanding, January 1, 2005 

280,88 

II 

II 

II 

II 
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9 

$ 

46.18 

xercised 

(1,133 

) 

28.73 

lcancelled/Forfeited II 
(19,996 

) 

49.62 

putstanding, December 31, 2005 II 
259,76 

0 

46.01 

xercised 

(3,371 

) 

32.12 

lcancelled/Forfeited II 
(27,025 

) 

43.72 

putstanding, December 31, 2006 II 
229,36 

4 

46.48 

xercised 

(33,079 

) 

38.50 

lcancelled/Forfeited II 
(21,422 

) 

48.26 

pptions outstanding, December 31, 2007 II 
174,86 
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3 

47.78 

pptions exercisable, December 31, 

005 

244,42 

4 

46.64 

006 

225,06 

7 

46.69 

007 

174,83 

8 

47.78 

The following table summarizes information about Verizon's stock options outstanding as ofDecember 31, 2007: 

Stock Options 

Outstanding 

ange of Exercise Prices Shares (in thousands) eighted-

Average Remaining Life Weighted-Average Exercise Price 

1$ 20.00- 29.99 ~7 I ~.7 years 

$ 27.68 

30.00- 39.99 ~0,671 15.5 

36.45 

40.00- 49.99 p6,518 ~.9 
44.06 

50.00- 59.99 p7,183 ~.1 
54.43 

60.00- 69.99 ~64 11.8 
60.74 

[otal 1174,863 ~.9 
47.78 

The total intrinsic value was approximately $223 million for stock options outstanding as of December 31, 2007. 
The total intrinsic value for stock options exercised was $14 7 million, $10 million and $6 million, during 2007, 
2006 and 2005, respectively. 

II 
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The amount of cash received from the exercise of stock options was approximately $1,274 million, $101 million 
and $34 million for 2007, 2006 and 2005, respectively. The related tax benefits were not material. 

The after-tax compensation expense for stock options was not material in 2007, and was $28 million and $53 
million for 2006 and 2005, respectively. 

~ote 15 

We maintain non-contributory defined benefit pension plans for many of our employees. In addition, we maintain 
postretirement health care and life insurance plans for our retirees and their dependents, which are both 
contributory and non-contributory and include a limit on the Company's share of cost for certain recent and future 
retirees. We also sponsor defined contribution savings plans to provide opportunities for eligible employees to save 
for retirement on a tax-deferred basis. We use a measurement date of December 31 for our pension and 
postretirement health care and life insurance plans. 

Refer to Note 1 for a discussion of the adoption of SFAS No. 158, which was effective December 31, 2006. 

Pension and Other Postretirement Benefits 

Pension and other postretirement benefits for many of our employees are subject to collective bargaining 
agreements. Modifications in benefits have been bargained from time to time, and we may also periodically amend 
the benefits in the management plans. 

As of June 30, 2006, Verizon management employees no longer earned pension benefits or earned service towards 
the company retiree medical subsidy. In addition, new management employees hired after December 31, 2005 are 
not eligible for pension benefits and managers with less than 13.5 years of service as of June 30, 2006 are not 
eligible for company-subsidized retiree healthcare or retiree life insurance benefits. Beginning July 1, 2006, 
management employees receive an increased company match on their savings plan contributions. 

The following tables summarize benefit costs, as well as the benefit obligations, plan assets, funded status and rate 
assumptions associated with pension and postretirement health care and life insurance benefit plans: 

Obligations and Funded Status 

roll~rs in millions) 

ensmn II health 

Care and Life 

bt December 31, ~007 I I poo6 1 1 ~007 
2006 

!change in Benefit Obligations I I Ill Ill 

~eginning of year I 1$ 34,159 Ill$ 35,540 Ill$ 
27,330 $ 26,783 

!service cost ~42 llls81 II ~s4 

Ill 

Ill 

Ill 

Ill 
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356 
~nterest cost 11,975 1111,995 1111,592 Ill 

1,499 
flan amendments I t I II- I I t Ill 

50 
[Actuarial (gain) loss, net I 1123 IIIC282 D 11(409 Ill 

) 152 
~enefits paid I 1(4,204 D llc2,762 D II Ill 

(1,561 ) (1,564 ) 

[ermination benefits I t II ~7 I I t Ill 
14 

[Acquisitions and divestitures, net I t II ~77 I I t Ill 
40 

!settlements I t II b,437 D I t Ill 

~nd of year I 1$ 32,495 Ill$ 34,159 Ill$ Ill 
27,306 $ 27,330 

!change in Plan Assets I I Ill Ill Ill 

~eginning of year 1$ 41,509 Ill$ 39,227 Ill$ Ill 
4,303 $ 4,275 
fActual return on plan assets ~,591 llls,536 II ~s2 Ill 

493 
!company contributions 1737 111568 1111,048 Ill 

1,099 
~enefits paid 1(4,204 D llc2,762 D II Ill 

(1,561 ) (1,564 ) 

!settlements I t 1 b,437 D I t Ill 

[Acquisitions and divestitures, net I ~6 11377 I I t Ill 

~nd of year I 1$ 42,659 II$ 41,509 Ill$ Ill 
4,142 4,303 

~unded Status I I Ill Ill Ill 

~nd of year I 1$ 10,164 Ill$ 7,350 Ill$ Ill 
(23,164 ) $ (23,027 
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dollars in millions) 

fension II health Care and Life 

bt December 31, ~007 II poo6 II ~007 
2006 

fAmounts recognized on the balance sheet I I II I II I 

!Noncurrent assets 1$ 13,745 II 1$ 12,058 II 1$ 
$ 

!current liabilities 1(130 ~ I 1- II 1(360 

) 

!Noncurrent liabilities I j{3,451 ~ I lc 4, 708 ~ I 1(22,804 

) (23,027 ) 

tTotal 1 1$ 10,164 1 1 1$ 7,35o II 1$ (23,164 

) $ (23,027 ) 

fAmounts recognized in Accumulated Other Collip~ehensive Loss (P~ett~x) II I 

[Actuarial loss, net 13 I I 1$ 1,428 II 1$ 6,040 

$ 6,799 

frior service cost II 1975 II ~,636 

[otal II 1$ 2,403 II 1$ 9,676 

$ 10,828 

Changes in benefit obligations were caused by factors including changes in actuarial assumptions and settlements. 

The accumulated benefit obligation for all defined benefit pension plans was $31,343 million and $32,724 million 
at December 31, 2007 and 2006, respectively. 

Information for pension plans with an accumulated benefit obligation in excess of plan assets follows: 

(dollars in 

millions) 

t December 31, 

2006 

frojected benefit obligation 1$ 11,001 

$ 11,495 

[Accumulated benefit obligation lto,606 

11,072 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 

II I 
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fair value of plan assets ~,868 
8,288 

Net Periodic Cost 

The following table displays the details of net periodic pension and other postretirement costs: 

(dollars in millions) 

ension 

Health Care and Life 

ears Ended December 31, 007 006 005 007 006 

2005 

!service cost I 1$ 442 Ill$ 581 Ill$ 675 Ill$ 354 Ill$ 356 
$ 358 

~nterest cost I 11,975 1111,995 1111,959 1111,592 1111,499 
1,467 

~xpected return on pl~nl assets ll(j,175 ~I b,173 ~I b,231 ~I b17 
) (328 ) (349 ) 

[Amortization of prior I service cost I ~~ II ~4 11142 II ~n 
360 290 

[Actuarial loss, net I ~8 111182 111124 111316 II ~9o 
258 

INet periodic benefit dnqome) cost 11(§17 ~I b71 ~ 11(431 ~I ~,337 
2,177 2,024 

[ermination benefits I t II ~7 I ll11 I II- 11114 
1 

!settlement loss I t 11156 1118o I II- I II-

!curtailment (gain) loeys ind other, net I t I I 1-1 114~6 II t 
(332 ) 

!subtotal I t 111103 111527 I II- 11114 
(331 ) 

[otal (income) cost I 1$ (617 ~II$ (268 ~II$ 96 Ill$ 2,337 Ill$ 2,191 
$ 1,693 

In 2005, as a result of changes in management retiree benefits, we recorded pretax expense of $430 million for 
pension curtailments and pretax income of $332 million for retiree medical curtailments (see Note 3 for additional 
information). 

Termination benefits and settlement and curtailment losses of $94 million pertaining to the sale of Hawaii 
operations in 2005 were recorded in the consolidated statements of income in Sales of Businesses, Net. 

Other changes in plan assets and benefit obligations recognized in other comprehensive income in 2007 are as 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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follows: 

roll~rs in millions) 

ensmn I I 
Health Care and Life 

bt December 31, I I poo6 I I 
2007 2006 

!other changes in plan assets and benefit obligations recognized in other cqmprehensive incp!}~ (Pre-tax) I 

fActuarial (gain), net I 1$ (1,317 ~II$ I 1$ 
(444 ) $ 
!Reversal of amortization items: I I Ill I I 

frior service cost I 1(43 ~ II- I I 
(392 ) -

fActuarialloss, net I j(98 ~ I 1- I I 
(316 ) -

!Total recognized in other comprehensive income I 1$ (1,458 ~II$ I 1$ 
(1,152 ) $ 

The estimated net loss and prior service cost for the defined benefit pension plans that will be amortized from 
Accumulated Other Comprehensive Loss into net periodic benefit cost over the next fiscal year are $39 million and 
$54 million, respectively. The estimated net loss and prior service cost for the defined benefit postretirement plans 
that will be amortized from Accumulated Other Comprehensive Loss into net periodic benefit cost over the next 
fiscal year are $268 million and $397 million, respectively. 

Additional Information 

As a result of the adoption of SFAS No. 158 in 2006, we no longer record an additional minimum pension liability. 
In prior years, as a result of changes in interest rates and changes in investment returns, an adjustment to the 
additional minimum pension liability was required for a number of plans, as indicated below. The adjustment in 
the liability was recorded as a charge or (credit) to Accumulated Other Comprehensive Loss, net of tax, in 
shareowners' investment in the consolidated balance sheets. The Additional Minimum Pension Liability at 
December 31, 2006, was reduced by $809 million, ($526 million after-tax) based on the final measurement just 
prior to the adoption of SF AS No. 158. The remaining $396 million, ($262 million after-tax), was reversed as a 
result of the adoption of SFAS No. 158. 

(dollars in millions) 

~ears Ended December 31, 
1 ~007 I I 
2006 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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2005 

~ncrease (decrease) in minimum liability included in other comprehensive income, net of tax 

(526 

(51 

Assumptions 

$ 

The weighted-average assumptions used in determining benefit obligations follow: 

ension 

Health Care and Life 

bt December 31, ~007 1 1 poo6 I I 

2007 2006 

piscount rate ~.so IOJ I II 

6.00 % 

6.50 % 

6.00 % 

~ate of future increases in compensation ~.oo I I ~.oo I I 
4.00 4.00 

The weighted-average assumptions used in determining net periodic cost follow: 

ension 

Health Care and Life 

~ears Ended December 31, ~007 II ~006 II ~005 II 
2007 2006 2005 

piscount rate 16.oo I~ I lsi7~ rJ 
5.75 % 6.00 % 

5.75 % 5.75 % 

~xpected return on plan assets I ls.so II ls.so II ls.so II 
8.25 8.25 7.75 

~ate of compensation increase I 14.oo II ~.oo II ls.oo II 

4.00 4.00 4.00 

In order to project the long-term target investment return for the total portfolio, estimates are prepared for the total 
return of each major asset class over the subsequent 10-year period, or longer. Those estimates are based on a 
combination of factors including the following: current market interest rates and valuation levels, consensus 
earnings expectations, historical long-term risk premiums and value-added. To determine the aggregate return for 
the pension trust, the projected return of each individual asset class is then weighted according to the allocation to 
that investment area in the trust's long-term asset allocation policy. 

The assumed Health Care Cost Trend Rates follow: 

Ill 

I II I II 

I II I II 

I II I II 

I II I II 
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ealth 

Care and Life 

bt December 31, ~007 II I II 

2006 

2005 

kealth care cost trend rate assumed for next year I I II I II 
10.00 

% 

10.00 

% 

10.00 

% 

~ate to which cost trend rate gradually declines ~.00 II I II 

5.00 

5.00 

[Year the rate reaches level it is assumed to remain thereafter ~013 II I II 

2011 

2010 

A one-percentage-point change in the assumed health care cost trend rate would have the following effects: 

(dollars 

in millions) 

ne-Percentage-Point 

Increase 

Decreas 
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e 

~ffect on 2007 service and interest cost 

295 

(234 

~ffect on postretirement benefit obligation as of December 31, 2007 

Plan Assets 

Pension Plans 

The weighted-average asset allocations for the pension plans by asset category follow: 

At December 31, 2007 2006 

Asset Category 

Equity securities 59 % 63 % 

Debt securities 18 16 

Real estate 6 4 

Other 17 17 

Total 100 % 100 % 

I 1$ 
$ 

) 

I I 

3,038 

(2,512 

) 

Equity securities include Verizon common stock of $127 million and $95 million at December 31, 2007 and 2006, 
respectively. Other assets include cash and cash equivalents (primarily held for the payment of benefits), private 
equity and investments in absolute return strategies. 

Health Care and Life Plans 

The weighted-average asset allocations for the other postretirement benefit plans by asset category follow: 

At December 31, 2007 2006 

Asset Category 

Equity securities 74 % 72 % 

Debt securities 21 21 

Other 5 7 

Total 100 % 100 % 

There was no Verizon common stock held at the end of 2007 and 2006 in the health care and life plans. 

This portfolio strategy emphasizes a long-term equity orientation, significant global diversification, the use of both 
public and private investments and professional financial and operational risk controls. Assets are allocated 
according to a long-term policy neutral position and held within a relatively narrow and pre-determined range. 
Both active and passive management approaches are used depending on perceived market efficiencies and various 
other factors. 

I I 

I I 
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Cash Flows 

In 2007, we contributed $612 million to our qualified pension plans, $125 million to our nonqualified pension 
plans and $1,048 million to our other postretirement benefit plans. We estimate required qualified pension plan 
contributions for 2008 to be approximately $350 million. We also anticipate $130 million in contributions to our 
non-qualified pension plans and $1,580 million to our other postretirement benefit plans in 2008. 

Estimated Future Benefit Payments 

The benefit payments to retirees, which reflect expected future service, are expected to be paid as follows: 

(dollars in millions) 

ension Benefits 

Medicare Prescription Drug Subsidy Expected Medicare Prescription Drug Subsidy 

~008 1$ 4,422 I 1$ 1,925 

$ 88 

~009 13,665 ~,036 
99 

~010 ~,944 ~,131 
110 

~011 ~,921 ~,205 
120 

~012 ~,864 ~,212 
133 

~013- 2017 113,926 111,045 

838 

Savings Plan and Employee Stock Ownership Plans 

We maintain four leveraged employee stock ownership plans (ESOP). Only one plan currently has unallocated 
shares. We match a certain percentage of eligible employee contributions to the savings plans with shares of our 
common stock from this ESOP. At December 31, 2007, the number of unallocated and allocated shares of common 
stock in this ESOP were 4 million and 77 million, respectively. All leveraged ESOP shares are included in 
earnings per share computations. 

Total savings plan costs were $712 million, $669 million, and $499 million in 2007, 2006 and 2005, respectively. 

Severance Benefits 

The following table provides an analysis of our severance liability recorded in accordance with SF AS No. 112, 
Employers' Accounting for Postemployment Benefits (SF AS No. 112): 

GTEOSI00004676 



dollars in millions) 

ear eginning of Year barged to Expense 

Other End of Year 

~005 I 1$ 753 1$ 99 1$ (251 D I 
$ (5) $ 596 

~006 I 1596 1343 j(383 D I 
88 644 

~007 I ~44 1743 1(363 D I 
1,024 

The remaining severance liability is actuarially determined. The 2007 expense includes charges for the involuntary 
separation of approximately 9,000 employees, including approximately 4,000 during the fourth quarter of 2007 and 
5,000 expected during 2008. In addition, the expense includes costs associated with higher assumed attrition 
beyond 2008. The 2006 expense includes charges for the involuntary separation of 4,100 employees (see Note 3). 

The components of Income Before Provision for Income Taxes, Discontinued Operations, Extraordinary Item and 
Cumulative Effect of Accounting Change are as follows: 

dollars in millions) 

ears Ended December 31, 

pomestic 

oreign 

The components of the provision for income taxes from continuing operations are as follows: 

dollars in millions) 

ears Ended December 31, 

2006 

2005 

2006 

2005 

1 1$ 8,so8 1 1 
$ 7,000 

$ 7,707 

1,154 

$ 8,448 

II 

II 

II 

I I 
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Current 

federal I 1$ 2,568 II 1$ 
2,364 $ 
2,772 

oreign 

141 

81 

lstate and local I ~45 II I 
421 

661 

eferred 

ederal 

oreign 

lstate and local ~I I 
(191 

) 

(1,086 ) 

~nvestment tax credits I 1(7 ~I I 
(7) (7) 

[otal income tax expense I 1$ 3,982 II 1$ 
2,674 $ 
2,421 

The following table shows the principal reasons for the difference between the effective income tax rate and the 
statutory federal income tax rate: 

~ears Ended December 31, I I 
2007 

II I 

II I 

II I 

II I 

II I 

II I II 
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2006 

2005 

!statutory federal income tax rate I I II I II 
35. 

0 % 

35. 

0 % 

35. 

0 % 

~istributions from foreign investments I I II I II 
5.9 

2.0 

Is tate and local income tax, net of federal tax benefits I I II I II 
3.4 

1.8 

3.6 

[ax benefits from investment losses I I II I II 
(0.8 

) 

(0.9 

) 

(4.5 

) 

~quity in earnings from unconsolidated businesses I I II I II 
(2.3 

) 

(3.8 

) 

ther, net 
0.8 

0.7 
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(3.9 

) 

~ffective income tax rate I I 
42. 

0 % 

32. 

8 % 

28. 

7 % 

The effective income tax rate is the provision for income taxes as a percentage of income from continuing 
operations before the provision for income taxes. The effective income tax rate in 2007 compared to 2006 was 
higher primarily due to recording $610 million of foreign and domestic taxes and expenses specifically relating to 
our share ofVodafone Omnitel's distributable earnings. Verizon received a net distribution from Vodafone 
Omnitel in December 2007 of approximately $2.1 billion and anticipates that it may receive an additional 
distribution from Vodafone Omnitel within the next twelve months. The 2007 rate was also increased due to 
higher state taxes in 2007 as compared to 2006, as well as greater benefits from foreign operations in 2006 
compared to 2007. These increases were partially offset by lower expenses recorded for unrecognized tax benefits 
in 2007 as compared to 2006. 

Our effective income tax rate in 2006 was higher than 2005 primarily as a result of favorable tax settlements and 
the recognition of capital loss carry forwards in 2005. These increases were partially offset by tax benefits from 
foreign operations and lower state taxes in 2006 compared to 2005. 

Deferred taxes arise because of differences in the book and tax bases of certain assets and liabilities. Significant 
components of deferred tax are shown in the following table: 

dollars in millions) 

t December 31, 007 

2006 

~mployee benefits 1$ 
7,067 

$ 7,788 

[ax loss carry forwards ~,868 

2,994 

~ncollectible accounts receivable ~00 

455 

II I II 

II I 

II I 

II I 
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pther - assets ~22 II I 

903 

10,757 

12,140 

K'aluation allowance I 1(2,671 II I 
) 

(2,600 

) 

peferred tax assets I ~,086 II I 

9,540 

former MCI intercompany accounts receivable basis difference I 11,977 II I 

2,003 

pepreciation I 17,045 II I 

7,617 

~easing activity I ~,307 II I 

2,674 

K\lireless joint venture including wireless licenses I 111,634 II I 

12,177 

pther - liabilities I ~49 II I 

2,493 

peferred tax liabilities I ~3,312 II I 

26,964 

INet deferred tax liability I 1$ II I 
15,226 

$ 17,424 
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Employee benefits deferred tax assets include $4,929 million and $5,590 million at December 31, 2007 and 2006, 
respectively, recognized in accordance with SFAS No. 158 (see Notes 1 and 15). 

At December 31, 2007, undistributed earnings of our foreign subsidiaries indefinitely invested outside of the 
United States amounted to approximately $900 million. We have not provided deferred taxes on these earnings 
because we intend that they will remain indefinitely invested outside of the United States. Determination of the 
amount of unrecognized deferred taxes related to these undistributed earnings is not practical. 

At December 31, 2007, we had net operating loss carry forwards for income tax purposes of approximately $3,600 
million, expiring through 2026 in various foreign, state and local jurisdictions. The amount of tax loss carry 
forwards reflected as a deferred tax asset above has been reduced by approximately $1,017 million due to federal 
and state tax law limitations on utilization of net operating losses. 

During 2007, the valuation allowance increased $71 million. Under current accounting guidelines, approximately 
$2.0 billion of the valuation allowance, if recognized, would be recorded as a reduction of goodwill. 

FASB Interpretation No. 48 

Effective January 1, 2007, we adopted FIN 48, which prescribes the recognition, measurement and disclosure 
standards for uncertainties in income tax positions. See Note 1 for a discussion of the impact to Verizon of 
adopting this new accounting pronouncement. 

A reconciliation of the beginning and ending balance of unrecognized tax benefits is as follows: 

dollars in millions) 

Balance at January 1, 2007 $ 2,958 

Additions based on tax positions related to the current year 141 

Additions for tax positions of prior years 291 

Reductions for tax positions of prior years (420 ) 

Settlements (11 ) 

Lapses of statutes of limitations (76 ) 

Balance at December 31,2007 $ 2,883 

Included in the total unrecognized tax benefits at December 31, 2007 is $1,245 million that, if recognized, would 
favorably affect the effective income tax rate. The remaining unrecognized tax benefits relate to temporary items 
that would not affect the effective income tax rate and uncertain tax positions resulting from prior acquisitions 
which, pursuant to current purchase accounting tax rules, would adjust goodwill. 

We recognize any interest and penalties accrued related to unrecognized tax benefits in income tax expense. 
During the year ended December 31, 2007, we recognized approximately $154 million (after-tax) for the payment 
of interest and penalties. We had approximately $598 million (after-tax) and $444 million (after-tax) for the 
payment of interest and penalties accrued in the balance sheet at December 31, 2007 and January 1, 2007, 
respectively. 

Verizon or one of its subsidiaries files income tax returns in the U.S. federal jurisdiction, and various state, local 
and foreign jurisdictions. The Company is generally no longer subject to U.S. federal, state and local, or non-U.S. 
income tax examinations by tax authorities for years before 2000. The Internal Revenue Service (IRS) is currently 
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examining the Company's U.S. income tax returns for years 2000 through 2003. As a large taxpayer, we are under 
continual audit by the IRS and other taxing authorities on numerous open tax positions. It is possible that the 
amount of the liability for unrecognized tax benefits could change by a significant amount during the next twelve 
month period. An estimate of the range of the possible change cannot be made until issues are further developed or 
examinations close. 

Reportable Segments 

On March 30, 2007, we completed the sale of our 52% interest in TELPRI. On February 12, 2007 we entered into 
an MOU to sell our interest in CANTY. On December 1, 2006, we closed the sale ofVerizon Dominicana. 
Consequently, with these three transactions, we completed the disposition of our International segment. For further 
information concerning the disposition of the International segment, see Note 2. 

On November 17, 2006, we completed the spin-off of our Information Services segment which included our 
domestic print and Internet yellow pages directories business. For further information concerning the disposition of 
the Information Services segment, see Note 2. 

We now have two reportable segments, which we operate and manage as strategic business units and organize by 
products and services. We measure and evaluate our reportable segments based on segment income. Corporate, 
eliminations and other includes unallocated corporate expenses, intersegment eliminations recorded in 
consolidation, the results of other businesses such as our investments in unconsolidated businesses, lease financing, 
and other adjustments and gains and losses that are not allocated in assessing segment performance due to their 
non-recurring or unusual nature. These adjustments include transactions that the chief operating decision makers 
exclude in assessing business unit performance due primarily to their non-recurring and/or non-operational nature. 
Although such transactions are excluded from the business segment results, they are included in reported 
consolidated earnings. Gains and losses that are not individually significant are included in all segment results, 
since these items are included in the chief operating decision makers' assessment of unit performance. 

Our segments and their principal activities consist of the following: 

Segment Description 

Wireline Wireline communications services include voice, Internet access, broadband video 
and data, next generatiOn IP network services, network access, long distance and other services. We provide these 
services to consumers, carriers, businesses and government customers both domestically and internationally in 150 

countries. 

omestic Wireless omestic Wireless's products and services include wireless voice, data products, and 

other value-added services and equipment sales across the United States. 

The following table provides operating financial information for our two reportable segments: 

dollars in millions) 

007 omestic Wireless 
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Total Segments 

~xternal revenues 1$ 49,059 II 1$ 43,777 

$ 92,836 

~ntersegment revenues 11,257 II lto5 
1,362 

[Total operating revenues ~0,316 II ~3,882 
94,198 

lcost of services and sales ~5,220 II 113,456 
38,676 

!selling, general & administrative expense 111,236 II 113,477 

24,713 

pepreciation & amortization expense r,184 II ~,154 
14,338 

[Total operating expenses ~5,640 II ~2,087 
77,727 

pperating income ~,676 II 111,795 

16,471 

~quity in earnings of unconsolidated businesses t II ~2 
32 

pther income and (expense), net ~06 II b ~ 
203 

~nterest expense 1(2,032 ~ I 1(251 ~ 
(2,283 ) 

Minority interest t II 1(5,053 ~ 
(5,053 ) 

frovision for income taxes 1(1,344 ~ I 1(2,726 ~ 
(4,070 ) 

!segment income 1$ 1,506 II 1$ 3,794 

$ 5,300 

fAssets 1$ 92,264 II 1$ 83,755 

$ 176,019 

flant, property and equipment, net ~8,702 II ~5,971 
84,673 

!capital expenditures lto,956 II ~,503 
17,459 

dollars in millions) 

006 omestic Wireless 

Total Segments 

~xternal revenues 1$ 49,555 1 1 1$ 37,930 
$ 87,485 
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~ntersegment revenues 11,173 II 1113 
1,286 

[otal operating revenues 150,728 II j38,043 

88,771 

lcost of services and sales ~4,767 II ln,491 

36,258 

!selling, general & administrative expense 111,820 II 112,039 

23,859 

pepreciation & amortization expense 19,590 II ~,913 
14,503 

[otal operating expenses ~6,177 II ~8,443 
74,620 

pperating income ~,551 II 19,600 

14,151 

~quity in earnings of unconsolidated businesses 1- II 119 
19 

pther income and (expense), net bo II ~ I 
254 

~nterest expense 1(2,062 D I 1(452 D 
(2,514 ) 

Minority interest 1- II 1(4,038 D 
(4,038 ) 

frovision for income taxes b,ll4 D I 1(2,157 D 
(3,271 ) 

!segment income 1$ 1,625 II 1$ 2,976 

$ 4,601 

fAssets 1$ 92,274 II 1$ 81,989 

$ 174,263 

flant, property and equipment, net 157,031 II ~4,659 
81,690 

!capital expenditures 110,259 II ~,618 
16,877 

dollars in millions) 

005 omestic Wireless 

Total Segments 

~xternal revenues 1$ 36,628 II 1$ 32,219 

$ 68,847 

~ntersegment revenues 1988 II 182 
1,070 

[otal operating revenues 137,616 II 132,301 

69,917 
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lcost of services and sales 115,813 II 19,393 

25,206 

!selling, general & administrative expense 18,210 II 110,768 

18,978 

pepreciation & amortization expense 18,801 II ~,760 
13,561 

[otal operating expenses 132,824 II ~4,921 
57,745 

pperating income ~,792 II p,380 

12,172 

~quity in earnings of unconsolidated businesses 1- II ~7 
27 

pther income and (expense), net p9 II ~ 
85 

~nterest expense b,701 D I 1(601 D 
(2,302 ) 

Minority interest 1- II 1(2,995 D 
(2,995 ) 

frovision for income taxes b,264 D I b,598 D 
(2,862 ) 

!segment income 1$ 1,906 II 1$ 2,219 

$ 4,125 

fAssets 1$ 75,188 II 1$ 76,729 

$ 151,917 

flant, property and equipment, net ~9,618 II ~2,790 
72,408 

!capital expenditures 18,267 II ~,484 
14,751 

Reconciliation To Consolidated Financial Information 

A reconciliation of the results for the operating segments to the applicable line items in the consolidated financial 
statements is as follows: 

r dollars in millions) 

poo7 II poo6 
2005 

!operating Revenues I I II I 

[otal reportable segments I 1$ 94,198 II 1$ 88,771 

$ 69,917 

II I 

II I 

II I 
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~mpact of Hawaii (2005) and other operations sold (2006) I 1- II 1104 II I 
180 

!corporate, eliminations and other 1(729 ~ I 1(693 II I 
(579 ) 

!consolidated operating revenues - reported I 1$ 93,469 II 1$ 88,182 II I 
$ 69,518 

!operating Expenses I I II I II I 

[otal reportable segments I 1$ 77,727 II 1$ 74,620 II I 
$ 57,745 

Merger integration costs (see Note 8) 1178 II ~32 II I 

fAccess line spin-off related charges (see Note 2) 184 II 1- II I 

[axes on foreign distributions (see Note 6) Its II 1- II I 

Kferizon Center relocation (see Note 3) I 1- II 1184 II I 
(18 ) 

!severance, pension and benefit charges, net (see Note 3) 1772 II ~25 II I 
157 

~mpact of Hawaii (2005) and other operations sold (2006) (see Note 2) I 1- II 189 II I 
118 

lsales ofbusinesses net (see Note 2) I 1- II 1- II I 
(530 ) 

~ease impairment and other items (see Note 3) I 1- II 1- II I 
125 

Kferizon Foundation contribution (see Note 2) I too II 1- II I 

!corporate, eliminations and other j(985 ~ I io41 II I 
(660 ) 

!consolidated operating expenses - reported I 1$ 77,891 II 1$ 74,809 II I 
$ 56,937 

~do lim ;o mm;oo•J 
poo7 II poo6 II I 
2005 

Net Income I I II I II I 
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!segment income - reportable segments I 1$ 5,300 II 1$ 4,601 II I 
$ 4,125 

pebt extinguishment costs (see Note 11) I 1- II 1(16 ) II I 

Merger integration costs (see Note 8) b12 ~ I 1(146 II I 
) 

lsales of businesses and investments, net (see Note 2) I Is II 1(541 II I 
) 336 

~xtraordinary item (see Note 2) I 1(131 ~ I 1- II I 

fAccess line spin-off related charges (see Note 2) 1(80 ~ I 1- II I 

[axes on foreign distributions (see Note 6) 1(610 ~ I 1- II I 
(206 ) 

!cumulative effect of accounting change (see Note 1) I 1- II 1(42) II I 

K'erizon Center relocation, net (see Note 3) I 1- II b18 II I 
8 

!severance, pension and benefit charges (see Note 3) I 1(477 ~ I 1(258 II I 
(95 ) 

pomestic print and Internet yellow pages directories business spin-off costs (s~e fuote 2) I t I II I 
(101 

~ease impairment and other items (see Note 3) I 1- II 1- II I 
(133 ) 

[ax benefits (see Note 3) I 1- II 1- II I 
336 

~ncome from discontinued operations, net of tax (see Note 2) I In II 11,398 II I 
1,370 

!corporate and other I 11,554 II 11,420 II I 
1,656 

!consolidated net income - reported I 1$ 5,521 II 1$ 6,197 II I 
$ 7,397 

ssets 

[otal reportable segments 1 1$ 176,019 II 1$ 174,263 II I 
$ 151,917 

~econciling items 1 lto,94o 1 1 114,541 II I 
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16,213 

!consolidated assets 1$ 186,959 I I 1$ 188,804 
$ 168,130 

Financial information for Wireline excludes the effects of Hawaii access lines and directory operations sold in 
2005, in addition to the sale of non-strategic assets ofthe Wireline segment sold in the first quarter of2007. 

We generally account for intersegment sales of products and services and asset transfers at current market prices. 
We are not dependent on any single customer. 

Geographic Areas 

Our foreign investments are located principally in the Americas and Europe. Domestic and foreign operating 
revenues are based on the location of customers. Long-lived assets consist of plant, property and equipment (net of 
accumulated depreciation) and investments in unconsolidated businesses. The table below presents financial 
information by major geographic area: 

dollars in millions) 

ears Ended December 31, 

2006 

2005 

omestic 

pperating revenues 1$ 89,504 I I 

$ 84,731 

$ 69,327 

~ong-lived assets I ~5,081 I I 

82,277 

74,813 

~nternational I I I I 

pperating revenues ~,965 I I 

3,451 

191 

~ong-lived assets I ~,585 I I 

4,947 

2,776 

ote 18 

II I 

I I 

I I 

I I 

I I 

I I 
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!comprehensive Income 

Comprehensive income consists of net income and other gains and losses affecting shareowners' investment that, 
under GAAP, are excluded from net income. Significant changes in the components of other comprehensive 
income (loss), net of income tax expense (benefit), are described below. 

Foreign Currency Translation 

millions) 

~ears Ended December 31, 

~oreign Currency Translation Adjustments: 

K'odafone Omnitel 

CANTY 

KJ erizon Dominicana 

pther international operations 

dollars in 

~007 
2006 

2005 

I I 

I 
1$ 397 

$ 

(47 

I t 
786 

I 

(114 

~9 

$ 1,196 

$ (755 

I 

I 

I 

) 

I 

) 

I 

We sold our interest in CANTY during the second quarter of 2007. We sold our interest in Yerizon Dominicana 
during the fourth quarter of 2006. See Note 2 for information on CANTY and Yerizon Dominicana. The foreign 
currency translation adjustment in 2005 represents unrealized losses from the decline in the functional currencies 
of our investments in Yodafone Omnitel, Yerizon Dominicana and CANTY. 

Unrealized Gains (Losses) on Marketable Securities 

The changes in Unrealized Gains (Losses) on Marketable Securities were as follows: 

I I I 

I I I 

I I I 

I I I 

I I I 
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dollars in 

millions) 

~ears Ended December 31, ~007 
2006 

2005 

!Unrealized Gains (Losses) on Marketable Securities I I 

~nrealized gains, net oftaxes of$13, $30 and $10 I 1$ 13 

$ 79 

$ 4 

~ess reclassification adjustments for gains realized in net income, net of taxes of $11, $13 and $14 1(17 
(25 

(25 

~et unrealized gains (losses) on marketable securities I 1$ (4 

$ 54 

$ (21 

Defined Benefit Pension and Postretirement Plans 

During 2007, the change in defined benefit pension and postretirement plans of $1,948 million, net of taxes of 
$661 million, represents the change in the funded status of the plans in connection with the annual pension and 
postretirement valuation in accordance with SFAS No. 158. The funded status was impacted by changes in 
actuarial assumptions, asset performance and plan experience. 

Accumulated Other Comprehensive Loss 

The components of Accumulated Other Comprehensive Loss are as follows: 

I II 

I II 

Ill 

~ II 

~ II 

dollars in 

millions) 

t December 31, 007 

2006 

foreign currency translation adjustments 

1,167 

Ill 

Ill 

Ill 

Ill 

Ill 

Ill 
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$ 329 

INet unrealized losses on hedging I I( to 

) 

(11 

) 

~nrealized gains on marketable securities I ~0 

64 

pefined benefit pension and postretirement plans I 1(5,723 

) 

(7,671 

) 

ther 

(241 

) 

fAccumulated Other Comprehensive Loss I 1$ 
(4,506 ) 

$ (7,530 

) 

The foreign currency translation adjustments at December 31, 2007 were primarily comprised of unrealized gains 
in the value of our investment in Vodafone Omnitel as a result of the appreciation of the Euro. 

~ote 19 
~dditional Financial Information 

The tables that follow provide additional financial information related to our consolidated financial statements: 

Income Statement Information 

dollars in millions) 

~ears Ended December 31, ~007 II poo6 
2005 

pepreciation expense 1$ 13,036 II 1$ 
13,122 $ 

12,171 

~nterest cost incurred ~,258 II I 
2,811 

Ill 

Ill 

Ill 

Ill 

II I 

II I 

II I 
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2,481 

!capitalized interest I 1(429 ~ I 1(462 II I 

) (352 

) 

[Advertising expense I ~,463 II I II I 

2,271 

1,844 

Balance Sheet Information 

(dollars in 

millions) 

t December 31, 007 

2006 

kccounts Payable and Accrued Liabilities I I I I 

[Accounts payable 1$ I I 

4,491 $ 

4,392 

[Accrued expenses I I I I 

2,400 

2,982 

[Accrued vacation, salaries and wages I I I I 

4,828 

3,575 

~nterest payable ~73 I I 

614 

ccrued taxes 

2,270 

2,757 

$ 

14,462 $ 

14,320 
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lather Current Liabilities 

fAdvance billings and customer deposits 

2,476 

2,226 

pividends payable 

ther 

7,325 

8,091 

Cash Flow Information 

~ears Ended December 31, 

Cash Paid 

~ncome taxes, net of amounts refunded 
I 

~nterest, net of amounts capitalized 

~upplementallnvesting and Financing Transactions 
I 

leash acquired in business combinations 
I 

I I 

1$ 
$ 

I I 

1,266 

1,199 

3,583 

4,666 

$ 

$ 

dollars in millions) 

~007 
2006 

2005 

1$ 2,491 

$ 3,299 

$ 4,189 

11,682 

2,103 

2,025 

I 

117 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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2,361 

fAssets acquired in business combinations ~89 
18,511 

635 

~iabilities assumed in business combinations It 54 
7,813 

35 

pebt assumed in business combinations I t 
6,169 

9 

!shares issued to Price to acquire limited partnership interest in VZ East (Note 7) I t 
1,007 

Other, net cash provided by operating activities- continuing operations primarily included the add back of the 
minority interest's share of Verizon Wireless earnings, net of dividends paid to minority partners, of $3,953 
million in 2007, $3,232 million in 2006 and $1,720 million in 2005. 

~ole 20 

I 

I 

I 

I 

Several state and federal regulatory proceedings may require our telephone operations to pay penalties or to refund 
to customers a portion of the revenues collected in the current and prior periods. There are also various legal 
actions pending to which we are a party and claims which, if asserted, may lead to other legal actions. We have 
established reserves for specific liabilities in connection with regulatory and legal actions, including environmental 
matters, that we currently deem to be probable and estimable. We do not expect that the ultimate resolution of 
pending regulatory and legal matters in future periods, including the Hicksville matter described below, will have a 
material effect on our financial condition, but it could have a material effect on our results of operations for a given 
reporting period. 

During 2003, under a government -approved plan, remediation commenced at the site of a former Sylvania facility 
in Hicksville, New York that processed nuclear fuel rods in the 1950s and 1960s. Remediation beyond original 
expectations proved to be necessary and a reassessment of the anticipated remediation costs was conducted. A 
reassessment of costs related to remediation efforts at several other former facilities was also undertaken. In 
September 2005, the Army Corps of Engineers (ACE) accepted the Hicksville site into the Formerly Utilized Sites 
Remedial Action Program. This may result in the ACE performing some or all of the remediation effort for the 
Hicksville site with a corresponding decrease in costs to Verizon. To the extent that the ACE assumes 
responsibility for remedial work at the Hicksville site, an adjustment to a reserve previously established for the 
remediation may be necessary. Adjustments may also be necessary based upon actual conditions discovered during 
the remediation at any of the sites requiring remediation. 

In connection with the execution of agreements for the sales of businesses and investments, Verizon ordinarily 
provides representations and warranties to the purchasers pertaining to a variety of nonfinancial matters, such as 
ownership of the securities being sold, as well as financial losses. 

Subsequent to the sale ofVerizon Information Services Canada in 2004, we continue to provide a guarantee to 
publish directories, which was issued when the directory business was purchased in 2001 and had a 30-year term 
(before extensions). The preexisting guarantee continues, without modification, despite the subsequent sale of 
Verizon Information Services Canada and the spin-off of our domestic print and Internet yellow pages directories 

I I I 

I I I 

I I I 

I I I 
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business. The possible financial impact of the guarantee, which is not expected to be adverse, cannot be reasonably 
estimated since a variety of the potential outcomes available under the guarantee result in costs and revenues or 
benefits that may offset each other. In addition, performance under the guarantee is not likely. 

As of December 31, 2007, letters of credit totaling $225 million were executed in the normal course of business, 
which support several financing arrangements and payment obligations to third parties. 

We have several commitments primarily to purchase network services, equipment and software from a variety of 
suppliers totaling $844 million. Of this total amount, $613 million, $137 million, $51 million, $28 million, $5 
million and $10 million are expected to be purchased in 2008, 2009, 2010, 2011, 2012 and thereafter, respectively. 

Note 21 

Quarterly Financial Information (Unaudited) 

~dollars in millions, except per share amounts) 

I I 

I I I I ~come Before Discontinued Operations, 

Extraordinary Item and Cumulative Effect of Accounting Change 

uarter Ended p rating Income 

Per Share- Basic Per Share- Diluted Net Income 

007 

!March 31 
I 

1$ 22,584 1$ 3,796 1$ 1,484 1$ .51 

$ .51 $ 1,495 

~une 30 I ~3,273 ~,149 11,683 [5s 

.58 1,683 

!september 30 
I ~3,772 ~,210 11,271 [44 

.44 1,271 

~ecember 31 
I ~3,840 ~,423 11,072 [37 

.37 1,072 

006 

~arch 31 
I 

1$ 21,231 1$ 3,175 1$ 1,282 1$ .44 

$ .44 $ 1,632 

[une 30 
I ~1,886 13,217 11,263 1.43 
.43 1,611 

!september 30 
I ~2,459 13,537 11,545 1.53 

.53 1,922 

~ecember 31 
I ~2,606 13,444 11,390 1.48 
.48 1,032 

I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 

I I 
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esults of operations for the first quarter of 2007 include after-tax charges of $9 million for merger integration costs, $131 million for an 

extraordinary charge related to the nationalization of CANTY, a $70 million after-tax gain on the sale of our interest in TELPRI and a $65 million after tax 

contribution to the Verizon Foundation. 

spin-off charges and $4 71 million associated with taxes on foreign distributions. 

spin-off charges, $13 9 million associated with taxes on foreign distributions, and $4 77 million for severance, pension and other charges. 

$28 million for costs associated with the relocation to V erizon Center, $42 million for the impact of accounting for share based payments, and $3 5 million 

for merger integration costs. 

with the relocation to V erizon Center and $186 million for severance, pension and benefits charges. 

with the relocation to V erizon Center and $17 million for severance, pension and benefits charges. 

with the relocation to Verizon Center, $55 million for severance, pension and benefits charges, $541 million for the loss on sale ofVerizon Dominicana 

included in discontinued operations, and $10 I million for costs associated with the spin-off of our directories publishing business. 

Income before discontinued operations per common share is computed independently for each quarter and the sum of the quarters may not equal the annual 
amount. 

I I 
Name I I 

Verizon California Inc. 

Verizon Delaware LLC. 

Verizon Florida LLC. 

Verizon Maryland Inc. 

Verizon New England Inc. 

Verizon Communications Inc. and Subsidiaries 
Principal Subsidiaries of Registrant at December 31, 2007 

I 
~urisdiction of Organization 

!california 

pelaware 

florida 

~aryland 

jN"ewYork 

EXHIBIT 21 

I I 

I I 
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Verizon New Jersey Inc. !New Jersey 

Verizon New York Inc. !New York 

Verizon North Inc. ~isconsin 

Verizon Northwest Inc. ~ashington 

Verizon Pennsylvania Inc. fennsylvania 

Verizon South Inc. ~irginia 

GTE Southwest Incorporated (d/b/a Verizon Southwest) I Delaware 

Verizon Virginia Inc. ~irginia 

Verizon Washington, DC Inc. !New York 

Verizon West Virginia Inc. ~est Virginia 

Cellco Partnership (d/b/a Verizon Wireless) I Delaware 

Verizon Capital Corp. pelaware 

Verizon Business Global LLC pelaware 
EXHIBIT 23 

Consent of Independent Registered Public Accounting Firm 

We consent to the incorporation by reference in this Annual Report (Form 10-K) ofVerizon Communications Inc. 
(Verizon) of our reports dated February 22, 2008, with respect to the consolidated financial statements of Verizon 
and the effectiveness of internal control over financial reporting ofVerizon, included in the 2007 Annual Report to 
Shareowners of Verizon. 

Our audits also included the financial statement schedule ofVerizon listed in Item 15(a). This schedule is the 
responsibility ofVerizon's management. Our responsibility is to express an opinion based on our audits. In our 
opinion, the financial statement schedule referred to above, when considered in relation to the basic financial 
statements taken as a whole, presents fairly in all material respects the information set forth therein. 

We also consent to the incorporation by reference in the following registration statements ofVerizon and where 
applicable, related Prospectuses, of our reports dated February 22, 2008, with respect to the consolidated financial 
statements of Verizon and the effectiveness of internal control over financial reporting of Verizon, incorporated 
herein by reference, and our report included in the preceding paragraph with respect to the financial statement 
schedule ofVerizon included in this Annual Report (Form 10-K) for the year ended December 31, 2007: Form S-8, 
No. 333-66459; Form S-8, No. 333-66349; Form S-4, No. 333-11573; Form S-8, No. 333-41593; Form S-8, No. 
333-42801; Form S-4, No. 333-76171; Form S-8, No. 333-75553; Form S-8, No. 333-76171; Form S-8, No. 333-
50146; Form S-8, No. 333-53830; Form S-4, No. 333-82408; Form S-8, No. 333-82690; Form S-3, No. 333-
109028-01; Form S-3, No. 333-106750; Form S-8, No. 333-105512; Form S-8, No. 333-105511; Form S-8, No. 
333-118904; Form S-8, No. 333-123374; Form S-4, No. 333-124008; Form S-8, No. 333-124008; Form S-4, No. 
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333-132651; Form S-8, No. 333-134846; Form S-8, No. 333-137475; Form S-3, No. 333-138705; Form S-8, No. 
333-142549; and Form S-3, 333-143744. 

s/ Ernst & Young LLP 

Ernst & Young LLP 

New York, New York 

February 22, 2008 
EXHIBIT 31.1 

I, Ivan G. Seidenberg, certify that: 

l1. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 

and for, the periods presented in this report; 

~.The I registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 

which this report is being prepared; 

I (b )D~signea such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 
accounting principles; 

I ( c )E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 

I ( d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 

affect, the registrant's internal control over financial reporting; and 

Is. [he registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 

directors (or persons performing the equivalent functions): 
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I( a) fAll significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy fraqd, whether or not material, that involves management or other employees who have a significant role 

in the registrant's internal control over financial reporting. 

bate: February 26, 2008 II Ivan G. 

Seidenberg 

Ivan G. 

Seidenberg 

II !chairman and 

Chief Executive Officer 
EXHIBIT 31.2 

I, Doreen A. Toben, certify that: 

11. ~have reviewed this annual report on Form 10-K ofVerizon Communications Inc.; 

~.Bas¥d on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 

were made, not misleading with respect to the period covered by this report; 

13 .Bas¥d on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

~.Thelregistrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls 
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial 

reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 

I( a) pesigned such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 

I (b )D~signeR such internal control over financial reporting, or caused such internal control over financial reporting 
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally accepted 

accounting principles; 

I (c)E\illuat~d the effectiveness of the registrant's disclosure controls and procedures and presented in this report 
our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period 

covered by this report based on such evaluation; and 

I (d)Di~close~ in this report any change in the registrant's internal control over financial reporting that occurred 
during the registrant's most recent fiscal quarter that has materially affected, or is reasonably likely to materially 
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affect, the registrant's internal control over financial reporting; and 

Is. [he registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant's auditors and the audit committee of the registrant's board of 
directors (or persons performing the equivalent functions): 

I( a) [An significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant's ability to record, process, 

summarize and report financial information; and 

I (b )Aqy frayd, whether or not material, that involves management or other employees who have a significant role 

in the registrant's internal control over financial reporting. 

bate: February 26, 2008 II Doreen A. 

Toben 

II I Doreen A. Toben 

xecutive Vice 

President and Chief Financial Officer 
EXHIBIT 32.1 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Ivan G. Seidenberg, Chairman and Chief Executive Officer ofVerizon Communications Inc. (the "Company"), 
certify that: 

1(1) ~he report of the Company on Form 10-K for the annual period ending December 31, 2007 (the "Report") 
fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the "Exchange 

Act"); and 

IC2)th~ information contained in the Report fairly presents, in all material respects, the financial condition and 

results of operations of the Company as of the dates and for the periods referred to in the Report. 

ate: February 26, 2008 s/ Ivan G. Seidenberg 

II I Ivan G. Seidenberg 

II !chairman and Chief 

Executive Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
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acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 

EXHIBIT 32.2 

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECTION 906 OF THE SARBANES­
OXLEY ACT OF 2002, PURSUANT TO SECTION 1350 OF CHAPTER 63 OF TITLE 18 OF THE UNITED 
STATES CODE 

I, Doreen A. Toben, Executive Vice President and Chief Financial Officer ofVerizon Communications Inc. (the 
"Company"), certify that: 

1(1) ~he report of the Company on Form 10-K for the annual period ending December 31, 2007 (the "Report") 
fully complies with the requirements of section 13(a) of the Securities Exchange Act of 1934 (the "Exchange 

Act"); and 

IC2)th~ information contained in the Report fairly presents, in all material respects, the financial condition and 

results of operations of the Company as of the dates and for the periods referred to in the Report. 

bate: February 26, 2008 II Doreen A. 

Toben 

II I Doreen A. Toben 

xecutive Vice 

President and Chief Financial Officer 

A signed original of this written statement required by Section 906, or other document authenticating, 
acknowledging, or otherwise adopting the signature that appears in typed form within the electronic version of this 
written statement required by Section 906, has been provided to Verizon Communications Inc. and will be retained 
by Verizon Communications Inc. and furnished to the Securities and Exchange Commission or its staff upon 
request. 
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IJ MICHAEL HARKINS, SECRETARY OF STATE OF THE STATE OF 

DELAWARE DO HEREBY CERTIFY THE ATTACHED IS A TRUE AND CORRECT 

COPY OF THE CERTIFICATE OF INCORPORATION OF "GTE OPERATIONS 

SUPPORT INCORPORATED" FILED IN THIS OFFICE ON THE EIGHTEENTH DAY 

OF DECEMBER, A.D. 1991, AT 1:30 O'CLOCK P.M. 

* * * * ~ * * * * * 

HENTICATION: *"3278483 

721352225 DATE: 12/19/1991 

) 
S55LJ-
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STATE OF DELAWARE 
·sECRETARY OF STATE 

DIVISION OF CORPORATIONS 
FILED 01:30 PM 12/18/1991 
721352225 - 2282297 

Bv § 0 3·n- D'"' n.oa ·8 :-.i{_ ,_jlOv · 

CeRTIFICATE OF INCORPORATION 
CF 

GTE OPERATIONS SUPPORT INCORPORATED 

1. The name of the corporation fs GTE Opemtions Support lncorporatad. 

2. The address of fts registered office In the State of Delaware is Corporation 

Trust Center, 1209 Orange Street, Jn the City of WUmlngton, County of New 

Castle. Tha name of Its reglstorad agent at such address Is The Corporation 

Trust Company. 

3. The nature of the business or purposes to be conducted or promoted is to 

engage in any lawful act or activity for which corporations may be organized 

under the General Corporation Law of Delaware other than 1he banking 

business$ th$ trust bu$1neee or th~ practrce of a profession permitted to be 

Incorporated by the Delaware Corporation Code. 

4. Th$ total number of shares of common stock whioh the corporation shall 

have authority to fssue Is 1.000 shares. These shares shall have a par 

value of $, 10. 

5. To the fullest extent permitted by the Gen$ral Corporation Law of Delaware 

as It now exists or may hereafter be amendedt a director of this oorporatron 

shall not be liable to the corporation or Its stockholders for monetary 

damages for breach of fiduciary duty as a director. 

6. The name and mailing address of the Incorporator rs: Marianne Droatl Orte 

Stamford Forum, Stamford, Connectlout 06904. 

7. The corporation Is to have perpetual existence.· 

90ct NdOS:ZJ !6 "Sf "(;:l 
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' .-

B. The corporation reserves the right to a.mend, alt~r. change or repeal any 

provisions contained In this Certificate of Incorporation, In the manner now 

or hereafter prescribed by s1a1vtet and all rigtrts conferred upon stockholders 

herein are granted subject to this reservation. 

I, THE UNDERSIGNED, being the incorporator hereinbefore named, for the 

purpose of forming a corporation pursuant to the General Corporation Law of thQ 

State of Delaware, do make this Certificate, hereby declaring and certlfytng that 

this ie may act and deed and the facts herein stated are true* and accordingly 

have hereunto set my hand this ...1&b.. day of December. 1991. 

STATE OF CONNECTICUT) 
} ss.: Stamford 

COUNTY OF FAIRFIELD ) 

On this ..lath.. day of December, 1991~ personally appeared before me 

Marianne Drost, personally known to me. and she did acknowledge that she 

sfgnedJ seated, and delfvered this C~rtlfioate of Incorporation as her voluntary 

deed and deposed that the facts stated therein are true. 

SOd: ~.:rO~IZI 16 '91 'Z't 
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• (jT~TE OF OELAIJA!;E 
SECRETARY OF STATE 

OIV!SlON OF CORPORATIONS 
FILED 04:30 Pfl 02iOl/1993 

723_032079." '- 0531~14 

. CBlUIFlCATB OF MER.Gmt 

OF 

s lllll!lllllllllll!)l/11111 v· 
T II/I~!J)!/YI.fFf.$t'ft/;/ 11111· .0 
A Ill &II ~1;rt,Gt7{~rtM! Ill I 
M lilt U:/14/fitf IJiMJJ.i# II 0 
P 1/II~Y:fiP1111fiJI1VY11/1/I 

BY aiERYl WYATT 

OSRAM ACQUISlT!ON CORI'OR:A.TtON, ill New YOI'k ~)ro!oo 

INTO 
. . 

G'I'E IJRODUCTS CORPORA'l10N, a DdawiU"C ooqxJradOn 

PursuaD( r6 Section 2S2 or the ·Delaware CJeoeAI Cotporalion Law 

FlRSTt , '!"bat the ftllmcl a.n4 swca ~ ino0rpc:m~liuu of each of lhe oonstttuen[ 

corporatiOM or the ~.arc u fol~.!.! 

h •. 

OS'RA).I Acqr,~lsition CcitpoBtion 

GTii Products Coq>o~illn · 

**/20d_ 

New York 

Dc:b.wan: 

: ;.~ 



SECOND: Tbar: an Aat=ment and Plan of Merger hetweeQ the put~· to rhe merger 
. . . 

has been. approved, adopted, ccrtit'ied, executed snd adnowledged by tJleh oftbe coustituettt 

corporatioru: in accOrdance wflb the n:Qlliretnentl of Soction :2:'\'2 of the Genen.l Corporation 

Law of the Sfite of Delaware. 

nmw: 1lw the name of the SUl11iving c.orpotltion of tbe merger is GTB Products·· , .· 

· Corporatmn, whiCh stull·horewith becMn,ed to OSRAM svt.VANIA Inc.· 

FOUR'm: that me amendment or chaneet in lhe Cerdflone of fuootponition of 

Gl1S Pn:Xklct:s Corporation, tbc IUtviving torp>racion, u arc to be effcded by the merger · 

are as .follows: 

Article FIRsT. is amended to read in its coti.R:ty: 

"The.na.nu: of the Cmporatioa is ()gRAM SYLVANIA Inc:~" 

· FIF11t: Thlt d1c cxccuted Airt::etnenf and Pl:an of Merger h: ()fl file at the principal ... 

place of I:IUSIJlesS oftbe surviving cm:poration~ The address of tbe principal pta~ of busi~ 

of the survivin~ oorpo~n i~ .!00 Bttdioott s~. Jllnven, MA 01923. 

SIX'l'B:' 1"bat a ·Gq)Y of~ Agreement and Plan of Met"S.er. will be. furniShed by the . 

surviving ~tion, on request and wirbOut cost to any stoclbolder of' any cbn.~ituent 

corporation. 

··.·.; 

,. ' ~ 

. ~- ', 

. .· ~ . 

,· .. •'" 

. i 

! .. 

..-.·.··· 



... 

11 

' s.EvB.Nm: . 'That tbe oul$Wtd.itlg capital sroek af OsRAM Acqlri&ition eo.Powi~ is 

· 1000 $ba!eC of COJDn'IM stock. par valde Si.OO per slwe. 

I I 

OTB PRODUC'l'$ CORPORATION, 
a Delaware COI'pOI'ation 

BY: 

j. 



En:c:unoN 

NORTH AMERICAN LIGHTING 

This NAL :Environmental Agreement. (as such agreement; may 
be amended ·froni time to time, the "Agreelnent") is entered into as_ 
of August 6, 1992 among SIEMENS CORPORATION, a Delaware 
corporation {"Siemens 11 ), OSRAM ACQt;JISITIONCORPORATJ:ON, a 
Delaware corporation ("Buyer").; and _GTE CORPqRATION, .a New York 
corporation ("GTE"), GTE. PRODUCTS OF. CONNECT~CUT CO.RPORATI.ON, a 
connecticu~ corporation ("GTE connecticut") I and .GTF! 
INTERNATIONAL INCORPoRATED, a Delaware corpqration ("GTE. 
International"; GTE Connecticut and GTE International, 
collectively, the nsellers"). 

RJL{;I.~A!di 

WHEREAS I' GTE, .the Sellers- and Buyer have entered' into a 
NAL.Stock Purchase Agreement dated as of the date hereof (a$ such.· 
agreement may be amended :from time to time, the "NAL Stock· . ·· 
Purchase Agreement") pursuant- to wnich Bu"yer is to acquire the 
stock- of each of the corporations· set forth on ·schedule I to the 
NAL Stock Purchase Agreement (each, a "Company") held by· the 
sellers;: 

. . . .·. · WHEREAS~ the Cqmpanies and their Subsidiaries own or 
control certain real properties used in the operation of the 
businesses of the Companies and their Subsidiaries; · 

WHEREAS I tiu~ Companies and their . s~~idiaries use, 
store and produce certain materials regulated by 1aw in 
connection with the operation of the businesses of the Companies 
and their Subsidiaries; and · 

. WHEREAS,· GTE, · certain Subsidiaries of the Companies. 
(tJiense.lling SUbsidiaries") and Buyer haye entered into aNAL 
Asset Purchase Agreetnei_lt dated as of.the date hereof (as such 
agreement may be amended from .time to ti,me, -the. "NA!,) Asset'· 
Pi,lrchase Agr.eement." .) pursuant to . which Jh1yer ·is to acquire . · 
sUbstantially all . qf the assets· of the Sell-ing .S_Ubsidia:des · (any 
and al-l assets sold pursuant ·to.· the · NAL. Asset_ Purchase Agr~ement,. 
th,e "Assets") as set forth in the NAL Asset. Purchase .Agreement,· 

· j;nciudl,ng certain Assets which- are' Acquired Facilities (as · 
. qefined: herein) • . · · 

·NOW, THEREFORE, in consideration. of the mutual promises 
contained. herein and intending to be legally bound, the parties· 
hereto agree as fol.lows: . 
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ARTICLE I 
DEFINI'liONS 

For aii purpos.es of this Agreeme~t and the Exhibits and.· 
Schedules delivered pursuant to this Agreement, and except as 
otherwise expressly provided~· capitalized terms used herein but· 
not defined.herein shall have the meaning specified in the NAL 
stock Purchase Agreement. In addition, the following terms shall 
have the following meanings: · 

"Aqqilired Facilities" means those facilities owned or. 
leased by any Co~p~ny or .. any Subsi~iary of. any Compa.ny· as of . the·. 
closing Date and those facilities which are Assets,. and whit:li.aJ;e 
.listed on Schedule 1.1 hereto. 

"Assumed :):.labilities" means any and all Environmental 
Liabil,ities either (i) arising out of or relating to: any . . 
facility, site, locati,on :ar business (whether past·or present and . 
. whether active or inactive) owned, .operated or. le~sed by any 
company or any subsidiary of any,company on or prior to·the . 
closing. Date that. is . not an Acquired Facility or ( ii) · arising · 
unde.r CERCUi or similar laws tor any Company's or _any . 
Subsidiary's shipping of, or arranging for the shipment Of,, : 
materials for ~ffsite treatia.ent; storage or disposal·at any 
facility other than an AcgU.ired Facility prior·to the Clc:>sing : ·.· .. 
Date;' but only to the extent; such ~vironme.ntal Li~ility relates 
to any Company's or any Subsidiary's shipp~ng of, or a~ranqing . 
for the s~ipment of, materials for of.fsite treatment, storage or· 
disposal at such facility pri.or to the Closing Date .• 

"CERCLA" means the. Comprehensive Environmental . 
Resp~nse, Compensation.and Liability Act, 42 u.s.c. §§ 9601-9657, 
as amended by the Superfunq Amendments and Reauthorization Act of 
1986, ·Pub. L. No. 99-499, 100 stat. § 1613. (october n, 198_6). 
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·"Environmental Liabilities" means all liabilities, 
obligations, responsibilities,.losses, damages, deficiencies, 
punitive damages, fines, penalties, treble damages, costs and 
expenses (including, without limitation, all reasonable fees~.· 
disbursements and expenses of counsel, experts and consultants), 
interest, bonds, security or other :financial assurance'- :either , 
(i} resulting from any claim or demand by any third party · 
(including employees) or Governmental El}tity seeking toenforce 

·an Env·ironmental Requirement or a right of contribution or 
indenu)ifieation arising thereunder (other than pursuant to this 
Agrt;aeinen~), or to :ttecover for tort liabiiity arising out of an 
Environmental Requirement; or (ii) arising or resulting· from, 
relating tO'· or. as <i conse<;JUence of (x) noncompliance with any 
Environmental Requirements or. (y} the presence., migration, 

. release or threatened release of a Regulated Material:· in or into 
the . e·nviromnent. at or fr~m an Acquired Facility. 

. . . . 11Erivirorunental RequiremeJJ.ts" means all applicable 
foreign, federal, state, provincial, interstate and local 
government or agency laws, ·statub~s, ordinances, rules, notices, 
regulations, orders, Approvals, Permits and. requirements of· .. · 
common law relating to protection of the environment. 

. . ''Existing Environmental Requirements'' means those 
applicabl.e provisions of any Environmental· Requirements .. .. 
(iricl~dihg any· interim final regulations} that either (i} are 
both in effect anQ. required to be met en or prior to the Closing 
Date or (ii) to.the extent both deadlines and standards for 
compliance by GTE, any·Seller, any C()mpany or any of their. 
Subsidiaries are in·effect.on or prior. to. the Closing Date, are 
require,d tl",) be niet within five years of the Closing Date. 

"Indemnified Party" means any party entitled to be 
paid, indemnified, defended ()r held harmless pursuant to 
Artic1e.II hereof. 

"Indemnifying Party11 means any.party obligated to.pay, 
indemnify, defend or·hold harmless.pursuant t;:o Articl.e II her'eof. 

. . . ' "Known Continuing Conditions" means any ahd. all 
¢onditions'exist1ng on or prior to the Closing Date and arising 
.or resulting. from,. relating to or as. a consequence of ···.· · 
.(i) noncompliance wlth any applicable Existing Envir()runental 
Requirements at an Acquired Facility,· or (ii) the .release .of a 
Regulated Mat~rial.in·or into the environment at. or. from.' an 
Acquired Facility, where· (A) such noncompliance is continued by 
Buyer, any Co:mp~ny or any subsidiary of any compariy·after the . 
Closing Pate or such release continues as a result of the use·or 
operation of any Acquired Facility by Buyer, any Company or any 
·S.ubsidiary of any. company after the Closing 'Date and (B) such · 
conditions become known t~ any vice president or higher ranking 
officer of Buyer; any CCi:mpany, any Subsidiary of any Company or 
any of their respective successors or assigns. for purposes of 
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th~ indeliUlificati(:m provJ..sl.ons contained in Section 2.3 (c)~ any 
condition that becomes known to any vice president or higher 
ranking. of~icer . of Buyer, any company or any Subsidiary, of any 
company qr any of their respective successors and assigns prior 
to the Closing Date shall be deemed. to have became known to.such 
qfficer on the Clo.sing Date. · 

liMixed source Claims"· means claims that have components .. 
which are Remediation Claims and components which are Third Party. 
·claims. 

".Regulated Material" means: 

(i)·. any substance that is defined or listed in, 
or otherwise classified.pursuant to 1 any applicable. 
Environmental ~eql.tirements as a "hazardous substance," 
"hazardous material,"· ilhazardous waste" or "toxic . . . 
substance," or.any other formulation intended to define, 

.. list .. or classify substances by reason of deleterious 
properties such as ignitibility, corrosivity, reactivity., 
radioactivity, carcinogenicity or'toxicity; and 

(ii). any pollutant or contaminant, or petroleum .or 
pett:oleum products, as defined pursuant.to any applicable 
Environmental Requirements. 

"Remediation Claims" means anyclaim that is not.in 
'whole or in part a Third Party Claim. 

. "T!lird Party Claims" means any claim for money damages·. 
b~ought by a third party for personal injury or property damage 
where resolution of such claim does riot involve remediation or 
other action~ · ' 

ART~CLE II 
ALLOCATION OF ENVIRONMENTAL LIABILITIES; 

INDEMNIFICATION; REBPONS:IBILIT'l 

2.1 · Acknowle.dqement. 

GTE, each Seller a'nd Buyer acknowledge and agree that 
the pQrchase price relat.ing to each Company takes into account. 
the allocation of EnV-ironmental Liabilities set forth herein. It 
is the· intent of the pinties· that this Article JI. shall be the 
only allocation of Environmental Liabilities among them. 

2. 2 ·Indemnification Obligations ·of GTE and sel.le;rs .• · 

Effective as of tile Closing, GTE·agrees on behalf of 
itself and on behalf of eacb Seller to indemnify and hold 
harmless Buyer, each Company and.each of their Subsidiaries,.and 
each Seller agrees only on behalf of itself, to indemnify and 
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. . . . 
hi::>ld t),armless Buyer; the Coinpany the Stock of which was conveyed 
by such Sellerand each of its Subsidiaries, and 1 in each case, 
their respective directors, officers, employees, Affiliates, 
agents and assigns, from and against: 

(a) any and all Assumed Liabilities; 

(b) to the extent that an aggregate of $35;.000,000 of 
Allocable Losses have been paid by Buyer, .the companies and 
their subsidiaries. in accordance with. Section 2~3 (a), sixty .. 
percent of each dollar of A1locable Losses based. on clailits ' 
not covered by Section 2.3(c) up to a maximum of· 
$42,000,000; and · 

. . 
(c) to the ertent that an aggrec;Ja"te of $~3,ooo,ooo of 

.Allocable LOsses ha.ve been ·paid by Buyer, the: Companies and 
their subsidiaries in accordance "V{ith Sections 2 •. 3(a) and · · 
(b) 1 ·any and· all Allocable Losses based cin clitims not 
covered by Sectfon 2. 3 {c). · · 

·2.3· Indemnification Obliqations.of Buyer. 

:E·tf~ctive as of theClosing, Buyer agrees t:o indemnlcy · 
aud ho1d harmless GTE, the Sel·lers and their respective 
directors, officers, employees, Affiliates, agents and assigns. · 
from and against; . . 

. (a) any and all Allocable Loss¢:; based on ciaims not 
covered by Section2.3(c) until an aggregate of$35,000,0.00 
of .;Allocable Losses have been paid by Buyer~ the Compariici;; 
and their Subsidiaries; 

(b) to the extent that.anaggregate of. $35,ooo,ooo of 
Allocable Losses have peen paid by Buyer, the ·companies and 
theirSubsidiaries in accordance with Section 2.3(a), forty 
percen~ of each dolla~ of Allocable Losses based on clai~s 
not . covered by . S,ection 2. 3 (c) up. to a maximum of 
$28,000,.000; . 

(c) any and all Environmental Liabilities arising out· 
of a Known Continuing Condition. to the. extent ~ising on or·. 

·after the later of (x:} one year following the .dat~ th~t such 
condition became a Known continuing condition and (y) to the·· 
·extent· that (A) Buyer, any company or: any of thei+.: . . . 
Subsidiaries., or any 'of th~lr· successors ,or. assigns promptly 
comxnenced ·all acti<ms . reasonably necessary and co:mnlercially · · · · 
reaso.nable to retaed.y such condition arid. (.B) such .action . 
ta,kes .more than one year: to complete fr~:;~lll tbe. date the.sucJl 

· condit'ip'n became a Known Continuing Cond.ition, tbe date on 
. which· suc'b, action is terminated or completed; and , · 

(d) any and all Environmental Liabilities attributable 
to conditions arising out of the use, ownership or operation 
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of a~y Acqpired Facility that are not Allocable Losses'. or 
Assumed Liabilities, including (x) any and all Environmental 
Liabilities arising under CERCLA or similar laws tor·any 
Company's or any subsidiary's shipping of, or arrangi11g. for 
the shipment of, materials for offsite treatment, storage or 
disposal at any facility other than an Acquired· Facility. on 
er·after t;he Closing Date and (y) any and all Environmental 
Liabilities not constituting .Known continuing Conditions · 
tha:t are attributable to conditions arising out of the use, 
ownership or operation of any Acquired Facility on or a'fter 
the Clos:ing Date. 

2.~ Allocation of.certain· Responsibilities. 

(a) _Buy~r for itself .and its successors and assigns 
hereby agrees to, cir to e:ause the Companies and their 
Subsidi~ries to, perform or otherwise' discharge or cause to be 
discharged any and· all Environmental ·Liabilities which {X) are · ·· 
subject ·to section 2.2(b), 2.2(c) or 2.3 and (y) arise ·from · .· 
Reme~iation Claims.or Mixed source Claims where the Third Party 

··Claim co:rnponent of such Mixed Source Claim is either not material. 
or may not be readily segregated from the Remediation Claim ·· · 
component of such Mixed source Claim. . 

. (b) GTE and the Sel.lers, ·for themselves and· ·their. 
SUCCeSs,OrS and· assigns I herel::1y agree to perfOrm or OtherWise 
discha'tg¢ or cause to. be discharged any an!} all Environmental 
Liabiliti~s which (X) are s1l.bject to Sectio_h 2.2(a) and (y). arise 
!rom Remediation Claims or.Mixed Source Claims where the Third 
Party Claim component of' such Mixed.Source Cla~ is either not 
mateJ;ial or may pot be re(:ldily segregated from the Remediation 
Claim component· of. such Mixed Source Claim. . 

(c) The obligation to perform or otherwise discharge 
any· and all Environmental Liabilities which are not covered tiy 
Section :2.4 (a) or 2.4 (b) shall be allocated·. between GTE -and th~ 
Sellers, . on the one hand, and Buyer, · the companies and their , : . 

. Subsidia~ies., on the. other hand, pursuant to the procedure$ .set! 
·forth in ·section 2.6(b). 

2.5 Releases. 

. Buyer hereby releases and $hall cause the Companie~ and 
their Subsidiaries to· release 'GTE, ·each Sell~- ~d their . . . 
Affiliates·trom any and all Environmental Liabilities, except as 
expressly provided. in this Article II. GTE and each seller 
herel:?y:;release Buye;r, the Companies and their SUbsidiarfes'fro1n 
any .and all Environmental Liabilities which are subject to 
Section 2.2(a) hereof. 

6 

_,..,...._IIC:"ThiCo.tTTAI ss OOB9 



2. 6 Procedures .. 

(a) Notices. 

(i) Any· party seeking indemnification of any . .. . .. 
E~wirorun1:mtal· Liabil-ity or potential Environmental Li~ility 
arising frqrn a claim asserted by a~y third party.shall give 
written notice to the party from lifuom indetnnification is 
sought. Written notice to the Indemnifying Party of th~ 

· eXistence of such a claim shall be ·given: by the. Indemnified 
~arty within 30 days: after its receipt of· a written . 
assertion of liability fro~ the third party. Except to the· 
extent set forth in Section 2.6(a) (ii) or sectidn 2.9,_ the 
Indemnified Party shall not be foreclosed. fro~ indemnifica-. 
tion hereunder by any failure to provide timely notice of. ' 
·the existence ·of a claim of any third.· party to· the 
Indemnifying Party e~oept .to the extent that the .· 

·Indemnifyi;ng Party has been·materially·prejudiced as .a 
direct restil.t of. such delay. 

_ .. · (ii) ·· No obligation of GTE or any Seller shall aris.e . 
under section. 2.2(b} or 2.2(0) unless and -inltil Buyer 

· sul:nuits .to GTE .and the pertinent se11er a ~itten ·notice, · 
which must be received' within five years of. the Clo:;ing . 
Date, ,,containing reasonable information sufficient fdr GTE 
and.such Seller to confirm the. nature of the clai~; ~he 
work, if applicabte~ reqttired .to addre~s 'tile claim and .the 
al)ticipated costs and projected timetable to complet~_the · 
work. rn addition, with respect to aclaim.:t;elating .to .. 
Known continuing condit~ons, Buy,er, the pertinent company 'Or 
·Subsidiary shall include the date upon which such condition . 
became a Known CaJ;ttinuing condition. Assuming the notice 
referred to above has been timely delivered, neither GTE nor 
any seller s.hall be obligated to make any indemnification 
payment under Section 2•2(b) or·2.2(c).unless and until . 

·Buyer submH.:s·· to GTE· and the pertinent Seiler a written 
notice containing reasonable information sufficient ·for GTE · 
and such Seller to confirm {A) that the costs incurred.are 
Allocable Losses and {B) that an aggregate o.f $35 I 000,000 of· ' 

.Allocable Losses have been paid by Buyer, the Companies and 
their Subsidiaries.· · · 

. . . (b) Defense... The procedures s~t forth below relate to 
indemnifiable. claims ·• of third parties that are· not covered by 
Sections. 2.4(a} and 2.4{b). · · 

(i) The_Indemnifying Party may, at its option ~nd 
expense, participate in the defense of a claim by any third 
party. At . the ·request ·of the Indemnified Party, the 
Indemnifying-Party shall promptly assume the deferise­
(i_ncluding the costs ther.eofJ of .the indemnifiable claim .•. 
The Indemnifying Party shall retain experienced counsel 
rea£:;onably satisfactory to the Indell!llified Party and there-
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after shall control defense of the claim. Notwithstanding 
the· .foregoing, . the Indemnffied Party shall have the: right to 
retain counsel of its choice and control the defense of the 
indeJilllifiable claim under any of thefollowing. 
circwnstances: · 

. . (lt) The · Indemnifying Party fails to ass\une the 
de:fens·e. of a claim within 30 (lays after receiving written· 
notide of the existence of the claim and, in any event, the 
Indemnified -Party may J:::etain-such co~sel·and·control such· 
defe~se'during such 30-.day notice period (unless, prior to 
the . end o,f such 3 0 days, the Indemnifying Party. assunte:s sucJl 
defense); or · 

. . (y} The Indemnifying Party agrees to · assum.e the 
defense of ·.a claim but ,either reserves· i-ts rigl1.ts to 
challenge, or does not upon request acknowledge in writing, 
its obligation to the Indemnified Party; or 

(z) The Indemnified· Party reasonably bial:-ieves .and . 
so notifies the Inde:mnifyi)lg l?arty in writing that t.ne · 
claim,· eveh·if indemnified for, materially and adversely 
wil,l aff¢ct its business, financial condition or results·of 
operations. . 

. (ii) .If the Indemnifying Party _fails to assume such 
.de:fen·se, ·the Inde):lltlifi.ed Party may compromise· or settle toe 
claim on behalf .of and for the account and risk of the · · 
Indemn:ifying Party,. who shal.l he bound by .. the result. 

· (iii) In all cases, the party without the right to 
control the defense of the .indemnifiable claim may 
participate in the defense.at its own expense and with its 
own. counsel. 

· . ( iv) In the event that any· claun of any third party 
involves both indemnifiable claims and claiins for which no 
inde'llU)ificaticm is owed by the Indeninifying Party to the .. 
Indemnif~ed. Party,, then the Indemnifying. Party and the. 
Indemnified Party .. shall jointly determine· at all ti.nles . 
thereafter the actions to be taken with respect to. such 
claims and .tq~ con~rol, investigati·on, prosecution. defense· 
and settlement thereof. · ·. · 

2~7 '!'ax Adjtist:m:epts. 

·Any amounts payabl~ by the Indelliilifying Party to or on 
1ehalf of an Indemnified Party in respect of an Environmental 
.lability or A11ocable Loss shall be adjusted as follows:· 

(a) ·If such Indemnified Party is liable for any 
additional Tax:es as a result of the payment of amounts. in 
respect of an indemnifiable claim, the Indemnifying Party 
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. . . . 

will .pay to.the·Indemnified Party·in addition to such 
. ~mounts in respect of the Environmental Liability or . 
Allocable Loss within 10 days after beingnotified by the 
Indemnified Party of the pa.:Yment of such liability (i)" an 
amount equal to such addit;ional.Taxes (the "Tax · 
Reimbursement Amountn) plus (ii) any additional amounts 
required.to pay additional Taxes imposed with respect to the 
Tax Reimbursement Amount and.with resJ,iect to amounts pa:yable. 
under this clause (iii) , with the result that the . ·. 
Inr;lemilified Party shall h~ve rec~ved from the Ihdelllllifying 

. Party, n~t of .the payJnent ·of Taxes, an am<?unt eqUal to the 
Environmental Liability or Allocable-Loss to be paid under 
sect:ion 2~2 or 2.3. 

(b) The Inde~nified Party .shall reimburse the 
. Inden:nifyinq Party an alllOU1lt equal to the net reduction .in 
any yeilr in·the liability for Taxes (that.are based, upon or 
meas\].redby.inco:m.e) of.the Indelllllified Party.or any member 
of a· conscilidate~i Cir coinbined tax group of which the 
Indemnified Party is, or was at ariy time, part, which .. · 
reduction .is actually rea1izedwith respect to any. period 
after the Closing Date ·and which reduction would not have 
been re·alized but for the amounts paid (or any audit· 
adjustment or.deficienc:y with respect thereto, if 
applicable)""in res;pect,.pf a Environmental Liability or 
All6cable Loss, or amounts paic:i by the Irt<:}emnified Party 
pursuant to. this pa·ragraph (a nNet '!'ax. Benefit"). The .. 
amount·of any Net Tax Benefit shall be paid not later than 
15 days after the. date .on wqich such N.et Tax l}enefit is 
reaJ;.ized~ whether through a reduction· at Taxes, refund of 
Taxes paid ·or .credit against Taxes due; prov.ided, howev.er~ 
that if the amount of any Net Tax Benefit is subs~guently · 
affected by reason of any event or events, ·including_ any·· · 

. payment of Ta:x:es by such. Iildemnifie~ Party with respect to· 
the loss of such.Net.Tax Benefit upon audit 0 r litigatio~, 
appropriate adjustments and payments to take into account . 
the· increase .or decrease in such Net Tax Benefit $hall .. be" · 
made between the Indemnified. Party and the Inde'IIU"iifying. · · 

.Party within 15 days· after such even:t or events. Any 
eXJ?enses associated with the· realization .of. a Net. Tax,· . . 
Benefit :orany.contest orproeeeding with respect to a Net . 
Tax Benefit sh.all. be deemed to r.educe· such Net ',Cal(: BEmefit •. · 
Buyer ·agrees· to provide GTE.' s independent accountants w.ith 
assistance : a.nd such docUllient.s and records reason~ly 
requested by them that are relevant to ·the;i,r ability to 

. deterinine whether a Net Tax Benefit has been realized .. · 
·including copies of Tax Returns; e.stimated tax payments,· 
schedules, and related supporting document~, provided that· 
such accountant:s w.ill keep confident,l.al all ·information · 

· obta.ined from .review . of Buyer's documents and records and 
only certify to G.TE whether or not a Net Tax Benefit exists 
and the amou~t. thereof. · · 
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2. 8 settlement Limitations. · 

Notwithstanding anything in this Article II to the· 
contrary (other than Section 2.6(b) {ii)), neither the . . . 
Ind~mnifying Party nor the Indemnified Party shall, without the 
written consent of the other party, settle or compromise any 
indemnifiable claim or permit a default or consent·to entry of 

. any judgment:., expept. that . (:l<:) · GTE and the .pertinent Seller m_ay . 
. settle. m:: compromise any indenmifi~ble c1aim if it relates. tt),/ or. 

tJ.ie:alaim resutting in suchjudgment would have given rise:to, an 
.j,nde'm:riifiable clai.ln under Section 2.2(a)and {y) BUyer, the· 
companies and their Subsidiaries may settle or compromise any·. 
indemnifiable claim if·it relates to, or the claim resulting in 

·... such judgment wotild have given rise to; an indemnifiable claim 
·.under Seqtion 2.3(a), 2.3(c) or 2.3(d) (to the extent no 

component of such claim is covered by 2.3(b) ) .• · The parties 
hereto·. agree that any settlement or compromise of any 
indeinnifiable claim by both parties shall,· if applicable, include 
an.agreemerit as to the amount of the Allocable Losses. If a 

. settlement. offer solely for money damages is made by the 
applicable thirt:[.party claimant, and .the Indemnifying Party 
notifies th~ Indemni·fied Party .in writing of the IndellUlifying 
Party's willingness to acceptthe settlement offer and pay the 
'amount, called for by such offer without reservation of any rights .. 
or defenses against the Indemnified Party; the Indemnified Party 
may continue to contest such claim, free of .any participation by 
the Ind,e:nmifying Party, and the amount of any ultimate :liability 
with respect to. such·indemnifiable claim that the Indemnifying·. 
Party has an obligation to pay hereunder sha+l be limited to the 
lesser of {A) theamount ·of the settlement offerthat the 
Indemnified Party. declined t:o accept.plus the Environmental 
Liabilities or Allocable Losses of the Indemnified Party relating 
to such indemnifiable claim through the date of its rejection of · 
the settlement offer and (B) the aggregate .. Environmental. 
Liabilities or AJ.l.ocable Losses of the· IndeJ,nlllfied Party with 
respec.t.to such.claim. If the Indemnifying Party makes any 
payment on any indemnifiable claim, the. Indemnifying Party shall 

. be subrogated, to the extent of such payment,· to all rights and . 
remedies of the Indemnified Party to any insurance benefits or 
other c·lailnS of the Indemnified Party with· respect to such claiin-

2.9 . survivaL 

. . This Article II and the. indemnification·· hereUnder shali 
survive the Closi,ng and shall remain in effect indefinitely,· 
except witll. respect to Sections 2.2(b) and (c) as to Wbicihthe 
indemnification shall survive· for a period of five years after 
the Closing Date.'. Ariy ~atter as tc:> which a claim has. been 
asserted by notice to :the other party pursuant to Section 
2.6(a} (ii) that .~s pending or unresolved at the end of any . 

. app1icable limitation period shall continue to be covered by this 
Article II notwithstanding any applicable statute 9f limitations 
(which the parties hereby waive) until such matter is finally 
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. . 
terminated or otherwise resolved by the parties· under this· 
Agreement· or by a court of competent jurisdiction and any amounts 
payable hereunder are finally determined and paid~ 

2.10.Actual Damages. 
. . 

Any indemnifiable· claim shali be limited to the amotll)t 
of·actual Environmental Liabilities or Allocable LOsses sustained 
bY the Indemnified Party 'and shall be net of any insurance 
proce.eds received from insurance companies, including affiliated · 

. immranc~ c~panies. Notwithstanding anything to the contrary · . 
contained hf;!redn, Environmental Liabilities.or Allocable Losses 
with respect to.claims of th!rd parties shali include . 

. consequential'damages of such third party .(but not of the 
Indelnnified Party). · 

2.11 Assumption By compailies and sUbsidiaries • 

. , Buyer a9Tees to cause each Company and·. each of .thei:t;" 
subs:i,dia~ies to.enter intoan agreement for the benefit of GTE . 
and the Sellers illllliediately after the consuttunation of the Clpsing. 
purs~ant to which .sl,lch companies and such Subsidiaries (i) .will· · 

· as.sume the indemtlification obligations of Buyer s4et forth herein· 
atid (ii) release G,:E, each. Seller and their Affiliates· to the 

·extept set forth in Section 2.5. such agreements will b~ 
stjbstantially in th~ form attached to this Agreement as EXhil;>it 
A. 

2.12Acknowled9Jilent. 

. . · Buyer hereby acknowledges, on behalf of itself, each 
Company and. each·of their Subsidiaries, that (i) with respect to 

·Environmental.:tl,abilities, the insurance policies (and benefits· 
thereQnder) liJ:;ted on schedule 2.12 (the "Insuraoce Policie.s~) 
ha,ve been assigned to .an Affiliate of GTE and (ii} ne:lther Buyer; 

· nor .any: Company or ally s~sidiary of any company shall. have ariy 
rights t6 any .. Insurance ·Policies. (or benefits thereunder) with . 
. re5p~ct to Environmental Liabilities. Notwithst;:mding the 
foregoing~, 'to the e:iCtent that Insurance Policies cover asbestos 
or .hard metal bodily· injury clailllS, the benefits of such · 
In.surance · Policies relliain available to Buyer, any Company or any · 

. Subsidiary of any · c~mpany. 

2.1.3 Treatmtint of Pavments. 

Ali. payments made pursuant to this Article II shall be 
·treated as provided in Section a.e of the NAL stock Pure~$~ 
Agreement. 
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. _ARTICLE III .. 
PERMITS 1\ND'APPROVALB: LITIGA'l'XON; 

CLOSING CONDITIONS 

3.1 Duties to cooperate. 

GTE, each Seller and Buyer shall cooperate and use 
theirbest efforts to obtain (and will promptly prepare all 
registz::ations, filings and applications, requests and notices .. 
pr4!"liminary to), (a) those Approvals and Permits required. by any 
applicable. Existing Eiwironment~l· Requirelllent that are held by .. 
G~E-1. any Seller, any Company or any Subsidiary of any Company to. 
enable any Co:mpany·and it$ Subsidiaries orthe Asst;!.ts to continue 
operations in -the same manner subsequent to the Closing Date as 
before the Closing_ Date, and (b) those Approvals and Permits 

··required by any applicable Existing Environmental ·Requirement 
necE;!;SSaeyto effect the. transfer of the Stock contemplated by the 
NAL .. stock PUrchas~ Agreement and the Assets contemplated ·by the· 
NAL Asset PUrchase Agreement. GTE, each Seller and Buyer shall 
promptly prepare, or cause to be prepared, all registrati<;>ns, 
·filingsand applications, requests andnotices preliminary to all 
suc:li Approvals and Permits and shall furnish each other such 
necessary information and reasonable assistance as the ot:her may 
reasonably request in connection with the preparation of such· 
registrations 1 filings or applications under the provisions of 
such applicable Existing Environmental Requirements. GTE~ each 
.Seller and Buyer shall supply' to ·each other copies of all 
corr;espondenc~, filings or coliURunications, including file 
memoranda evidencing telephonic conferences, by suchparty or its 
Affiliates with any Governmental Entity or members of its staff, 
with respect to_ the subject matter of-this Secti-on 3.1. 

_3.2 Litigation_R~pr~sentati.~n~ 
GTE represents; wal:Tants and agrees t;or itself a,nd each 

Sel1er, and each Seller represents, warrants· and agrees for 
itself, eat:h company the stock of which it_o\fl.ls directly_and each 
Subsidiary of any such Company,.as follows:, ' 

{a} There .is no· order or Action pending or, to 
the ·best knowledge o.f the pertinent -~eller 1 threateneil; · 
against or affecting any company· or any Subsidi-ary of'arty 
company or any of their tangible.prQperties ot assets the 
basis of which· is Environmental Liabilities (()thE!r than. 
Ass'-m\ed Liabilities) and that .individually or- in ~he . 
aggregate would reasonably'be elWected to .ha:Ve a_material 
adv~rse effect on (>.;:) the ability of GTE or any Seller to'· 
conslllllinate the transactions contemplated by the NAL St()qk 
l?·u~chase Agreement or {y) the· continued operations . of the 
Compallcies and their Subsidiaries taken as a whole 
substantially in the manner in ~ich such operations have 
been conducted to date by such entities. 
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(b) Schedule 3.2 lists eachOrder or Action, the 
basis of which.is Environmental Liabilities (other than 
Assumed Liabilities) and that (i) involves a clai'm,. C)r t.o 
the pertinent Seller's knowledge potential claim, of· 
liability in excess of $l.O,ooo,oooagalnst oraffecting.any 
Company or any Subsidiary of any Company or any. of. their. 
respective tangible properties or !lSsets or (ii) .enjoins· or 
seeks to enjoin ~ny activity by any.Companyor any 
Subsidiary of any Company if such injunction would,·or if· 
entered WOUld, (X) interfere with the continued operations 

.of the Companies, their subsidiaries and the Assets taken a~ 
a who~e substantially. in the manner· iri Which such operations 
have been conducted to date by such entities or (y) · 
constitute a Material Adverse circumstance. 

The representations and warranti~s set.fort}l in this section 3.2 
shall terminate at, and not survive, the Closing. 

l.3 c;,nditions. to Closing. 

(a) The obligations of Buyer to effect the Closing 
under the.NAL Stock Purchase Agreement and the closing urider.the 
NAL Asset· Purchase Agreement shall be subject to the followin~ 
conditions with respect. to each Company or the Assets that are 
the subject of such Closing, unless waived in writing by .Buyer:· 

(i) Those Permits and ApprQvals requi~ed by any 
applicable Existing Environmental Requirement to b.e held by 
GTE, any Seller, any company or any Subsidiary of any 
Company to enable such company to continue ~perations.at. ~ny 
manufactu:dng facility or distribution center that ~s an .. · 
Acquired Facilii;.y in substan,tially the same manner. 
s$sequent to the Closing Date as before the Closing Date 
shall have:been.:teceived or obtained on, or prior to or.shall 
othentise be effective as of the Closing Date except for any 
such Permit or Approval the failure to have received or 
.obtained \toUld riot, individually or in the aggregate, . 
constitute a Material.Adverse circumstance or otherwise 
materially interfere with the. conduct of the bu~?iness.at any 
maJtufactur:ing facility or distributhm center that is ·an 
Apquired Facility. 

(ii) Any Permit and Approval required by any 
applicable. E.xist;lng Enviroxunental ·RequirelQent necessary to 
effect the transfer of the Stock of. such· ·Company Qr the· 
trans.fer of Assets shall have been received or. obtained on 
or: prior to orshall otherwise be effective a~ of the · 
closing Date. · 

(iii) No Material Adverse circumstance with· resp~ct · 
to the· Business based on a condition that·could give rise to 
an Enviromn.ental Liability not known to Buyer as of the date 
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hereofshali have OCCUrred and be Continuing aS ·Of the 
Closing Date.. · · 

(b) The failure to receive any Approval or Pe:rinit. 
req!lired under section 3.3(a) .(i) .shall not excuse Buyer fro'm its 
oblii;r'ations to consUltilllate the Closing if the Governmental Entit;.y 
from which such Approviil or Permit· must be received (i} _provide!; 
reasonably satisfactory assurances to Buyer that such Approval or 
Permit will be issued or otherwise reJ!tE!died afte~. the Closing 
Date and (ii) allows operations to. continue without the · . 
imposition on Buyer, any company or any Subsidiary of a~ fines,· 
pena~ties or other sanctions or any :ntaterial limitations on the 
affected operations. · 

UTICLE.IV 
CONTINUING ·COVENANTS 

4.1 Obligation to Maintain Records. 

Buyer shall maintain, or shall cause the Companie~ and . 
their SUbsidiaries to maintain, any records or othiar documents . at:·.··· 
the.Acquired :~facilities relating to the subject matter of this 
Agreement for at least five years aftel:" the Closing [)ate; .··. 
nrovided that·if Buyer, any Company or any Subsidiary makes a 
cilal.m. against GTE or any sei;ter under the terms of ·this . . . 
Agreement, Buyer shall maintain, or·shail ·cause the pertinent 
Company or Subsidiary to maintain, any record~ or other.documentS. 
relating to such claims until such claim is resolyed; and 
)2rovided further that with respect to.any record or other; 
documents relating to any matter within the scope of Assumed. 
Liabilities, Buyer shall maintai,n, or shall cause the pertinent 
Company or Sul;>sidiacy to maintain, any such record or other 
document$ indefinitely or'until such_ time .as the pertinent Seller 
sb~ll notify Buyer that it. is no longer necessary to :maintain 

·such records or other d~,?cuments. ·. GTE and the pertinent se:Uer 
also shall :ntaintain any records· or other documents rel~tinq ·to 

. the subject matter of this Agreement for at:· least five yea:rs- · 
after the Closing Date. · · 

4.2 Coopera~ion Be~ween Buyer and sellers A~ter the 
Closing Date. 

(a) . SUbj¢ct to- doctrines of le.qa.r privilege, Buyer 
shall.cooperate ~itb,· and s~all cause the Companies and their 
Subsitlia..r;i~s .to cooperate· with, .GTE and each Seller to tlle ext;.ent 
necessary to ~llow GTE. or such Seller to,. among. otner things, .. 
obtain access:to all or atlyportion of the Acquired Facilities, 
and to records. or other documents in the pe>sses~ion or control of. 
Buyer, ahy Company or any Subsidiary~ In addition, (i) GTE and 
each Seller a~,:Jref!, to permit Buyer ancl/or the pertinent CoJnpaily or 
Subsidiary ·to be present and .. participate in. any negotiations with. 
the. Governmental Entities having jurisdiction with respect to any 
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wa:rk.to be undertaken hereunder and.(ii) Buyer agrees to p~rm:i,.t, 
and shall cause the CompG!.nies and·thei.r Subsidiaries to.perinit, 
GTE and the pertinent Seller to be present and participate in any · 
ne(Jotiat:ions with the Gov.ernmental Entities having jurisdiction 
with respect to any work to be undertaken hereunder. · . 

(b) If after the Closi~g Datei GTE, any Seller or 
Buyer, any, .Company or any Subsidiary must comply with any · 
Environmental Requirement..- or if GTE,. any Seller or Buyer,.any 
company or any SUbsidiary. is subject to any claim or·~ct:ion wit)l 
respect to Environmental Liabilities or Assumed Liabilities, GTE, 
such Seller and Buyer sha;n coopE!rate, and Buyer shall caus~ the 
Companies arid their SUbsidiaries to cooperate, to the extent · 
necessary to· permit· such actions. to be ta~_en as may be nect;tS$ary 
to comp).y-with such Environmental Requirement:. Buyer shall · 
provide, and shali cause tlie. co:mp·anies and their Subsidiaries to 
pJ::ovide, the· pertinent Seller with notice as sqon as practica_ble 
of (i) any oral or written communication relating to Ass~ed 
~labilities and (ii) any condition that has become a· Kno.wn 
c6ntin"-ing Condition (and in any event such notice of a Known 
continuing condition shall -b~ given no laterthan one year from 
such·cond:;ition becoming a Krlown Continuing Condition). 

l\RT+CLE V . 
EXCLUSIVE AGREEMENT 

5.1 -General. 

'GTE, each £:;eller. and Buyer, for themselves and their 
kffiliates and for their successors and assigns, acknowledge that 
-all·rights, liabilities,. r~presentations, warranties, 
disclosures, indemnifications, remedies and any other matters 

. relating ·to RegU.lated Materials, Environmental Requirements, .. 
Environmental Liabilities and Al.locable Losses.shall be governed 
·for all purposes by~ this. Agreement; nrovided. that the general . 
terms of Sections 4·.1,. 4.2(a), 4.2(b) (i), 4.3, 4.4(ii)., · 5.3, 9.2, · 

. 9. 5, 9.6, 9. 7, 9.8, 9.9 and 9-.10 of the NAL Stock PUrchase. 
Agreement shall apply to such matters and are incorporated herein 
by reference. . 

s.i 'Permits and Approvals .• · 

.Without limiting the scope of Section 5.1, any matter 
relating to any Permit or Approval issued or required to .be. 
issued _pursuant to·. any Environmental Requircilient shall be. 
goye:rned tor all purposes ·by. this Agreement~ 
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AR'l'lCLE VI: 
MISCELLANEOUS 

6.1 DocumentarY con~entions. 

This Agreement shall b~ ·governed by all the Docuinentary · 
. conventions. 

6.2 Termination.· 

This Agreement shall terminate (a) in its entirety if 
the NAL stock Purchase Agreement te~inates pursuant·to section 
7.1 thereof, or (b) with re.spect to any Assets,. if t:t,.e.NAL Asset 
Purchase Agreement is terminated with respect to sucih Ass.ets. : In 
th~ event that this Agreement shall be terminated:on accbrint of a 
termination of the NAL stock Purchase Agreement pursuant· to 
Section·7.1 thereof( the parties shall have no fu.r:ther rigll.ts or 
liabilities hereunder. In the event that this Agreement shall be 

. terminated with respect to any. Assets pursuant. to the NAL Asset · 
Purchase Agreement, the parties shall have no further rights or .. 
liabilities under·this Agreement with respect to such Asse:ts; · 
provided· that all other rights or liabilities .. hereunder shall 
remain. in full force and effect. 

6.3 survivaL 

Except as provided·in Sections 2.9 and 6.2 of this 
Agreement, this Agreement, its terms, conditions and limitations 
shall SUrVive the Closing Date and shall remain in full force and 
·.effect indefinitely. 

6. ( Ef.fective riates. 

The prov1s1ons of Article II of this Agreement shail 
take effect, as·to any company_or any Assets,·as of the·closinq 
relating tp the.acquisition of .the Stock of such Company or such 
Assets. ·· Al-l other provisions of this Agreement shall take effect 

. upon the date of execution hereof. 

6.5. Assignees of Buyer. 

. References to Buyer in. this Agreemen~ shall be deemed 
to include any Person to whom Buyer has validly assigned its 
rights under the NAL Stock·Purchase Agreement or NAL Asset 
Purchase Agreement to acquire any of the Assets. 

6.6 Join~ and seve~al Obliqationst 

. Siemens shall be jointly arid severally liable for any 
and. al"l liabilities, covenants,. undertakings and obligations . 
undertaken by Buyer under this Agreement . and entitled to assert . ·. 
all rights and defenses available to ·Buyer .hereunder. Without· .. ,. 
limiting the generality of the foregoing, all covenants and 
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liab'ilities in thiS Agreement that refer to Bttyer·shall be deemed 
to be. c<?ven·ants and obligations of both Buyer and siemens. 

-IN WI~NESS WHEREOF, the p~rties have caused this 
Agreement to be executed by their authorized representatives as 
of the·i.late .first above mentioned. 

I . ,' ' ' ' • ' 

.r.~·t>:'J7'TOFNTT AL 

SIEMENS CORPoRATION 

By:___.._.;__---::;(.g_. =--7_...1 __ _ 

rts: p~,~ •'c£o 
i· 

By:·--~------~--------~ 
Its: ____________________ ___ 

OSlW! A?IiiiS~T~ON. CO.· RPO)lATioti . 

By:. . U .. ,u 
Its: Pp_e-<:r:~ ;~,.. ,.,_' C£ oc.. 

By: 
/.--·v~~ 

~ .. v.· Its:~~~~A~~~e~~~~~·~·rr-~~--

17 
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GTE PRODUCTS OF CONNECTICUT 

CO~· RAT:i:ON .· . /, ... ·... . ' 

By:·d!_i£-C?.;(~ 
Its: G'tz.es:. ot;:,...--r 

:::&:32--y 
. GTE INTERNATIONAL INC~RATED . 

By:xc~£:~~ 
Its: . f!c.i'fffe.,~-rz€0 · 5u~NA'fni'( 

18 
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Kana.as . City Comerce 
· center Building< #17 
1754-o"l.' 

Kansas City COmmerce· 
center Building, #17 

1754-02 ' 

Gri: Transport 
(truck terminal} 

.0492-01 ' 

Beaver Development 
1776-01 ' 

· GTE Tran~port 
0494-01 

1763-01 

Facility Nam.e · 
and/or Code 

GTE Products Corp. 
:1598-36 ' 

1599-09 

1599-:-19 

1599.:.15. 

1599-02 

1599-04 

1598-10 

.'1598-41 

1599-27 

1599-21 

9755-9771 COmmerce *arkway 
·t;;enexa 66219 

" 
9755-9771 Commerce Parkway 
Lenexa 66219 

428 Fairman Road 
Lex·ington 40512 

215 ·Beaver Drive 
Dubois 15801 

Road 6, Box 35A Bowman Road 
Thomaavill.e 17404 ' 

750 South Michigan ~treet 
seattle 98108 

LYGilTING INTERNATIONAL 
LEASED PROPEitXl 

Address 

Royal tnduatria1·Pa±k 
Edificio c. carr 869 KM·l.S 
Catano 00936,-4384 i 
1153 Pioneer Road ' 
Burlingt0n, ontarioi 

5824 Burbank Road s+E. 
· · Calgary • Alberta T2l;I1Z3 

8 Ralston Avenue i · 
Dartmouth, Nova·Sqo~ia 

2259. Champlain Stre~t 
Dieppe, New·srunswick 

143~5 121 A Avenue : 
Edmonton, Alberta 15L2T1 

131. Consortium Court, #101. 
London, Ontario 

131 consortium Corut, #70S 
London", ·Ontario 

2001 Drew Road-
.Mississauga, ontario LSS lS4 

2301 Dixie Road 
Missia~auga, Ontario LSS 1S4 

46 Grenfell Cre,scen~ 
Nepean, ontario 

490 Waterloo court 
Oal!.awa, Ont.~io· 

4 

ss 

USA 

USA 

USA 

USA 

PA USA 

USA 

·'',: 

Countrv: 

USA :.·\, 

canada 

canada 

Canada. 

canada 

Canada 

caqada 

canada. 

canada. 

~da 

o1os 



•. 

1599-18 275Ci chemin ste. Foy Canada. 
Ste. Foy, Quebec G1Vl'V6 

1599-o.s 1555 J.: McDonald Street .canada 
Regina, Saskatchewan 

1599-20 2060 Van Dyke Place . canada· 
Ri.chmond, British COlumbia 
V6VlX9 

159~-13 824 43rd street East Canada· 
Saskatoon, saskatchewan 

1599-11 775 St. Jean Baptiste canada 
Lea saulea, Quebec 

1599-17 43 Sagona Avenue canada 
St. Johns, Mt. Pearl 

·Newfoundland 

1599-12 4935 Levy Street canada 
St. Laurent, Quebec 

1599-08 1620 Highway 6 canada 
·Vernon, British COlumbia 

1599-07 108-2740 Bridge Street -_canada 
Victoria, British COlumbia 

1599-14 540 Marjorie Street canada·:· 
Winnipeg, Manitoba R3H089 

1599-01 380-550 Century Street canada 
Winnepeg, Man,itoba 

AUTOHOTI.VE MINIATUIU'.: LIGUTIMG 
LEASED PROPERXY 

Facilit:t.NiliDe 
andlor-Code Addreta: state cOuntry 

autidtng n. 2025 Fii:st street IN USA 
·oS62--02 seymour 47274 : 

. :··. 

Building 13 1.104 "A" Avenue west IN USA 
0562-03 seymour· 47274 

PREC·ISION KM:&UALS ·GROUP 
CHENICAL AND ~GICAL. 

LEASED PROPERTY 

Faci.li.ty Narae · 
and lor. Code. Address State cOu:n"tri: 
0571-03 100 COnstitution Plaza CT USA 

suite· #1532 
Hartford 06103 ,,._ . 

. Wa:eebciuee Exeter Corporate Park USA 
0553-02· Exeter 03838 

l!l'l.-15102..S.V1 5 
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::;ylt:con,. Inc. 
0544-03 

Syltron, Inc~ 
'0578-01 

Facili.ty Name· 
and!or COde 

(Coil) 

(Wi:re) 

G~ Products.eorp. 
Metal Stamp GP 
0521-0l . 

Sales Office 
0504-05 

sales Office· · 
0504-04 

Salea Office 
'0504-03 

Agway Property 
0506,-02 

GTE PrOducts Corp. 
0524-01. 

circuit Assem Op/ 
Fiber Optic op 
0512-01. 

Facility Na~~~e 
and/or Code 

.Co!llmerce·Way 
0534-01 

Parking· Lot 
0531-02 

P.O •. Box 599 
Luquillo 00773 

P.O. Box 1020 
Luquiilo '00773 

PRECISION )IM7;RIALS GROUP 
ELECXRONXC CONTROLS AND MATERIALS DXVISION 

LEASED PROPER!tY 

Addrc;u 

18 Park Road 
watertown 06795 

1025 Front Street 
Binghamton 13905 

8·75 Walnut Street 
cary 27511 

425 West Schrock Road 
westerville 43081. 

Lexington.Avenue and Parker 
streets · 

Warren 16365 

·Road 909 P.O. ·Box·· 8790 
Humacao 00792 

·2333 Reach Road 
Williamsport 17701 

PRECISION HA'rElUU.S GROUP 
GLASS OPE~IONS 
LEASED PROPERn 

Address 

135 COII!merce Way 
Portsmouth 03801. 

1193 Broad Street 
central Falla 02863 

6 
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Facility lfpe 
and/or cOde 

1302-03 

.stockrOQIII/Print Shop 
13;za-o2 
Hi.tchell Road warehouse 
1353-02 

Nashua - EOO 
1352-01 

. · .. l"ac:ilitr ·u&me 
and/or· ·COde · 

GTE Products COrp• 
1323-oi · 

Versailles·Lamp Plant 
1321-01 . 

Danvers' Fluorescent Plant 
1328-01, .. . 

GTE. Products Corp. 
1338-01 .. 

GTE Products Corp. 
1340-01 

Sylvaniacomi;)onentes 
Electronicos SA·· 

1323-02 

Facility N.._e 
·and/or COde 

1475-01 

EPG~. 
LEASED l'ROPI'!R±t 

Address 

10 Hutchinson Drive 
Danvers 01923 

5 Hutchinson Drive 
Danvers.· 01923 

26 Mitchell Road 
Ipswich 01938 

5 State.Street 
Nashua 03060 

SYLVANIA LIGHTING DIVxSIQN 
SYLVANIA LIORTING MAHUFAc.tl1RING 

OWHED PROPER!rY 

Address 

416 East .washington Street 
Winchester 40391 

900 Tyrone. Pike .. 
Versailles 40383 

75 syivan street 
Danvers· 01923 

65'5 .south. Willow Street 
Manchesteil:' 03103 

835 Washington~Road 
St. Marys 15857 

Parque Ind~strial 
A.J. Bermudez-Apdo 
Postal No. 1117 
Juarez, Chihuahua 77917 

S'lLVAHIA LI~UW: DIV7SION 
sYLVANIA LIOB!i!IHG SRRVXCES 

OWNED. PROPER'n 

1521 West Broadway 
Ailaheim 92802 

7 

CONFIDENTIAL 

state·· 

KA 

MA 

MA 

Na 

~ 

KY 

KY 

MA 

NH 

PA 
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USA 
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Facility Name 
. and/or .Code 

1775-02 

1741-01'. 

1750-01 

National CUstomer .. 
.support Center~ 

1774-92 

1775-0i 

1713-01 

1772-01 

1770-01 

Facility ~ame 
aud/or.eode 

Building #l 
0562-01 

Building #4 
0562-04 

G1'E Sylvani.a 
0561-01 

Facllity,:.lfl!U!e 
and/or COde· 

Sylcan 
1604-0l 

Sylcan. 
1602.-01 

. ·Sylcan. 
1605-01 

.. 

SYLVANIA LIGErlNG DIVISION 
CUSTOM&R SUl"PO!tr 

OWNED PROPERTY 

Add.ress 

1651. south-Archibald. Avenue 
Ontario 91761 

5169 Pelican.Diive 
Atlanta 30349 

800 Devon Avenue 
Elk Grove Village 60007 

North Union Street 
Westfield 46074 

lOS Andover Street 
Danvers 01923 

3950 'lteriture court 
COlumbus 43228 

7485 Industrial· BoulE!vard 
Allentown 18106 

2040 McKen~>.ie Drive 
carrollton ··75011-5018 

· AtJTOMOTIVS AND MIHIA!WRE LIGHTING 
OWNED PROPER!I:t" . 

Ad,dress 

.1231 . .,A" Avenue North 
seymour 47274 · 

700 "B" Avenue East 
seymour 47274 

275 West.Main street 
Hillsboro 03244 

. LlGIITDJG :t~OHJIL 
OWNED PROPBRft . 

Address 

8.501 Jarry strf;!et East 
Montreal, Ville D'Anj·ou 
Quebec BlJ · 1B1 

54 Atom1c Avenue 
Toronto, ontari.o M82 SL4 

l Rue Sylvan 

state Country 

cA USA 

.GA • US]~; 

IL USA 

IN USA 

MA USA 

OR USA 

PA USA 

TX USA 

.... 
-~ Count& 

IN USA 

-IN USA 

USA 

~ .·_£mmta 
. canada 

canada 

Canada . 
Drummondvi.lle, Quebec J2B 6V8 

8 .Ex .. ~ 
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PRECISION HATElUALS GR.~ 
CJIE)JICAL JUm METALLURGICAL 

OWiffl,D PROPBRn' 

Facility Name. 
and/or Code Addre&s state t::ount!J': 

GTE Chemical and Metal· 
· Products 
0575-01 

GTE Chemical and Metal 
Products . 

. 0573-01 

0554-01 

A~ay·Warehouse 
0544-02 

Waldoboro COil Operations 
0544:-01 

G'n:. Emia.sive Products 
0553-01 .· 

GTE Chemical. and. 
Metal Products 

0571-01 

178 Bridge street 
Naugatuck 06770 · 

1535 Island Ford Road 
Madisonville 42431 

Estes Street Dock A 
Ipswich 01938 

u~s. Route 1 & Maine 
.. 202, 
Waldoboro 04572 

405.Friendship street 
waldoboro .04572 

Portsmouth Avenue 
Exeter . 038:33 

4 Hawes Street 
Towanda 18884 

CT 

MA 

ME 

ME 

NH 

PA 

PRECISION MATERIALS GROUP 
ELECTRtliHC CONTROLS AND MATERIALS DIVISION 

OWNED PROPERTY 

Fa~i.lity Name 
· Addr~·rss andlor. code state 

Bangor- Weld 200 Sylvan Road ME 
0516-01. Bangor 04401 

GTE Products <::Qrp. 1128 'Roosevelt PA 
0510-01 Avenue 

Yoz:k 17404 

Warren· COmJ?iex · al6-20 Lexington PA 
connector Products Ave 
0506-01 Warren 16365 

Warren Complex 625 ;r..exi.ngton PA 
· Metals Produ.<:ts., Op . Av~nue. 
0508-0l· WarrEtn· 16365 

Sylvania aural Road 189 PR 
Manufacturing bl.. 9 
0523-01 Gurabo · 00658 

iln-15102.5.'Vl 9 
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Facility.N .. e_ 
. and/or: cOde 

GTE- Products 
Versailles . Glaa·a 

. 0533-0,1 

GTE ProO,ucts Corp. 
0532-01 

central Falls 
Gliuis ()peration 
0531-01 

• rac:i.1i ty Name 
and/or. COde ... 

EPG ·Headquarters·· 
1302.:.{)]_ 

Ipaw:ich.EOO 
1353:-0;1" 

GTE .. Product'~ Corp. 
1362-()1 

liU-lS102S •. Vl 

PREC:tSION K1U'f!l'llALS GROUP 
GLASS OPERArlONS 

OWNED PROPERn' 

Adarei!UI 

;woo Tyrone Pike 
Versailles :40383 

1 Jackson Street ·· 
Wellsboro 16901 

1193 Broad street 
Central Falls 02863 

Address 

100 Endicott. Street 
Danvers 01923_ 

One.Estes Street 
Dock.B 
Ipswich 01938 

60 BOflton Street 
Salem 01970 

10' 

_,....._,......-_..,... h.:::'a.I"'T'T A. I 
. . 

countu·. 

KY USA 

PA 

RI USA 

~ eoimta;y 

·AA USA 

MA USA 
-·:r 

HA USA 

.·: .. 

. ,_ .. ,( 

', ~ ·. 
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. f'Qt icv lluober COyerage fi"OII 

2ZH~SS2400·0 05/01/62 

3VHS2-'00·o · .OS/01/63 

4ZIHiS2400•0 - OS/01/64 

5ZM•SS2400·0 . 05/01/65 

. QH~S52400·0 05/01/66 

7ZH-552400·0 05/01!67 

ilZH~S52400·0 . 05/01i68 

9ZH·552400·0 05/01/69 

OZH-552400·0 05/01170 

U!!-552400·0 "05/22/7! 

2ZH-S52'iOD-O ostotm 
lZH-552400-0 ostotm 

·. 41tl~5'52401l"0 0510'174 

. < 5ZH·S52400,0 · 05/01175 

62H ·578330·0 · 10/01fl6 

tiJI-51'8330-0 ostotm 

BZM-576no·O 05/01/78 
; ,. 

9Z!4·511IDQ·O 05/lht79 

.OZH·57B33Q-o 05/01/80 

1ZH•5711330·0 a7to1/B1 

2ZH-51'1I330-0 07/(11/82 

3ZK~57Bl30-0 07Jo1i53 

3ZH-57a330·0 (17/01{84 

3Zfi··518Do.o . 07/01185. 

3YM·578330·0 · 07/01/86 .. 
. 3YM-S7'8n0·0 .. . 01/01/87 

-3JM~518330·0 ·'.:. 07/01/88. 

. '3YL•945140-0 07101/89 

. 3tt-945140·o . 07/01/90. 

. 3l:l~945 ;40·1 07/01/91 

l!"tl-151025.Vl 

. SCHEDULE· 2 ~ 12 '1'0. 
NAL ENVIRONMENTAL 

AGREEHEN'J'. 

List of Insurance Policies 

· P.eriod To Spoc.ific Insuring~ ~~-
OS/01/63 · Mll:ri~ M;torists lftwr.enee ~. ·Pri~~a,.Y 

OSf{lt/64 A:~oer'ican· Motoristli lnsureno;e C~ .. Pri&aary 

OS!Of/65 · . ~rican Motorists rnsura/lC:e ~ Pl'i.IMrv 

05/01!66 Mel"i.can Motorists Insurance.~ Primrv 

"05/01!67 ~ioan Motorist~> tnsunonce Coapany Prlmrv 

(15/0t/66 Alaerican Mo~orists l~e Cl)llpaTly Prilllliry 

OS/01/69 Ameri~ Motorists lnsur~ company Prf~~~ai'Y 

ostotno M!erican Motor-ists Insurance·~ Prillllry. 

05/22{71 Atnedcon Motl)l'ists Insurance. C.~ny P~imai-v"-

ostotm AA~ericen Motprist~ Insurance C!:>nPanY Pd&aarv 

05/01/T.J ." AmeriC81'1 Mo~cidsts lnsuranc:e ~ · Prilllll:rv •· 

05/01174 Alllerican Motorists lnsurbnee t:i:wrpany . Pr-i~~~ary · 

05/01175 .&.a>erlcllri Motorists Insurance ~ Prii.arv·· · 

·10/0lfl6 ~rican Motorists Jnsurenc:e c~ Ptilllai:Y . 

os;otm. American MotOI"ists lnsurance· .c;onpany . Pri11111rv 

05/01/78 ~rlcan MOtorists Insurance COmpany Pr:l~tv' 

05/01179 Alllerie&n Mot<!l'ists Insurance ~ Pri .... rY · · 
05/01/80 l,lllel"lean Mot.orists. Insurance C~ PriNry 

0(/01181 Anroerican Motorists Insurance coap&ny ·Pri•ry 

. 07/0t/82. ·lillleri~ Motwists Jnsur.-.ce CQapmy. .J>r'illlitrv 

fiuova3 · Alael'iCM llotorist$ insuranee -~·· P!'i~ 

07101/64 Mer-ic:an KotorisU ]ll$U!'ence c~ h'haal'v .. 

07J0118S lllrler-ic:an Mot~lsts Jnsur.-.ce t:OrlpOny PrlMMI 

07/01{86 Allied~ Motorfsts Insurance ~. Pl'l~~~ry 

07/41/67 Mlerfcan tlotorlsts t_._ CGapany Prf.tY. 

07/01/88 ~ric:an Motorists Insurence ~ . Pr~ry, 

07!0118? Americ:M Hotorisu ll\$lll"'lnn:e ~ · Prf_.,._ 
-· 

07!01/90 ltllbemens Mutual CeW&lty ~ Prt~~ary 

07/01/91 lurbe1'1!11enS Mirtuat c-.atc:y COIIJliii'IY_ PdMttv 

07/01/92 lurbemeni ltutua~ Ca$ualtY Collpany l'ri•rv 

ss 0112 
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Pol icy lluober ~f..-' l"er'iod T11 s:pe.cific 1~il1!f ~ ~T-: 

3.tt·945'i~-1 , 07/01/W. 07/0t/~ .lU'Ibenlocns I!Utw\ Cas).la~~ l'ri.Mrv 

82H~S5l40t·o 05/01/68 05/01169' A~Derican Mcitbrbu lnsu~ c~. Ex(:eSS 

9.<M~S5Z401·0 . 05{01/69 "05/01/70 ·Airerfcan Motori st!i ln!iurl>rlCe COIIp&Oy Exeii!:Ss 

0211~552401•0 , . 05/01/70 OS/01/71 llmerfcan Hotori sts Insur-ance toq,any Exee$S 

.1lii·S5Z401·0 OS/01/7.1 05/01{72 AlDe:ritar\ Motorists Jnsurance,~ny EJ[Ce$.$ 

221(-552401·0 .05/01{72 . 05{01/73 Americ«~ tlotorists lnsur~ ~- ·-flleeS$, 

3ZII·552401·0 05/01173 05/01/74 · Americ:ao Hot<iri sts Insur-ance ~ Exces;S 
'• 

4lii·SS2401·0 05/01/74 OS/01/7S ,, AMerican ftotorists (nsutai'ICt! c~ E11cliss 
,,'''• , 

5~1H5240l ~0' ,05/01175 •. 10101/76 American Motorists ltiSUNinee c~ I;~$ 

. -~--
~ . ·: 

ss 0113" 



Facili:tyH!lme 
and/or COde 

sylvania. Gbfuponeritea 
·Electronicos·' SA · 

~323-'03 

Sylva:nia Lighting co. 
1447-01 

~otter Pak 
1340-'02 

· Facility HD.IIIe 
and/or COde 

'1471-01 

1474-01 

1472'-01 

1473-01 

1476-0l· 

1455.;.01 

1492.,..01 

ACOUIRED FACI'LITI!!S 

SYLWUCIA .LIGB!t·iNG DIVISION 
SYLVANIA LlGSTltfG. KANUFAc.rtJRDIG 

LEASED PROPERn' 

Addresz; 

Parque Industrial A.J •· Bermude:r:­
Apdo 
Juarez, Chihuahua 77917 

Road #195; P.O. Box 487 
Puerto Real, Fajardo 00740 

RD#l, Box 252 
Rou~ette 

SYLVANIA LI:GJiTING · DIViSI:ON. 
SYLVAHIA LIGHXING -SERVICES 

LEASED PROPERTY 

Addre5& 

3404~3408 West Flower 
Phoenix 85017 

30675 Huntwood Avenue 
aay\.tard 94544 

10537.Glen Oaks Boulevard 
unit c 
Pacoina 

2 Light Sky court 
·sui.te 1 
sacramento 95828 

7868 Convoy Court 
San Diego 92111 

4930 Fox·Street 
Unit A · 
Denver 80216 

51 Giles Avenue 
New Haven 06473 

2912 NW 28th Street 
Ft. Lauderdale 33341 

1 

CONFIDENTIAL $S 

SCHEDULE 1.; 1 TO 
HAL ENVIRONMENTAL·: . '. 

AGREEMEN'l' 

~ ·Couuta 
Mexico. 

PR USA 

PA USA. 

country 

.AZ USA 

CA USA 

CA USA 

CA USA.· 

CA USA 

co USA 

USA 

FL ·usA 

0102 



.. '··. 

iraciiity Name 
andLor Code Address State CO!ffitq·. 

145.2"-.01 ·:zo7 Kelsey Lane FL US>\; 
Suite A 
Tampa 33619 

1488-01 3070 Rooae1J•e1t Highway GA USA 
Atlanta· 30349 

1498-01 96-1185 Waibona street HI USA·· 
Pearl City. 96797. 

1466-01 1201 Lunt Avenue I:L USA. 
Elk Grove Village 60007 

.1461-01 221 Harl;to:r Circle LA USA 
New Orleans 70126 

1451-01 56 Holten street MA USA 
Woburn 01801 

1459-01 . ·tsoo caton·center Drive MD· USA 
Baltil'llore ·znz1 

1483-'01 1ii1so Wayne Road Ml :USA 
Livonia 48150 

1496-01 4320 West Papin MO USA 
St.- Louis . 63110 r-

HB9-0l 572 Griffith Road NC USA 
charlotte 28210 

1481M01 1 jules Lane NJ USA 
New Brunswick 08901 

1480-01 3428 Hauck Road OR USA 
Cincitmati 45241 

. 1487-01 10950 s.w. Fi.fth street . OR USA 
Beaverton 97005 

. ~494-01 1012 corporate Drive ~A USA 
Suite F 
Export 15.632 

1495-01 1985 Thomas Road TN USA 
Memphis .. 38134 

1462-01 2467 Fabens TJ( USA 
·Dall·as . 75229 

146s..;oi 428 Garden Oaks ·Boulevard. TX USA. 
Houston 17016 

14.84-01 6707 south 216th Street WA USA 
seattle 98032 

1490~01 3725. c North 126th Street WI USA 
Milwaukee 53005 

2 Ex.,eut~on· 

. r.oNFTOF.NTIAL ss .•. :·· 



·Faci.li.t.j Nam.e 
. and/or .Code ·· 

Koll ·center 
14'45-07 

M<:eandless -:ro...iers 
1445:--09 

One.OTC 
1445-02 

High Point .Business center· 
. : 1445-15 

Two L_akeway ·Center. 
1445-14. 

Commerce Park'south 
1445-06 . 

· lnterchange West 
-~445-16 .. 

Crownpoint _Corporate Center 
'1445-12 

Onive'rs.ity Co~rate Center 
1445..-04 

One·Ashview Place Ltd. 
1445-01 

. The Spectrum 
1445-05 

BuiJ,di.ng 610. 
1445-13' 

. Unisys 'l'owers 
1445-03·. 

One Hyatt -Plaza 
1445-ll. 

Fe.ciU.ty N~. 
and/or Code-

National Customer 
Support center 

1714-01 

l!'ll-151DiS.V1 

SYLVANIA LI:Gir.ClNG DIVISION 
HARKE:TING 

LEASED PROPERXY 

Address 

500. North State C011ege'Blvd. 
suite #1400 . 
Orange .92668 

3945 Freedom Ci:tc'le 
Suite 1230 
santa clilra 95054 

5251 DTC Parkway 
Denver 80111 

9"417 Princess Palm Drive 
Suite #715 
Tampa 33619 

·3850 North Causeway.Blvd 
Metairie 70002 

3200 Greenffeld 
Dearborn_ 48120 

435 Ford Road #1025 
Minneapolis 55426 . 

2'201 Coronation Boulevard 
Suite lSS 
Charlotte 28227 

77 Bro~dway 
Buffalo -14226 

10560.Ashview.Place 
Cincinnati 45242 · · 

6060 Rockside Woods Blvd 
Independence 44131 

Freedom Busine.ss Center 
King. of Prussia -19406 

13430 Northwest Freeway 
Suite #675 
Houston 77040 

12701 F~irlakes Circle 
Fairf~ 22033 

sn.vAiuA LIGJn~ING nxVI:stoH 
. CUSTOMER SUPPORT 

LEASED PROPERrY 

Address 

Nortb.Union Street 
West~ield 46074 

3 

State Couat:r;:r:· 

CA .USA .. 

•' 

CA .USA 

co USA 

FL USA 

LA USA· 

MI USA 

MN USA 

NC ·USA 

NY: USA 

OH USA 

OR U$A ,._·. 

. .!' 

P!\. . USA 

TX USA 

.VA USA 

state, CQlillin; 
;tN ·usA 

$S 01.04. 
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List·of Litigation 

None. 

. r.ot.u=.TOJ=NTT AL S$ 

SCaEDut..E 3~2 '1'0 
. N1\:.L EHVIRO~N'l'AL .. 

AGREEMEN'l' · .. 

,,.; 

'' 
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State of New York } ss: 
Department of State } 

I her dry cerrify that the annexed copy has been compared wirh the originaf documem filed f:ry the Departmeiu of 
Srare and that the same is a crue copy of said original. · 

Witness my hand and seal of the Department of Stare on NOVEMBER 27, 2002 

Secretary of State 

DOS-200 (Rev. 03/02) '' .. - ~.: 
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C:EXEIL\L TI·:LEI'IJOXJ.: ('0Hi'OlU'l11l>: 

J •n::--;i·~~T Tf.l Atrru·r.t: .,.rwll nt-· ·n!J: 

S-rot·l~ { •Du••nn.\TUJ!'= Ll\\", 

'r", tJ.t; muln~i::-nMI, oll'sifin~ to form :t <'oqmmtion 
purl'lUiltl' In ,\rtklt· Two of thl' Stl}dt ('orpornlion I~"~"' 
,;f th•· S'lnl{· ~r :s:~"· York, do lwr•·l"· mnk<:>. ~uh~~riht> nml 

.lwblmYh;tl)!.<' thi!! Crrlifirn!;• for !lu;t pnq~·~··; _}wreh~· cH­
tlfyillJt ll~ f11llows: 

Section 1.; Th~ nnme of the proposc•J C'orpomtion i~ 
n,;~ f;!i.\J; 'ft:LE!'II•>:q: Cmwon.\T!H:< Ot!'Tt'tllnftH ··all('• I 
".!his· Corporntim1"). \ 

Section 2. AU n•ft<rem·t>s in this t'l't·tifio·alc to "Ht'<'· 
! ions" n:1ul "I'n rn:rrliJ>lH•" un• 1 o the t'Hrr•·~poll<.lin:r ~t'<'· 

.lion" nnil pnrn:rtaphs of j)\j~ t:crtifiNIIt~~ llllU the Wl}fll~ 
"lwtrin" "hrn•nf" "lll'rt'lw" "h~ri'mult'r" nnc1 other 
"'JIIh·alrtl; worcls. n•f<~r to thi~ t:ertillt·nh> mul11<1f"~,. 
pnrtic•uhir ~<uhdivi~ion ht'reof.. / ) 
· ·Iii U1is .c~rti.llcn!.", for nll purpo~e~_.~r···~~.~nnl~s 

!here be somrllun~· m the snbJt'C't"~on!~xV mcm1s1~· 
INll lh~rewit11, .__., 

(a) Tile term "st'curity" mem1s m1y !!linn• o£ 
~toek, hotlll,·,uchen1urc, note, c'l"iclence of intlehle<l· 

, IICM; Yo.!in~-t trust. ccrtilicntc, trnnsfernhlc ~>imrc 
'~IOW<"'Cr e\'iucncl.'d, and, in gcncrnl, lillY inst rnmc11t 
cO'mmonly known as a "sccnrily", ll?d n~y eertifi­
entc· of interest or Jlllrlidpnlion in, ~cfip or lt'mpo­
rary or interim certiliea!e for, tCCQipt or certifi(!ll.tc 
of depo11it for, nnd any warrant, right .or option to 
aubserlbe for, purehuc or otherwise n~Juirc, any of 
the foregoing; 11.nd 

,_ 

. t • 

........ 
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(/,} 'fh~ tr•rm ''r·oqmmtion" nt~nns any rnrpr•­
rution, .J.wsm:inn"'ll, jnint :-:t~Jl'k <:-UUtpo~un· nnd ~imil.at 
Ht-;tn ulznt ;Oll. ~ 

Section 3. Th,· Plll'I'Ost•s fvr whkh this l'urponu\;,n 
i> lrllw forttwtlnre ns.fo!lows: 

A. To acquire and hold securities of telephon! 
and .. or· othei: communleat~on eorporstions and corpora­
tit:oJU owning aeeurltiet of telephone and;or other eoin­
mnnJcation eorporatlollJ. 

B. To suh~<Tilt<• for, malvrwritc, ilwe~l i"n, pur­
dills(' cor ntlrcrwi~l' ne<tuirc, uwn, lioltl, sell, u~si!:n, 
tl~ttl in, c::.:chllll;(<•, truusfcr, uwrtgngll, pledge or olher­

.w]se tli~po~l'.Of, •mr ~t'l'uriti<•s crcutetl ur issued hy uny 
]iuhlic, muni.cil'rtl, rtnnsi•public ur pri•·•1te corporutiou 
of nny kinrl wllt'rc\'er urgnniz.ed (including, with01;t 
limHh1g tht• .1-:Cltcrnlity n!' 1lw hm!'t,roing, the cDrpornlions 
dc~eriktl in th!!_ forrgving iaragraJll< .-t}, or by nny 
· lll_ltiouul, ~t-ule or locul gunmmumt or by uuy plltlllcrehij) 
ur individual, and to lend 111om:y upon ll!c- ~c-curity Ctf, and 
nCljuirc u11d liCtld ~~~ pleUJl'Cc or murtgn~o;~'ll Ctr Ctthenvisc, 
uny >luch securiticK, uml to i'l.'loo, in cxclm.nge for 11ny · 

· ~uch s~~uritie~,_ it~ own ,;ccurilil!~; whilu the owner Gr 
· holr.ler of nny guch ~cc\lritie~, Ctr 1111)" il,tercst there­
in, tv J>Ctsse>~s ~mJ to onrciite in rc~pcct U1crco! all the 
right~, JXIWur~ 1md prl\'llegc~ incident tu such ownershit) 
or in1 crMt; to l,rtJIIrnntt>e !lui payment of dividends 
011 a»y sburcs Ctf the cnpitnl stock of nuy corporation 
in wl_lich th!a Corporation mn:r at any timo linvo an 
int,rcst, 11nd to become aurcty in rcsp<ict of, cndoral!· or 
b'Uflrantee in any lawful manner tlul pa)'liient of the 

_ principal C)[ ~r inter.est oil any_ honda, d&heabuoa; notes, 
· ur ollMJr eYidCIICI!fl or indebtedness eroatcd, is11uod or hi· 
eur.rcd by nrry eorporallon, parlllership- or inwvi_dual, 
nni of whose .ai!Curitics nrl! at uny timll bold .by· or for 
this Cor}teralion or in which this Corporation rnay at 

117 f1- .. f0-3 
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nlly timf' )m\·,; nn inlrn•sl •. nntl lo ht•t"omr ~tlt!·ly fnr t~r 
l.'lltlrtU!I<•t' in nny luwful miuwt·r tlw <'ll'rryin;;: <>Ill :uul 
Jll'rformnll("L' of.m1~· 11.11<! nil rontrnet~. l•·n~f'~ nn•l <)hli;;:a: 
"Ho11~ of •·~"t>Q" kim! of nn~· ~nch <'orp<-.nltinil, pnrhwr~hip 
or indi\•idtinl r lo lt•ud I))OJW)o'. io mul_lor o!hrrwi~l! ni1l iu 
nn~· ln~·fnl mtmnt'r nn~· <'Orporittiou, pnrf ll!'r~hip or in· 
•lividuul whose·st•('11ritit•~ nm~· nt n11~· tim<> lw lwh\ lly 11r 
for this C11rporntion or in whkh !hi~ l'nrporntion mny 
nt nny linll' 'hiH'<' nn iutrr<'~l. nud to do nny nd~ nntl 
tliinr.:-~ pt·rn,ill<•tl h~· Ill\\" nntl th·~i;::n~d to prnlf'd, !Jft'· 

~f'n·t•, impn•Yt> or t'llllllliCt' the Yulne of nny such ~{'cnri-
ties Or llllC't('Sl. " . 

·.C. To improvr, tnnnni:"t•, tlt>\"(•lop, s!'ll, ns~ign,'trnns­
fcr, I~Asc, morl).,'ll~t•, plf'di.:l' or o1hl'tW"i~c di~po~c of or 
denl. with nll or nn~· pn rt of the property of Uli~ Cor· 
porntion, nm1 from tinw ln. !imr lo \'niT nny iu\•cslmcnt 
or cmploym~;JJ! of fmuls of thi,; Corporation, 

D. To iJll."c.,;ti~-:ntc nml· reJiort with respect to, mul 
lo unJerlnke, cnrry on, aid, Misi;;t or pnrticipnte in .llu: 
rco:rgnniznlion or li•,uidntion of lillY corporation in which 
this Corporation umr nt nny lilllt' lul\'c an interest, nn•l 
fnr that Jmrpo!ll' nml.lo !lie extent then p~·rmittt>d t•> 
corporation~ orgntli1:t>d llll{ll!r the- Stock Coq>orntion Lnw 
of the Stnlc of Xl'w York, .to tnke' elmrgc .nf ·llw pr<IJ)· 

"'l!ttica·, mnnng!! the ltffnirs ·nJH1 t:onduet the bu~iut>~~ of 
ltlly ~uch ~orporrtlion·; ntnl, in ccmneetirm with tile .fore-

. ioing, to t>urclrnse ·o·r olh~rwisc.> ncq11ire, hold,- 0'11'11, de·· 
\'elop~ impro''c, 'lcnKI!, exchange, .'sell, mortgage, ·~mi. 
vey or olh~·ise tlispo,;e of nntl tlealin nn<l with Jnmls 
and lcnl!tholt~• nml Ull)' inlerest:1 und. riglats in rcnl or 
· peraon~il : propc:rty w!JeresooYt•r eitunled, nntl also. any · 
franchises, rights, J}c;_l!nse!l or privileges necessary or 
npprnprinte !or any ot"~urposea in this l'aroyroplt D 
expressed. • 

E. ~li-a~uire the goo!}. will, right!, propnty, busF .· 
neaa and fra11chises, or nny person, partnel'!lhip or eor· 

'. 
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p{!Ttl1ion wh:~l~, ... ,.,.r, uuw or h{•r<·11fl<:r •·nm1J!rtl in nny 
lm~iut'>'S whi,-h tloi- r'orpomniun ltHI)' !nwful!y ~mt<lnct: 

. to iiny l!wr.·fur in ,.,.,,, nr ir1 prop<>rtr or in· ~~<:llti.lic~ of 
this L'<)rjlJITJlli"" ••r Hllwrwi"''> in ·tiw mam1fr f'r«''i<lt·<l 
loy lnw; !olto!<l. uti/it.•·. <'Joj•;r, :m•l in JltJY mnmw; olh•jii)S•· 
(of, th~ wlmk ,,,. au~- part o!' tlu> ri~h!~ nnd pr<~Jtl>t!}- u" 
~~~·tnir~·l; lu 11''111111' in f'<tJ!t!f•r·tiuu .tlll'r~wit!J nn;-· linbili-
1it•s of 11il," "'wh )•·r~ou, 1~• rltH·r~hip Hr t'Orpt>rntimt: muf 
to ~omlu..r ill •uor lnwful rwlllll<'r lht• whol~ or nll~- pnrt of 

_ lli~ lm~illt'>> thn~ m•tuir••ol. • 

F. · 'f, J,rr .. n· )Hmwy f,.r any nf 1lw purpo,~s of 
thi~ Coqmru1luu. mul In i~;,n~· ib lHlmls, olelxm!un·~ • 

. rml~;s <>!" i>On·r obli;.:utiomfi 11wrefor, uml to s~ure lh<.' 
sum~ by pll'dp· nr •rnorlga~t· of th~ whole or nuy pnrt 

·:of !he proJ~·r.l,\" nt' !hi~ Coqmratiou cil.her rt'nl or per· 
~onal, or ht i~>!W 'it~ hqruk •lt•lwnhlre~. notes or ol!ocr 
ohlh!a1iMl~ '''.ithnu(nur·~lll'h 'wnrit};; nnd to ~cll,pl~tlA''-'· · 

. 'toyrof!lct•ah• .,,.· t~!h(•nd.o· ,Ji~po~c nf .lillY or nl! $1H-.it>. 
hom!~, dt•l.(.ul!in·~. lln1r~ n11<l uth~r ohli;.:nlioJJS in sn1:h 
mnnu~r nml upon' suf'h ll•rms n111l nt such prk<-s M the 
nonr<l of })\rectors ~Jmll jlctrrmirr<'. 

-.._o. To organiz~, or cnu"'' fo I>!! ar~anizNJ, tincll!r the 
laws .of .uuy st·ntc, <list del, lerrill)ry, prn~incc, cotlulry 
Ql' nation 11 corporntiou or. ~orporotiol\~ for. the purpose 
of acc,oropli~llillg m1y or all of tha Jlurposcil. !or ''·hicl1· 
this C~)OTI1\ioll iK orgnlliZc.J, !lllfl !o oJi~t<())\-(1, Wind Up, 
liquidate, merge or conJiolidnte nny sud1 corpornti(>n or 
corpQratiCins, or to.cause tl1e Home lo he iliH~Cih·e-d, wound 
up, liqwilnled; me~ .or (.onsoliclnlcd. 

\. . 

H. To. 'ha \'e bin!' or ml)rt> offices, •u•d to ~.arry on an!I r' 
condnct·llny or' 11.11 or its opcration11 niul businells. and. 
without re~lric. lion or lim. it ns to amount, to purclmse, I 
)elt.!ll Ol' ofhcrwi&e llt:qUite, hoJd, O'll'JI, lnDTI~e, Hell, \ 
rontoey, len~·e of olherwi~ displlsC or, real and penional • 
property ot c-rery class .nnd description. in any ·pint of 
the world, 

....... : ~ 
, . . 
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I. To ·<"nrry on nny nth~r lnwful hu~iucss whnt. 
'""''<•r irwiclc•nlnl lo tho• n<'rOIIIJtlis!mtl'tt1. of the~ J>UTJll'l~''' 
lien·illb\•fun• ~~~ furlh; to <lo ~tuy nutlall suclt.tltbt~i:K ~~~ 

. nr<• m•r•·"~11n· or <'OIIYcnit'lll to lite nttnintnt•nl of tho: 
pu~pctM'~ nf ·iJ;i~ l'orimrution, or mw. of 1ht•m, ln. lht• 
~·lmc <')itl'llt ~~~ 11 .llltlurnl p~r~on mi!;"hl lnwfull~· do in 
-au~· pnrt of lli!· world, in);o fttr us· such ttc!s nrc per· 
miltcJ to ht• <lOll(' IJ)" 1\ Corpurntion 01'1-!lllli~cd Utider lht! 
-~l<wk t'nrporaliou Lnw of. lhl' l"tah• ~>f :\t.-\t' York. 

The. f{)ri;going Parngrnphs of this };('ctirol .f slmll be 
.<~m~1rtwti >~.< tJ<dinin;.:- lluth t!te JIUTii,:,si!S nttol lh!! poW<·t~ 

· nf .this·. I 'orp0nitiOtl, but th!' fon·~oiu~ t•nnmt•rnlion of 
· ·>t><·<•ific 1'"1'!"·'~''" ;m<l jkl\\'l'rs ~hnll 1101 hl' hchl h1 liiui! 

nr n•stricl ill uuy mtumcr tltc ,powers of lhis Corporll· 
lion, bul i~ bt furthernnc"' of, iuul in addition to, the 
g-t•n!'rn.lvowt"rs •·onferr.-.1 upon cor)mt·ntiotJs or~nui';wd 
umkr tlw Si ,,..k l'orf•m·ulion Lu\1' of the Stnlu of New 
York. · · ·' · · 

· J 1 i R i 11 !t• ml,·tl t h111 none of lite pu rpo"e~ ttnd powers 
~p!!cified in thl! s~wml l'nrll~rapb!i uf this Stdirm 3 

~hull, exc(•)lt· n~ hereilt otherwis~ cxprc:sslr provid~>d, 
i!t anywise bt> l!mil~tl «>t· rcstrict~d br reference to or. 
inferenc-e from t!Jl' lcnits of at1j· otlwr of said Pnrn· 
;.:-rut•hs, unrlt hul .ctidt of lh.c pltrposcl' tlllll PO\\'crs sped· 
Jicu·'ill this ,\'l·t·litm J ~~~~~n be rl'gurded >ts indcpendo:mt 
purpoR~s 1\lt.l poWI!rs. · · 

This Corporntiot} 'shall not hnve the power to con· 
slru'cl·, ·ninintnin or .opc.ro!a any public utility . ......_ .. 

Section 4 ... The tofu! number of sburl!~ of !lt()(,k tlml 
· mny he i~stlt'<l' by this Corporation ~~~· 1,200,000. Thu 
number of J<hnrca which nre to luive n par· value is 
1,100,000 atitl the JV1f value of each of sueb shares is t.o 
be $20. The munbt>r 'of shnrcs wl!ich nrc to be wit ho\1! 

. por. vnluc i~· 100,000. Tltr t>apitnl 11f 'this Corporntiotl 
shall be at lca~t equal lo 'the sum of the aggrcg.11te par 
value oi all issued share~ h\Ting JlBT Valne, ph>s tho ag• 
grl!gafe arnortnt of consideration reeei"cd by thia Cor· 

,_ 
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)'Ornlinn fnr lh<' i!'~twm·<' of ,hnr<'s without pnr \'111m•, 
plus .~uc·h "'""lllll~ >\!<, from liuw to timf', hy rf'solutim!· 

. of llw Buar•l ul' !lil···•·lnrs, umr ~~~ lrnri~f..rmtl tlwrelH . 
.Thc ,rrr1rl!l' nr" ~hwk of !his Coqmmtion 'shnll he cli,·id· 

Nl into two du~ .. -~. c·on~i~tin:.r of 100,000 9htnP~ of$:! Con· 
n·rtihl·· Pn·l\·rn•d !'-:1r>rk without pnr \'nhte {hcr~>innfler 
t·all~•l "!'r..t\-rr•••l :-=.lt>tk"} nmll,HJO,{){tl\ ~hnrtR of Com­
ttlf>ll St(t\'k of 1 ht• pnr ,-nlue of $20 f'rtch (hert:!intlftf'r 
<·al!.•d "l'urum<nt Stm·k ']. AIIHf thc,lh·~.it:.rnntion~. pr('f­
•·n·un·~. prit·if,·!!•·' r1rul ,.,,tin!! powPrs of the ~lwrr;r nf 

···r•··h dn.~. nrul lht• fl'~ltit·tiou~ or qunlificlltions thH('nf 
rrre t'olltnilll'd iw.'il'di,ux ,; to 16 indush·e .. 

Section 5. Tht• h•>l•lo~h\ of llre l'n·f~rn'll St~t·k shall 
b~ c•utillr·r! to ft·•·••i,·e tli,·iolemi~. pn~·nbl(' rtunr!erly, in 
l11wfu! mom•_,. uf th" l:!iitecl St••tc·~ of Amcri~ll, when nn•l 
(lR ,)(•(•bn·d h\' th(' Htmrcl· i)f ))in•<!!ors, nt !!H.> rate- or, hut 

. not <•X<·ct~!in;, $:: l'\'T slmn• JH'r mmum, hrfore nny <lh·i­
denlls shall 1~·" <lr-clnn·d <'T )'ili<l u}mn or twt ilpnrt for 
1lw ( 'mnm•>U Stm·k; lilt.! suc·h ;Jil'i&l)lls on th!' Preferred 
~tock ~hall lw euinulntin• from ~ueh dnt~ or <lateM 11~ 
~hnli!Jt• tixt·ol from"titn!' tn tinw hr the Ron~«! of Dire~lohc 
at or hcfore tlm i~sunrw~ .,r tim Prefarr('ll Rll)('k or nny 
portion th!'rt>of. 'fht• h~tld(·t~ nf th(' Preferrt>El Stock 
shidll~ t>lltill\•tl. tn no otlll'r or furt.hcr tli,·idend~, extep! 
ns pro,·iJcd in S(·dinn ,Q, · ,\ccumulnled dividcmls shnll 
ht•nr .no interMt. ~ 

Auti•ority ~~ hcn•hy •~:s:J>re~>~ly wst['tl in th(' Donrd 
o_f Dir('('tors to authorize llw is!IUII~C'f'Of a!l or nny !XJT'. :_ 
hon of the I'tcf['rr('l] Rtork from tm~ .to lime nnd to lh 
h~· the re~;oi;•lion or resolnlion~ pro\·iding for such isRU• 
Iince lb[' dnle or dntcs from which dividends 011 the Pre· 
fertt'll Stock issued pursunnt ther!ltb shall be. c;:nmuln· 
live. 

Section 6. Subject to lh~·prior tights of the holders 
of the· Preferred Stock as set forth" in Sectiort. 5, · ud . 
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i1f!N full cim•ulati\·{' tli-.;f.J.,iu]H n~ nfnr<>~ni•l llp"n tiH· 
l'r~fenNl ~lock ~l111ll hnn~ bcCll puid fnr n!t \lt\~1 •ti"i· 
<l£>tHl p!!riotl~ n~ 1hcu l'slnblished or upon lh_~> hnsi~ where­
of Prcfcrr('d ~lock di\·idcndM nrc tmllllly pnid nml nflcr 
or conctirnmtly will; declaring nrltl maldnl:' pnyment of 
or pro~ision for full dicidcnds Oll the l'ref~rrc•l St()()k 
for !he then cttrrcnt dividend period, !hen, IUul no.t other-
wi~.<', !he ftonrd nf lJir~hm~ nmy ri••Clnrc, nll!l cnne.e· :to ~ 
Ill' pni.l, divi•l••n•l~ lo.IIHdwltiC>r~ of Uw t'omm"n Htotk. 

S~~<;tion 7. The Board of Directors Hlmll h~:~ve the 
pow••r 1o dcdan• mul pay dividends· ~~~ uforl'~uid' 01ily 
out of ~ttrplus.nr olh~r fnnds, if any, nt lin> time le;;nll~· 
·nvni!Jthle for dit•idNtds, f'rnt•idt•rl, hmrear, llmt this Cor­
:j~o~nt.ion shHll ltH! tl~·<.'lim~ or jltiY uny c]h•itleml upon, ur· 
)'llrdmse or _rr•;lt-t·m, any dnss of' it~ cnpitnl·S!()Ck junior 
tG the Pnd1!rT1'd ~lock; ir tlw: <-;lpillll Qf !hi!! Corporntiml 
ls at !he time-, Or hY· ~llCh ru·t Will h~ Tl)l)Uo:'Ctl, beloW the 
ilg~r<'~<:~tc ·llmrmnt ;,·!JI<·h. th•· Jrr>l•l~>rs ,,r tlw ll~t~rl b~ueo 
mid outsln11llinr:: Pr~ferrNl Slol'k wo1rlcl he c-ntitlcJ to rc-­
ceitc oi1t of t!w nsset~ of chis Corpornlion nnilcr th~ pro­
,')$ion·~ of Sfdirm 9. 

Section· 8. Anr ·hoMer <>f Prcferr'icl St<wl: mnr, nt. 
any lime and from time l<l.limc (suh,1bet In th<>. pro~i­
~irms of z;.(irD.IJJ'Cif11l.• c nnd F of thi!! Section 4 ), . eon­
ver.t all or nny · of thc share~ of Prc!ferrcd Stock 
held by. him ·in!o :'lb~trel'! of Common Stock of this 
Cofporntion nt · the ·rnte hercinaftel' RpPcifietl, by. sur­
rcndn to thiR Corpo_ration of the certificate or certi· 
neateR ·reprcsentinl!:' the !'r~ferrcd Stock ~0 to be con­
verted, whieh, if fhi~ Corporation shall ._1•o. requirt>, 
shnll be proper!~· cndot~Pd or n~~igncil for tr1J.ns·rcr; and, 
upon RUch surrender, such ho111er sl1all be · cntit)eif to 
rt~eeive theref<H' ',me or mort! ·ccrtifica~:t for tho:t: ahnrcs. 
of Common Fllock into which, at IIIli! rutc o( conver­
sion, Mid Prcferrcu Stock i~ con\•ertible: pr(l!"ia~tf, 
how~ver, ·that. this Corporation shall not be required 

:. 
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upon ru~y .Hwh N>m·t:r~i<>u 1<.> is~ue ctrlif\catc~. rcprc­
scnlin~ nnr frnctiou nr frnctions of u share of Common 
f{tock, lint mny i~slll! in lieu tb~n~of one or more non­
rlh·idcml b"i!nriug umlnon-\·(}ting ecrtilicntcs in such form 
()r for_mt~ ila shnll be opprovoo by the Board of Dir~:ctor~<, 
~·nch rcpreKcntin~ n fructionnl right lo rccch·e n rertili­
<'~~te rcprcsN.rling Mlc shnrc of Commoll Stock when pre-. 
scnfed 1\'itlt r>lhcr likt! certi!iCJlteK reprcscntiug other 

· frnctlonnl ri;.:lr!s in the q::r;.:regntc equal to nt least one 
~lurrc of l'r•mm<m l-;lock. · Snch ccr1ificutes may contain 
~m·h tcnn>< :m(J l"<>nrlitinm; u~ shall !X! fi~ed by ·the Uonr•l 
of Directors, ;mr)llln\' heCOlll!'-\'oiJ and o( no effect ufter 
w-n~n~imul>t_r• l><'~iool:nnt lcs11 Hum 3-)'~ltr~ fmm lhl' •lulr• 
r~f is~1l!UU't', tv IK· <h·!crmint11 hy the Donrd or Hin~tor!< 
nnd Hpc~iJit·tl- in $l)elr certificates. 

A .. The r;tl~ for saiu cOJt\'Crlliou ~ball he- 1 share 
uf Common· Stock for 1 Rhurc ol· ·Preferred Stock; 
Iirot;itled, lwwct•fr, Lhnt -if nt uny lime, ~ from time to 
1 ime, 1i·hilc any ,.Jut res uf !lte Preferred Stock shall rc­

. mntn out~tumlin;;-, Uti~ C'orpohtlion shnll r.!mngc 11~ 1i'. 

whole; by suWi\'il.<ion or consolidation or otb'crwise, tbli 
number of &l111rcs of Comi1ton Stocll then outstanding in-
to n di!Tcrctil niunoor or shnrcs of'~stock with or without 
Jlllr vnlue (hcrcinnftcr in this Paragraph A called "new 
~lock"), ·atty· holder of Preferred Stock then outstaud. 
ing, upon conycr~>ion thereof, shull be entitled to rcceh·e, , 
in .lieu of the shnrcs of Common Stock to which he would.· 

·c hu1'c b~co!nc cntttlcd upon com•crsion but for such,· 
drnnge, tltc shores of new stock into which such aluirea 
of Commo1i Stuck would OIII'C been changed if the ronvet­
sion of such·. Preferred Stock bad been effected prior to 
tl.le first drilll!,'"(! into new stoclr:; p~pided further, holll­
ei>er; that no such chnnge into ncw .. toclc shall be deemed 
to result from illc issue of lllock as a atuck divide11d 

· upoillhe Common St~l: (or, if one or more sueb change' 
into _new sto~k slul/1 thcrlllofQr~ tJuwe oocurred, upon 
any sueh new ~tack) if the ','dollnr amount" of atoei: 110 



·. 
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j::-;:~\JI'd llS !'o!U4"h -:-;1-IK'k tli\'hlt•ntl· ~~~H·~· nl>l t.');Cei•d, nml ~"=" 
t.'hun~•·tl n~uiu:--1~ lluo t'~~rc~att• mtn;t-uH of (•-;nutcl :-.ur ... 
phi< .,r tl•i• l'nr]or)nothm at lh~ lime !t•p;lllly nnziluhh· for 
,]j,·itl~mk. l"<>r lh<• .pUt'l"'"" 1>f thi,; J'amgropll A, tho: 
"uollur ·tuaouut" ,,r sloek NO is~U<•tl n• •nch •lock divi· 
o]Nll] slzu\1 he tlt•ft•t•mim•tJ hy lllllli Ol'lying tltc UUitlbcr of 
shnr.r~ or ~~ock )"·o i:o::-o:m•(lu:-; n s1m·k Uh~idt·nd· hy $.""~, -.e:oc~ 

c~pt thnt if unl• or nwn· ~u<·lt rlmn;:•·~ into nuv.· ~tock 
>hnll thcn·lt>furt• ]"''·~ llt'o'!lrr<·ol ~" <ts l1> dmtt:;" \he cm(­
Y~r~ion nth• 11,< ufQ~~·aiol, .l!w "dollnr muouul" of the 
rww stock j""''.t ~~~ " ~101'1< tlh•i<leml •lmll he tld~tmiJ>ctl 

. hy multiJolyiug- th•• tmmlwr .,r ,]mn·~ "" iK>uclll>r n sum 
in lll<Hwy 'doi<•lo <lu.lll lw !lw r)lt<>lio·ut .,],lnint·d loy olh·i(t. 
ill;: $;AI by tho· tunnl~·r ,,r ,],,.,.,., 11f "''"'~loci:: into which 
l'lH'h •\h>l'" to!' }rdt•rrt•ol Xto~k i~ ut !he lim~ convertible. 

}J. r)'IJil nny "wh I"Oil\"t•r"iO!l, n ~llsh n>ljuflhiiCJI! JJI 
l'<'•!•<•t•l nf oli•·id•·mt, "1"'1' the l'rdt·tr~ll Stuck converted 
~lhlJJ lJl" umdr• ire ;n·t•u-nhnw~· ,drh !he .foHI)wing provl.-
:s:ionl'i: -"' . ../ ' 

(l} ln ''""l' nlly ~uch convel"Siion slmll oce11r on 
n11y. duk · .. n ... r than n 'n·glllnr dividend pnym¢llt 
U!l.lc for 1ht• l'r•·f~rr~d Stnck n~ ll1cn estnblishetl or 
upon ·lh~ lm•i. wlwn·of l'r~f~r'tl'd fHoek ull'id<!n<h 
ttrt' u•unll.•· plti<l, nllll •.>n or h•forc the rcconl dnlll 
ro·r I he ilh·ith••ul fllr 1l1e then curtcnt .dhidenu · 
period, lllii; t '"rporjl1ion shall pay to tlw couverlinfl' 
Rtt>cldolll<l~r,· out of uny· funds s! I he time kg-Ally 
nvuilnhl~ fur olh·i~tirl~, till nmount in cmsl1 equnl tn 
the diviu~n<! .ni-cnte<l on the sl111rcs of l'rderr<'cl 
St~k no surrouolurcd from the h<>ginnin1r of the .1h~n 
current dh·i<l~ml period to the date of ~onveuion; 

~) Jn tnS(I nny sticl• coniiffsian aho.ll occur on 
an))\:dnt&· nftcr the. recor<l dnh!'!' but bef<!re 11tc pay­
ment dn1c of n· ao•clnr~d diTid~ml on the Prcfcrrw 
Stocl!~ th.e . .:onnrting stockholder shnlr Jl~Y to Ibis 
Corpora.ti~n 1m amount· in eallh equal to the dil'i· 
dend ·on the surren<lered shnrca of Preferred Stock 
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"~~um•·•l 1<> nN'I'Ill' from thl' <lnte of ron11enion to 
·~nrh <li,·i•lrwl' )'t>Yl))l'l\t. uale; 

Pl }n ·l'n~~ nm· ~u<>h con'.'er~ion ~hall ~rur on 
ihr puj·mi•ut dnte. ltf a dcchlretl oividcllil~n the 
l'ri>ferre<l f'tnck, no c11sh fHlju~tment Rhnll he mnde . 
in re~pt'(:t of nny· divid<.>nrl orr the Preferred Stock. 

C. l'r~frrrNJ Stock ~hull he d~cmcd to hnve b!!en 
N)nwrted :Jtl<l th<' p('rson eou\"uting Ute same lo. have 
he~<>mc [\ hohh·r of r•·t·<m.l of Common St~k, for tho pur" 
po~J of rt~·l•iYiu~ ,]i\·idt•ud~ mnl· for all other purpose" 
wlmtso~nr. "'' of th,• tht!l! wl'l'll tile <"ertificntc or cerli­
firnl<!~ for ~~u·h f'rcferrC1l Stock ure surrendered to lhi~ 
Corporuticm tl> nfor•·~ui<l,··or, if tlu~· books for tho trnns­
fcr ()[ cilhcr du~~ nf ~lr>ck ~!mil nt the !fmc· he closed, 
then ns uf tlw tw:>:l dntl' wlwu the book11 for !be trnnafer 
of both cln~~(·~ of Klm·k .. shnll til!' op~n; provided; llo!l'ever, 
tlml lh('. ri~lol (If •·t>U\'t'nion ~hull not in any ca!o oo 
~uSJil'llllt~l h~· ~·ln~inp: .~ni•l ll'llli~rcr books for n ~riod 
lcm~;~r 'tlmn ::o tiny~ nor nt nny. time during thc-"JO-day 
Ji<•riod l.wginnill~ wilh th~ fortieth ,dny nlld ending with 
tl1c clev~utlo ,Jny uc:.:.l }•reccdin:.: the dull! fixed as pro­
,Jded in s,·i;Jio>J )U for the redemption of Prefllrrcd 
Stock. . . ) .. 

D. · Jn ez1~e t!Ji~ CMporalion Hlnlll, while any shares 
of the Pn:if('rrt·il Steck sJajiJ.rimmin onlstnnding, eon~oli­
clate .. .or mcr~c with nnf o!llt'r corporaUon, proper pro· 
vision shnll be llllllk tlwt, o11 tbt! 'terms and in the man­
lier. provided in !his l:?ec.tio" J1, tbc bolder of any Pre­
ferred Stock mu}' ·llicrcnflcr ·convert the ·same into the 
a a me kind ami 111iwurit of ~ecurilics as may be· iesunblc 
by tbe ternis· of sud1 ·ctmsolidution o1· merger with respect 
tp ·tile number of sl1ares or Common-Btoek of ·this. Cor-

. porathm ht!o w!Jicb su¢h l>rcfcrrcd Stoclt._i~rc:()n'vertible 
at .the lime o£ sl)ch consoliolalion or mergct.l Arter any 

· .ouch eoneolid11tfl)n or merger,_ the right o~eonversion 
shall ba. t11 eon'l'crt. tbc.Prcfcrred Stoek into lllfch atllllri­
tiCB' 1111 the ~me may from time to tim&'•be eomtitntlld 

.-
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nhol without an~· ri~l11 to fnrth!'f mljuslml'nlo of.the rntt: 
.. r couvl'r~tt.n. 

B. A number uf shun·~ of L'•1mmou Stock s\lfficicnt 
to proviJI! for the conn·r~iou or nil o111.;lumling -i>rc· 
f~rn>d i':ilot:J; llj>UJI lhl' lmsi~ ht•rt'Ju]wfon: !<{'( forth, ~bnJl 
nt ;JII.titu<•s. Ill' n•st•rn·d fur. tlw 1'1wrcise of lh~ COII\.'l'l"· 

s'1011 rig!.ts u[' lhc l'rl1ft•rn.>.J J:>'tock. 

I~. In J.."ast• any ,,f thL· Prel't·rl'<•ll Sto~:k Hhall be cnlll'd 
f•>r· r('<lmnplion, the ·.right to con\·crl ~uch Preferred 
1-'lnek info l'olllmoll Hl<wk ~hall t•xpirc nt tl1c dose of bu$i­
l.•ess om th~: dcll!'lllh.llri~· 1wxt prccl•!llng th~ rcdcnljJtion 
dull:. 

0. · i"hltT<!s of I 'omm11m Klock issued by this Corpo-" 
mlion frmn llnw In lime 11Jl01l l\w 1~unvcr~ion uf nJI)' 

·J'rcft·rr~d Htt>d;, ••~ h'cn•iu prn,·itl~?d, shall bc,:d11~mt:J 
. fully paid stl1t:k mul not liuhle to uuy rurlbc'i; call or ns-
s~s~uwnt. tht•r~:<m. · · · 

H. All ~hnres of Preferred l:)fotk so eim\'11rted shnil 
he ~nncelled 11;1!1 rl'tlrctl; '> . 

... · 

~ctfon 9 .. lu, tlll! c1c!Jt of. any li<Juitlution or d!~· 
so1uhuu of lin~ 1. orpoii''Jl•m•, w)lelhcr voluntary or m­
Yolnllffil")', ,th~ hold~r~ 9f the l'referretl Sloek slmll he 
cntitl~d ·to ·re~t>h·.e ouv of the ns~ets of this Corpora­
tion (wl1~t!Jcr !rUJn :.tilpitnl or surplus or both) $50 per 
sbnte hi la~·ful money of the United States of America, 
nnd ·in ndliition .llwre\n, Ill\ amonnt ·,et]nul to nil unpaitl 
cumnlath~e !lh·itlt•nch..lflor.l!91l nccrucd ·to the datil :when 
such payment shall be mnde a"V.nilablo to .tlle holden of tho 

. Preferred Stock, before any Ji~:ihution o.r assets sh. all 
be made to the bo1iler>~. of Comr~n Stock, nnd the hold· 
enf o{'the Common St~k shall bil cnlitled, to the e:tclu­
sionofthe holders of Preicr.ied St~k, to share ratably 
in :any assets of this Corporation remaining after mai:. 
ing or prov-iding for aueh payment to the holders of 

.. 

··~ 
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the Preferred ~tock. lf upon Rnch liquidation or diaso,. 
lulion; tuc Ml nsse!s· ~r this Corporation shall oo insuffi-· 
cient to permit the ·payment in full to the holders of .the 
Preferred Stock of tltc amo1mts distributable to th(!m as 
nforcsnid, then t be entire neot assets of this Corporation 
~hnll .he distrihnted rntnbly. ninong the. holdets of tht!. 

·. J>rcfc:ircd Stock. 
. . . 

Section 10. After ful!.cumulitth·c ui\·i~eods ils_aforc-· 
snid U})on il1c Preferred Stock ·~hnll hnvc been paid for all 

· pnst dividend' pcriG!ls 11s tbcn cstnb!islted ·or upon the 
lmsis wl1crcof !'referred Stock ditidends are- usually de· 
~lnrml, nmJ nfl cr hr concurrently with declaring and ma)l:. · 
iug )myrnl•nt of or pn)\·ision for full dividends on the 
!'referred Stock {Qr thn then current qu~trtedy dividend 
pe.riou l)DU for nll future qunrt!!rly dividend periods up to 
nml including U.te'divideml payable on !be redemption 
<lntt', thv Preferred Stock mny ·lm redeertil:li..._, in whole 
or in part (hy lot Qf wo rota), 011 any dividend pay• 
ment dnt~, at the option of the Bonru ·of .Directors, ex. 
pressed by resolution, 'ui>On nt least 40 daya' notiee to 
the boldc:r.~ of record therepf, giv~n in aueh manner as 
may h~ pre~<:ribed hy the Dy;),aws or by resolution of the 
Board of. Dircctorn; pYOvid ed, howet•er, that the acci­
,Jcutal failure to gi'i'e any aucb notice to one or more suclt 
holders slut!! not affect tbe validity of s:ueh redemption as 
lo the other holdara. ;r"be ·redemption price for ea.ch 
~hare of the Preferred Stoek ao redeemed shall .be $50 in 
lawful monny· of"the ;United State~ of America, plus an 

· ·amount equal- to all unpaid em~ulative di-ridel;ld! ao­
erued thereon lo the. date· of redemption. .Notiqe b.av. 
iPg been given as afo:reM.id, from .. and after thli!lidate 
fixed· in any 81leh· !loti~ all tbl! da.te of memption 
{unless defaltlt. shill be roade by. thi11 CorjloratioJI 
in providing money for the paytttent of tbe ·reill!lXIP. 
tio11 pries), all divid~nds on the Preferred Stocl: · ao 
called for redemption . shall c:ftae to aetnle abd all 

,,_ 
~ 
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·, rights nf th.~!. holrll!r~ 1hl!rcof ns stockholdr·r~ of this 
t:orpora.tiou,.c:t<:Cj)t lhi.l right to rcceh·c the' re~<Jmption 
price, shall CCit~c null Jctcrmine; 1mu·i,ld furllter,}tow­

. t'!'er, that lhi$ {.;orpuralion nmy iudm}(! ill I!UCh notice a 
·statement tlutt tlJC money required for the pnyment·or the 
. roocmptiOJI price will be Jepositctl 011 U !IJK>eificJ Ulllt:, 

prior to the Jale of .redemption, with a specified bnnk or 
trust company (which shall have an offit'e in New York, 
N .. Y\ or Boston, ~lass., nnd shulllmve. a cnpilaltmd sur­
plus of at lcnst $5,000,000), in trust for the benefit of the 
holders of the. Preferred Stock so cnlled for rctleinption, 
anthHitiec"hnving hl!im gh•~.>nns nforcs:titl, from uml after 
such dcpos:it all .rights of lbidtohlers or the Prcfcrrcu 
Stock 80 cnllw (or redfgnption liS .stockholders of this· 
Corporntion ( c:tccpl only the rigllt to convert their Pre­
ferred Stock into t:~mmon Stock in nccordnnce witl1 the 

· · pro\'ision!l (Jr Sedid11 8:) shall ccuse.nml determine, and· 
the holders of such Preferred -'Stock shall look for 
payment of the redemption .Price ~nly to !.he funJs 
so deposited~ and .in. DQ event to this Corpor!ltion. The 
holders of such Pref j!l"ted Stock $hall not be entitled to 
nny interest nl!owoo · by).u~h depositary o~ funds so 

· deposited;. but ·ony such'.interl!st sbnll be paid to ·tl1is 
r .. Cor:poration. Jn ease nny Preferred Stock sbnll be" con­

Yerted into Commo.ll Stock. after. tbe deposit ail aforesnid 
of money for the rotlemption price .thereoi, the money so . 
deposited iu respect of such P,reft!:rred Stoc~ shall~ upon' ? 

. such conversion, becrepaid by the dcpositnry tolhls._,Cor- i 

poration. All shnrc~ of Prcferrcd Stock retlcemed Ullde~ 
the provi.aions of this Section 10 shall be caneelled nutl 
retired. 

.. Section 11. . E:acb atockholJer o£ reco!4sluiHbe en­
titled to one vote for every share of Pre! erred Stoek and 

· to one vote for eve~ 11bare of CQmmon Stock standing hi 
bis J!&me on the l!ltoc~ books of this Corpa.ration ·on the 
date for the determination of stockholders entitled to 
vote. 

.. _.It\~···"-
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Section .1,:1.. \\"iH111nt Ito~ nmrmnlin m!c. or wri!!<'!l 
"nu~i>ut of tiH' holtlr·r~ of nt lensl 60% · ill nmount of I he 
oulstmulin~ t'nmnmn Xlo<·k, !his Corpo'rntion shnll not 

{a) J,,.u,•, i n<·ur <>r' :.:unmnh><' uuy obli~al ion 
<>r. in<h·lolo·<ht<•J'" l'nr •·npih<l }Ht\"1"'~''" ur <":tj>itat e:ot­
p~·lulitun~s, ~u itll ntiu-~uHI ur unumH1s t•Xt"t~tliu~ nn 
nK~n·gu1<• of ,'f;;}OH,(MKJ 11! 1my one lime outstanding; 

(b) ~J.,rt:.:n~c nr J•i<·d:.:r• nuy of its property, ex­
~!'pt hy wny <'of )~urduiS<: !~Ione-y li~ns or plctlgc of 
~nrn.'lll n~"''l,• fror current l.o;m" f<.tr lither tl:an ·~upi· 
1•olput'J"'"''" "r (·npitar <•xpr•lttlitun·~; 

( r. J Disprt,;c ( hy snl<·, ~ousolidntioll, m~rger or 
o1 h<'rWillc} of llw proper I r alll) husiness of this Cor­
poration M n 'II' hole or ~ubstantlally 11s a whole: 

(rl) Authorize !lw <'r<'!lllon or iNSUIInCI! of any 
n<'W. dn~s of ~lock mllkin!!: •ts 10 l.ll.\·idcnds or M­
sc\s prior to the Common .Stock, "r incre.ttse !IICi 
uatlioi-ir.,.·•lJHmJ))l•r of ~h;1r•·~ of '•rrf•~rred Stock; or. 

(r) ,\m~ml, nlt;;r, ·dmngc· or rl'J•cnl nlly pro,·i· 
Kion or this Seetion 12. . . 

·~ 

Section 13.. The shares or stock without pnr value 
of nny class, .~·lJetber now. or ;hert"nfter nutboriz.(lt), mny 
he i~sued hy this Corpornti<m frottt time to time for such 
Nnsitleration ns may bt/ Jixml from lime .to· time by 
th~: Hoard of Dir~clor~: and uuy nrul 1111 ~hnr<'ll 'll'ithout 
par value so i~sued, lhe consid!!rn'tiou for which so fu:ed 
lm~ hecm .rnicl or ucUvcrcd, shnll he fully paid stock and 
~iutlt not be liable to ilny further call or assessment there­
on, nnd the holuers or'sucb shares shnllnot be liable for 
nny further pll}'l'llelltll in re.!j'5eet orsuch shares. 

·section 14. ·No holder of slock of ituy cla$8 of this 
Corporation shall have any right, aa sneh hold,r, to pnr· 
dlllee or subscribe {Qr nny sle>ek o£ 1my clall!t'or any 
'obligations convertible i11lo, or any right 01: option to 
pnrchast-, stock of any .cJess wl1ieh. thili Corporation may 

~ ..... ~ ...... - ----·--••-• ,. __ ....., __ ., _________ ;:o_a"''"''~""·ll!.>~~~ 
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:\t nny time i$~ue or ~1'\l, hut any a·ool ntl such et9ek, 
.,hli~l;liHn$, rights p~<l,tciroption~ mny oo iRRUt•tl und di~'.' 
po~t·.l of. h~·· tlw Hou.nl. of Dirrctor~ to such person~, firmR, 
nut.! corporniions, m~<l for such lnwrul eonsit.l<'rntion· zmu: 
o11 ~uch term:; n~ the Bonru of Dirccton, in its t.liscr~­
tion, may ·uct<'rmilw, without liul offering the Bnme or 
nuy thereof to the sloekhoh.lcr8 or any cl11ss of st(ICk~· 
holders. · 

" Secl.ion 15. Tbia Corpornti~n is hereby expreasly 
nnthorl:.o;cd nne! t·mpclwcrNl, from tim!!' to tinll', lo crculc 
iitul bRUt', whether or ttol in <·onnl."clillll with the i~~11e 
nnu snlc o( :111v slmr<•s of ~lock or other secilrilleli r>f tl1is; 
Corporiltion1 ~lghiK ~r options !!lllitHng the holders or 
owners tbcnmf to purclJtlSc or aeqnirt! [rom tltis Corpo. 
rntioi1 nny shnrl!s pf its enpitnl ~;lock of any clnss or 

· dasse~ •.. t;Ui:'h righh f>r i1pllon~ lo lx! cvidN1ced by or in 
$uch wnrro.u!s or·olher instrnmimts ns shalllx! approved 

. by the. Doo.nl of Din•clor~. Tltc terms upon whieh, llh! 

time or tintPs, which mny ht' li'mitcd or nnlirilHcd in tlurll­
tion,,nt or wit.hin which, nnd the price or,.,priees at wbich 
nny such shnr~s nmy he purdl!lse.d or aequirccl !rom thl!l 
Corporation upon fhc excrciHC of any sncb rights or op-
t ion&, shall he ~uch as ·shall lx: fixed in n tcl!C>Iutiori 
nt.loptCil, or in lUI ngrccmenl authorized, by tl1r Bonrd of 
Directors, pr<it•iuiJlg for lho <'te~t!!on and is$UO of ~nell 
rights Or:optiotls, lUll] scttort!J or' incorporated by :rcfet· 
encc in· the· wurtnnt~ or otlwr in~trumeuts evidencing 
such. rights or option~. 11nd ~ sbnll. be permitted by Ia~. 
The Board of 'Dirl'etors is hereby authorized nnd !lm· 
powered lo nnlhori:r.c lhc·.crcnlion nnd isRu~ of nny snch 
riglit~ or opllon~ nnd any such warrants ot..Otber instru­
ll)ents lrom time .lo tim!!', for suel• l~wfnl eon~lucrnlion 
11s the Bo11ru of Dirretors mny determine. Any nnd nil 
shares of stock 'll:hiclr may bc puich!l~ed and/or i~sned 
upon the CX<'rci~c of nny such rights or options, shall lJiw. 
deemed fully paid stoclc: and not liable to any further 
C!IIJ or assessment thereon, o:r partly paid &nd l~ab~e to 

-

.. 

.... 
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f11rllwr ·,.,,u ur """t'~'liU'lll, ~~~ tlw lf'Tt\1~ of lh(' wnrrm11.' 
<'T oih<-r in~lmmt•nl"''''t<l~nt"ln;:: snch l'i~tllls hr oplinll• 
•hnll. provith•. T·:x••••pt n~ o!lwrwis<:> provit!Nl h~· l.nw, 
tlw lluoir<l <>f Hin~·!ors ~lmll htn'l' full )lower ntH! dls­
rr..tion In pr<•,<·ril"' tn)tl i-J•r.,"llh>t<• fmm !hue lo tinu• thr 
pr<w,•rlur•· l•o.b,, fl>ll<J\1'<••1 in, nmlnll olhrr mnll<•rs ~nil· 
<'{i-t'llin).,'", tJu~. 1'Ti'J\1ic,m~ is~nt· :uul (t~(~rd·.s.t• of nn:y .!'.11C"h 

ri!!hl~ lllHI 11!'1 i<>ll~ :uul ,n,·h lnJrrniJI~ or otlwr iitslru­
llll'llt~. lllllli!l<' ;<•trill!! "'ioh·· of 'iot•k f<JT tht• )lllr(l<l.<r• 
tlwrNif, uu.! Ibn b~1innt•o• of "llt'h ~\nck U)>tnl th<:> elC<:>rri'" 
1bcrmr. 

Scctipn 16. Stcwk vf thi~ Co~l~•rution owned. Jo~- it 
•hil!l not ht• •l<'<'HH·tl h• J..., "olih•lniu!in;::" for' I h" pnqooso•. 
~f.,';,.,,;,,, 7 <>r. fm· tlw )>m'pn"<' of c:oinpulinl( !he nm<Hillt. 
of. •t<><'k; nf 11n~· dn~s, in n·~po~t '?f which lltl)' n~JUl.'~t. 
tou~•·nl, wfll' ur n(lli.'l: prot'id•••llllr herein mR)' hl! ;.dv~n. 

· 'The wurol ;,iimmud'•, wlwu ht·r~ilt 1t~~cl .. in. r('h~Hon lr> tl1•• 
lllltom1i of s!orl; (of 1m~· dn~~) ou!Kiantlin~-:;~hllll ml'nn 
tho• muuht•r .. r ~linrr~ of ~udt ~tnek. 

8eetion 17.. 'l'luL omc_i ·of thi>~ Corpom!ion is lo lm 
locult'ol in lhc Gi!v nnd Coun!v of New York. Thl' atl­
drc~~.to whidi !h~'S:ecretnry of Slitlc Hhnll mail a COJlY 
of pro~~~" in uur 11dion or procecrli1111: ngnin~t tbi11 Cor­
lforntiou whlclt mny bo ~l!t\'ed Uf'<lll hirn il' S<r Broad 
l'il,rN•I, X1·w Yorl:, KY. 

S&ctlcnl 18. 'o'he tlnrn11~~ of thi~ l'oTJximtion a!iall 
he pcr-petnru. 

Sectl(I!J. 19. 'l'he numlH~r of <lirwtol'>\ of thl~; l 'orpct· . 
riltion"whiclJ. >~lmll constitute th~t whole Board"tif Direc­
tors s)tall 00 s'ucb lUI from timl! lo time al1111J bo fixed by, 

. or in.· th!! mnm1cr provided in. the Dy-Lnw~, and snch 
llUmoor mnr btl altered from tim&·to tillll!. in thclll&nncr 
pTOvideiHn the By.Lnws. bnl a11eh nulllber shall in no 
ca~il be leu than 3 nor more t.hrni'l5; 

,. 
~ .. ~~ ... ?DIW»If :t .......... ,.,..t:ioi!L........._~~ 
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Section 20. The nllmt'~ nnJ )MJSt O!Tit·e r .. lJt('•i!cli of 
the dirc~torii to ~en·e unlil tl;e fir~t rmnnnl nw<'ting of 
tlw ~~ ockholdcr~ 11 r~ ~~~ f ollowA : · • 

Names )'rJ.<i ODin· Atl./rr.<J<c.~ 

, . \\',Rice Brew~11•r· 1:; Hrontl Sl., Xew York., X. Y: 
Albert J<!. Z\udst•n 15 Hrond St., New Yc,rk., N. y; 
C'h.~rl.c-s D. K)'l(' ]5 RronJ St.,-:s't-\1' York., N.Y. 

Section, 21. The nnml! unu Jwst oflice address of encl.! 
~t\T,~t'ribcr."-o£ thi11 Ccrtif~ellte. of Inc<>TJMlrntion aml tl1e 

. number or ~hure.; uf Common Stoek which ltc ngfl'<.'" lo 
\nl/e nrc 116 follo"''B: •' . 

Names 
J>nsl Odice· 
Aclclreisc•s 

No. of 
Share.~· 

W. Rite Brllwster 1:1 U1·mul St., New York, N.Y.. 10 
Ai~rt E~ Nnj!ls~n li'i Brmu.l St., :-le;\" i:"ork, KY. 10 . 

. Cbni-les D:Kylt• 1:; Hrond St., :\('w York, N.Y. 10 

S,ect.io:li 22. All of I he !!Ubscribers of" this Certifit>iltc 
11te of full age, at lt>nllt two'lthlrd;~ o"r them nrc citi:r.~ns 
of the United Statcll, mul n{ lc!\.<~t <>M o{ them ia. a '!'eli­

. dent cit the. Stale of-!\"(!\\' York, und nt leustl)lll! of I!IC 
penKinH illliiiNl ~~~ II' din~·! or i>l If ··iti:r.c•n ur th<• Uniti•<l f 
States nnd 11 rcsitltont Or Um Stnle of Ne\\' York. · 

· Section 23. 'l'he &crotnrx-of· Stnte of the State of 
New York is designated aa the. agent of tlti"s· Corpora­
tion upon whom, proooss .in any action or proet!OO.ing 
against it 11111y be served. 

Section 24. ··The Board of J)iree.tors. shall have· po~er, 
if the B:y-Lawi so· prov.ide, to hold rnectinge, on !.aide. as 
well a• within the State of Ne~ York. 

-
-.· 

. .. . -~ 
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Sectiory'25. ~ .. fnr n' )"'''lllit!Nl h); Jaw,. the Board 
,,f J)in·•·tor~ ~hnll h>t\'t• JtOwcr nbo to d(•tcnninr fmm 
litilt' I<> tinu• wltl'llwr :nul to what •·XII?nt nnd nl' whnl 
1 inw~ at~tl pJ:,..,,~ :uul nmler wlmt t'<mtlilinnM nne! n•:.:uln­
.ti<>n-" tlw lumk< ,].,~11lll<'lllj; :mol "M'Olllllll "of lhi~ ('"rt'"' 
r·:o!iun, or auy of 1hl'm, shalllw Oftl'll to lite in~pl'l'tion of 
sfrwkloultll't,.: ;tnol Iii.; s!<n•kl10hlt'l· shnll hn.\'t' nny r.ight to 
ill~p··d nny IMonk~. clor•mnl'nll< ur ru·•·•mnts of thi~ (",ir­
!'••ratinn, ••>e~·pl :t~ o·nnf•·~rNI hy s!n!n!(' nr llw By-Laws, 
ror anlhm·i;.;,;,J loy rt•t<oluiiou .. r tlte RIO<.'kltoldt>rs or _the_. 
Hn:trol nf Dirf't:lnrs. 

Section 26. Tlw Rmml u( ._J)in·r·tul'!< ~hnll hn\·e Jtbin;r 
In make•, :UH<•t}o], tllf\•r, dulll~!', ndcllfl OT TCJH'U) lhl' n~·­
l.:tw~ <>f I hi< l 'nr]mration wi!lu'lnt ;wr nf'lion mi llu~ }tnrl 
of Ow ~tm·klmlol<·r~: prnritlr•l, lrt>lf'f'l'er, !ltnt nll 11UI·h · 

TI):-T.aw~ mny lie> nm~>ncl!'d."nltcrNl, i•hnngeil, tulcll'rl !1~. or; 
. n·p~nktl hy n ... ~tuckholrler~; nml jrrrtr•idetl/tlrlhrr .kuu·­

,.,.,.,., llt:tht•• Hy-Law· tuloplt•d liy the TIMnl of Dircr.lt>r:< 
ro•t!nlnlin~ all iutf"'llllin~ t•lo~·ti.it.t uf rlir~>r•lol'l' .,,. r•lli•·o·r:<. 
slJirll lte \'nlid unlt·)<s publislll'!l for at lcnKt once in ciu:lt 
,.f t.wo ~nc-ccssh·~ W!'Cks in.n n~ll·spnpl!r of rr~t.ulnr puh­

-li"<'nti'm in tl1C' county \rhctc ·the clt"r\icm ill lo be lwld, 
t.lil'· Jn~l pulrlintti~>n lo loq nt lertsl :!0 <lnrs ltdnrt• -.wh 
cl"ccfion. 

Section 27, ·In the :1bSt'nt•n of fraud, no t'ilntrm:t -or 
rit.\wr 1 rltnsartiml hetw~cn. ·thi~ Corporution and ruiy huli· t" 

. ~'idtJnl, pnrlncrship: or· corporation _shull be nff!'cled 
hy- Uw .fnc:r flint· ziny director or ..!)m(•er of thiR Corpo· 

. rntim1 m1ty _1m in!'cresh!d hi· BUell cGnfrnct or tmn~nc­
t ion·,: whei"her -hy -ren~on of heini 11 pnrfy thereto qr n 
pnrtnl)r iii, tlir~:!dnr or .offi('e~: :.or, ur hi nny other "'ny 
c·Qmlee!ed will1, ~uch pui:tnl:'nb"ip or rorporath~if sucl1 
ronl ract or I rnn~nclion sl1all ll<:! npproTcd or· rn tifil'<l 
by the nnirmn1i\·c \'ole qf n majorit~· of the !lireelon 

,;.... ~------_ ...... ._ ____ ....._ __ ~ -~ .. ~ 
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;.;--.-.:- ... :::..: .h: .r. ::.·~·<:-:::.~ :,~f ::.•; ;~. r:.r.-:: .,; 1~&~~.-·.·:r,!!"- A::.wi~.:· .. 

u· •lutorutt• ,\,~oil (.,. 1•r,.,,.l,l, ·)•n•nrlr·d • . huu·Hrr, tlmt lhe 
ii11~·r.~st of rlnr, ,Jin>('tr!r or offic~r in nny ~uch contraN 
or lrnnMdiml ~hnll h~ fully tli~cln~ ... d 1\1 ~nch m~eting 
lllH) that n rlircctor who i~; ~f, intcrl'sl<:>rl may not bt: · 
ronitte.l nt nny snch mceth1g for I hi? purJ-.o~e ·of drier· 
niininl{ !hr• •·xisfcncc of n <tuornlu to con~ir.lcr. nnd. vote 
upon nny o·mrt rncl or trnusaclion in whicli he Is so in­
lt!rr:>stcu nurl thnt the ,_.otc of such n dir~etor may ·liOt 

he coun!ctl nl nny ~uch mecting !or the pnrpm<c of deter· 
mining- I hi' t•xi~1f'lwc of the nffinnnth·e vole of n mnjorilr 
of the directors ns .nforc~nid in fn\'or of the nppro\'nl 
or rnllficnticm of 11nv rontrnet or trn11~nction in which 
he i11 Ao intc rc~t cd, · ~ 

No director or tinl~er ~hnll be liable to nccount to this 
·. ·Corpllrntion·. for ~:my profit renti?;ed by him hom or 
·.,through nnr ~uch (.•tm!~uct or trnnsndion of this Cor· 

pornlil)n IJY r~u~on nf hi~; intcr<'st n~; nfore:o;nid in ~ud• 
r!'J1~1rn~t o~· trl!ll~llction if' 3Uch "Contract Gr trnnsaclion. 

· ~hnll he llppro\·cr.l or ru.t.ificd ns, nforcsnid. , 
N.o:·contrncl or other lransnctio.n bctwe~n this Cor­

.porrilioJl nnu nny of its subsidiaries !!hall in any cnse bt' 
,;.oi;l ·or voir.lahlc or otlu~t?-visc a.ffccloo hl!et~use .of thli,· 
faet Hint·ilircctors·or·om~r:S r>f thi~ Co!'porntiou nrc tli­
rcc1or~ or offic~r~ of l!Uch subsitlinry, nor. al1nll nny ~nell. 
ilircct'or.or.offir·cr, lK'~nuse.of ~ueh rdalio11, he dC!!nlt>fl in­
t,(i·r.,,.tm) in ~n~h conlnrd or other tnmsndioli· nntler nu~· 
of lhc pro\·i~ions of !hi~ Snfi<m 27, nor shall. any ~uch . 
director 'be'·Jinble to.l!CColmt bccaJ!.SC of 1111Ch relation . 
For.1l1e purpose of thisR.-<:fion!l7, I he tctm "~uhsi1~in~y" 
sllllll mclln nny corrorntlon; more thnn 50% ot whoso is· 
sued." and· o.ul stnmling · shnrc!l lm\·ing, ordinary voting 

. l>o\I;Cr mn~· nt Ute lini~ .1~ ?'""!!(',] hy t.hi!t r •• ~.rntiOll 
·aml/or.by t>nc or more ~ubsultar1cs ss snul term 1$ hcrch1 
dcfiru~d.· 

-----·- ;....,~ .. -. 
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Section 28. }\o (lir<'rlor <>r r•ffir<'r of thi~ C:or-p·..,rntion • 
nr~il lw n. ~toC"khohler ther~in. 

Seetion· 29. An,· !lirr•·lor ·nr offirl"r or ll"l(<•pl of thi~ 
Corpora lion rnny h~ r~ll'loYNl nt nn·y tim<>, with or with­
out rnu~{·, In sn£"11 mnmtC'r n~ ·,.hnll 1'>!1 i•ro..-i<lr!l· in thl' 
Br-Lnwr;. 

Seetion 30 .. Snhjf'rl t" lh~ pro\·i>;ions of Srdfo11 12 
this Cnn•nr:11inn rr~rn·l's the ri~ht l<> amend nml allt•r 
!his .Ct:>rlifir·:Jif• nr· lo .lllllf'ncl, nltcr, ~ltnn~rt>, suld lo or 
n·pt•nl nny pro\'isiou~ rontRint><l h~rt•i11, in thl:' mimn('r 
now or h•·r••art1•r prt>~l'rihf'tl loy J<tn1n1(•, tnul nil rit::ht~ ron· 
fr•rri·<l upon riflif"(•r~. •lir••r•fnrs ur st<wkllolrlt:>r-s an• gr:mlrd 
_snhj~d to thi~ r•·s~rvntitm. 

h WlTx~~".'> Wn~in>tw, "'I' do mnh, ·Pllh"'eribc nnrl 
ul'knO\\'lNll-':'1! 1 hi~. Ccrtificn t!l. . 

Dated: 

.. . . ---:---------OOOdL<<'-''"' ___ ,.Q __ "'"'~·~o ..... ,<~;w 

. -~-:' 
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S-r.<l'r; ~,. ;\Ew Ym<K,/ 
Couutr vf :'\<!w )\Jrk,\.:;..;,: 

On this -(. ;~tin)' 1>f ;~."-~ , ]!)351 hcfore 
me per~oJmlty ~·•me "'· lhct: Bm:lffsT~;,, ,\ur.nT K 
Xutt.•a:~ nml CUAUI . .E.'> IJ. Kn.F., 1o mu known nntl 
know·n1o m~ to h,:.Uw p•;rsons ilt•scribcol in nnd who cxc. 
cuteu tlw fnrc~•JiH::: l't"rlilicnh• nnd lhc;r ~WI!rnlly duly­
a(•kJlO\t>)Qd~C>tl.lo me t)111t tl1t•~· cxcculcd the snmc. 

Cl'YillD 
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J-··r~....-. Xotary Public . . 
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OF 

GENERAL TELEPHO!II"E CORPORATION 
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OF 

GTE ~RODUCTS CORPORATION .. 

* * *' * * 

· 1. · The name o·f the corporation is: 

/GTE PRODUCTS CORPORATION 

.jl/) 

2 •. · The nature of the busin¢ss _to be transacted or 

.. the. purpose's .. to be . promote(}. or ~arried . out by the ~orporatic;m,-

qre:. 
. .. 

(a} .. ·to acquire, purchase, sell, own, hold and 
. .. . 

othe~ise deal in the s't6ck of qther c;,rporatitins and.· 

to e~~·rcise ail the rights, powers and privileges 

of. ownership including the right to vote. on ·any. shares· 

of ·stock io owned;. and 

(b) to engage in any lawful act O:t;:' activity for 

which corpo:t-ations may be forined under the Stock· 

cdrp¢rati6n Act of the state of Connecticut. 

3. The total number pf shar'E:!S of stoc~ ':wJ:tich the 
-. . . . . .. . . . . : ·. . .· .· ... ·/..···· ·.· ,:. - ... 
corporation. sha,ll hav..::; authority to issue is:;:five.:J:houl:fand . ' . ' . . : ___, ' ,. . . . ' ...... · . -:~~-•. ~--~'*-~ :~~~.~f~ to';-£ .. ~,-;:~~~··-:,.:-., . . 

-is,.ooo·) f _·all of such shar~s. shail be .{J.tho~.t<~x-~:-;;1~£~·,_ . 
. . . :;<~L~;.::;~;,.~ . ?;~:;H?~;/~.::; 

' ' . . . 
M 0 R...,:. ._ • .,. ....... .-. ......... ...( .. -;:.-.- ........ , ...... ~ 0 0 (··· •• '< :.•,,. ',' ... ~-............ -.....,.~·'·'"""'~··· . ___ ...:.,_,.:..~ -.\....n-+-...,--,..·-.-..,: .... ~ • . ·., ~ •·"-·~-.__~' ·_.._..,., . .,.,..- ..... ·:"'~·~·w· ~ .... ..,. .. .., •' u. -~> 
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4. 'l'he Jninimtim amount of state capital· with which 

the. corporation shall commence business shall be one Thousand 

<<St~ooo~o.or ooila~s~ 

5 • ... The shareholders of the co·rporation shall ~ave ·UO ..... . 

preempt_ive. rights to subscribe to any shares of a.-ly class <>~.• to 

any oblig<!.tions cionvertible into . sh'ares oi the col:porati;..on. 

6.· The.: corporation is to have perpetual existence. 

I,.THE UNDERSIGNED, being the incorporator forth~ 

·,_,. 

··:.: : . . 

. purpoSe' 'of . fopning. a . corporation pursuant to the Stock Corporatiqn, 
. . . 

·Act of the St<~.te of Connectic:ut, do hereby declare under. the·· 
. . . . . . . 

. penalties bf fal$-e statement the statements made in this certi:fi':"'. . . ' . . 
cate are trw~; and_ accordingly have h~reurtto set my hand this· 

28th day ·of January·¥ 1977. 
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VOL-- .. ~ .. o6 ·st' ·... 9 . . . . .. · .... 
. APPOIN'IMRNT (7p STATUTORY AGENT FOR SERVICE 
.. QOMmlC coliroRATION . . . 
-~~ .. ttv. w6: . ' il,~~'""§ -·.· ~~n.-.,s. Tsa. . . :. ·. _:,: . 

· _· ·· tb:·:rha;s;;~,._~~f.the Sta~e:of~nn~i~- ~----~~~:---~-~~- · _·• ·•--(~~· · 
~'W~~·;;;.;~!IC~S CQtiroRA"';;;~~,~~==,~='-·-~~~~.- ''~"" . .•. :I 

. ___:::...; ;, •. ,'-.~.,:.. __ .· __ .· ~...:-· -~---_._.;. ' A~INfM£NT ~~--

Th~. a_bOve· <;9~poratioo , appoi~ts as __ its• -~~al.utory age~t. for service, one of the following: :: ' . ' -·· . . -~: 
·_.:.._-_._·-. ·.,_..,. __ ~.;_;--~_.;;, ;:-l· .. ;.._--~ __ ".;;..N-··w· H·. ·o~_,~< '.~<•_~,-0· -;:;:_~. OF·-r_,;..:. __ -,<,•~. •1. ~-~ . . -'-: ---- ·- ::o;,1: 
"- ~ on•-~ •••~ •~••>• •~• ~~~~~• ~40 ·::=~:$$. --. __ ~~-~----=~~~-- .-. -~~.::~~--·-·. ~'·}~:;', 

~o-Diitss OF. f!icNC;,,_l Ot~ict iN CQNH. ,-;;--;;..,., - .. ~;r;;;;,,1,~~--·;.-;,~~ -~ ,,_; ~i<~l:_ t:~:~' .. 
~~~-6f•:i:QiP~tio~'Mtb<Q.;,ii~iJ;ia;,~~l~w•.<>f Conn.• ADD~SS Of niNCII'Al ~flt:6, IN CONN. iif ..-.~~- -~:..;;,.~ .tk s.7.·-;Tc-~;·; ·_~; :· · . 
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AGREEI\IlENT AND PLAN OF MERGER 

Th.i~AGREeMENT AND PLAN OF MERGER (this "Agreement''). dated as of juJy 27, 1998 (''the &mC: . 
hereof;), is entered into'. by .and ~?rigBeii. A~anf!c C~!Ji<?ration. a J?ela~~ cQWOtati(!n t.'Bc~_ll A_tl~tic'~). _ · 
Bet:i Garriina Corporation. a New York: ~rporation and a· wholly owned subsidiary of Bell Atlantic ("Merger 
·Subsidiary'~); and cttE C6rporation. a New York oorporation ("GTE'). · 

wHEREAS·. the Board of Dir~ctors of each of Beli Atlantic, Merger Subsidiary arid GTE has detennined · 
that it # iii the. b~st interestS' of its· St()C.kholders that Bell Atlantic and GTE enter into a business combination 

· unde:r which a subsidiary of Bell Atlantic will merge with and into GTE. pursuant to the Merge!' (as defiJ:led in · 
· Section Ll hereof) and Bell Atlantic and GTE desire to enter into the "merger ofequals'. transaction · . 
. c6ntempl~lted hereby; arid. in connection therewith, to make certain representations, warranties.and agree,nieil.ts; 

~:-.- . ' . . ' ._... . 

W~; ·;)5 a: condition td, and w:unediately after, the exe~ution of this Agreement, art(:l as a coJi(fi.ti~ t0 
. c the execution of the BeQ Atlantic Option ..;.gieement(as defined below)~ GTE and :aetl Atlantic are entmng . 

into a stock option ag:reement{the ''GTE Option Agreement") in theform aW!.ched hereto as .Exhibit A; · 

. WHEREAs, as a condlnon to, .and ~ediately after, the ex.~ution of this Agreement, and <l$. a condition to .... : 
. thy execution 9f the GTE Opuon A:.greement, GTE arid Bell Atlantic axe entering into. a stock option agr~nt 
· (the ~·BellAtlantic Option,Agreemen:t'', and together with the. GTE Option Agreement, the. ''Option · · · 

A,greeroent5'.') in the f<iitn attitehed hereto as.Exhibi(B; . • . 

. . . WHE~s, the :Board of Directors ofe~ch of Bell Atlantic, Merger Subsidicyy and GTE has determined · 
·... ·mat the .Merger. and tlle other tnmsactions contemplated hereby are consisre)n with, and in furthenince of, its . 

business Strategies and 'g~rals and has approved the ·Merger upon the termS and conditions set forth herein; 

w~iREAs,:fodede~a:J.inccime tax pwposes, it is intended thatthe Merger shall constitute a tax~free · ·· 
reorganizatiOt) under Se~tiort 3.68 of theJntemal Revenue Code of 1986, as amended (the "Code"); and 

. · WHEREAS; for accqunting purposes, it is .intended that the Merger sllall be· accounted for ~ a: pooling of 
·. Jnten:i:;ts under United States generally'accepted:accouriiing principles ( .. GAAP'~); 

No~, THEREFOR~, in tons~~eration oftlle foregoing and the mutual covenants and agreeinents herein 
aoritained; and intending to be legally bound hereby, the parties hereto hereby agree as. follows: 

ARTICLE I_;_THEMERGER · · 

SEcTION L 1-The Merger; At the Effective Time (as detinedin Section 1.2. hereof) and subject to and. 
upot1 the·terms·andcon.ditiotlS"<if tlrisAgi"eement and the New York Business Coq)Orauon.Law ('•N"(BCL")~ 

. ·.Merger s l)bsidiar)r ~A~ iii bb. merged·. With and into GTE (the .. Merger',), whereby the separilte corporate ' .. 
eidstence of Merger Subsidiary shall cea.Se and GTE ~hall continue as the surviving coq)oration whiCh shallbe 
a·wholly~cwned ~ubsidiw')' ofBeU Atlantic; OTE as the surviving corporation after the Merger is herein~· .• ... · ·. 
som~times iefeffed to as the. ''Surviving Coq:ioration" and Merger Subsidiary as the non-surviving ccirpOratton 

· .. after tfie l\1erger is hetein S!)rnetimes referred to as the ''Merged Corporation.'' GTE~ Bell Atlantic and Merger 
· $ubsidiary are herein referred·to collectively as the "Parties .. and each individually as a "Party.'' . . 

' : . . ' . ' . ·, ... 

'SEcTIOJ'l ·f.2~Effecdv~ Time. · .. As .promptly as practicable after the satisfaction or Waiver of the . . . . 
conditions sel forth in .Afticl.e VIII hereof and the. consummation of the Closing referred to in Section 1:Z(b) .. · 

. heteof;the Parties shall cause the Merger to be consummated by .filing a Certificate of Merger with the · . , 
Setretarybf State oftheState:of New York with respect to the Merger, in such form as required by, and· 
exec1,1ted in a,c¢ordance 'with: til~ ~levant provisions of the NYBCL (the time of such filing being. the · .·. .. 
"Effective Time';)~ · · · 
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SEcf!Oi'i 1.3.-Effect. of the M.erg'er.· ·· At the Effective Time. the effect of the Merger shall be as provi~e~ . ··.· . 
.. hi. th~ appli~able provisi~ms· of the·. NY BCL ·Without uri ring lhe getiemlity of the foregoing. and .subject " · · ·•• . · · ' 
thereto; at.the-Eff:ectiveTime aifthe.property, rights, privileges. powets and franchises of GTE and Merge~ ... 

· Subsidiary shttll contiriue w_ith;·or~vesi in. as the case may be, GTE as the Surviving Corpotation,.and allqebis, 
.liabilities and duties of GTE and Merger Subsidiary· shall continue to be,. or .become, as the case may be, the · 
. (!~b~; liabilities and duties ofri:f:Eas the Surviving co·rporation. As of the Effective Time, the SurViving ..••.. 
cO.r-Poriltion .shall be a direct wholly-owned subsidiiuy of Bell Atlantic. · · · 

. S~crroN I.~Subseq~ent Actions;. .Jf at any time after the Effeciive Time the Surviving. Corporation 
shall consider or be ad vi sed that ah Jc .deeds, bills of sale, assignments, assurances or any. other actions or things 
are necessary· or desirable .tq. coritinue. in, V~t. perfect or confirm of tecord or .otherwis.e. !11 ,the Sui:vi ving 
Corp~ration its fight,. title br intetest in, to or under ~y of the rights, properties, privileges, franchiSes or. assets . 
6f either· of its cons,~itue:nt c6rporatiqns acquired or to be acquired by the Surviving Corporatiari as a r(!sult of, 
or.in .. connection with, ~e Merger or otflerwise to carry out this Agreement. the officers and directors of the 
Surviving Corporation shall b,e di(ected. and ailthoriz~d to execute and deliver, in the name and on behalf of ., -
either of such consti~uent co.ipm::~ti6-os; all su·ch deeds. hills of sale, a5signments and assurances and to talte and 

. do, in the.nai.ne and i:m-~tialf of each ofsudi corporations or othernlise, all such ottier actions and.thirigs .as 
rqay.be :~ecessary oi- desirable t() ,vest. perfect or confinn any and all right. tide and interest in,. tCi and under 
such rights, pr(}penies, privileges .• frnnchises or assetS in the Surviving Corporation cir otherwise to' cimy out . · 

. this Agreement · · 

SEcTION l S-~Certijica;e. of lncoqjqrarion; Bylaws; Directors and Offil;ers of Sun•iving Corpo~ation. 

I ' - ~: 

,, • I ' ' 

Unless otherwise agreed by GTE and Bell Atlantic before the Effective Time. at the EffeCtive Time: 
--.: . 

. ·. . · (a') the' Certificat~ ofln~orPoraiion of GTE as the Sur-Viving CorpOration shallb~ the Certificate of · ·. •.· ·.· , . 
lri~orpomtion of GTE as tn ~ffect humediately prior to the Effective Time. until then!after amended il.s provld¢d 
by la~ and· s~ch Certificateoflilcorpociltion; · · · · 

. ' . . ~ ' . 

··(b) tbe Byla~s of GTE·~ the Surrivi~g·:Corpo.niiion shall be the Bylaws of GTE im~ediately prior to the 
. Effective Time •. untiftlien:after amen!fed·asprovided t;Jy law' and the c;ertificate oflncoiporation aiui the 
·.Bylaws of such Surviving Corporaiioh; and · · 

... (c) the dir~ctors arid offi¢er8 bf G:ffi.!J:'Ill'hediately prior to t4~ Effective Time shall continue to serve in 
. their respective offices ()f the <survi~ing Corporation from arid after the Effective Time~ in each case until their 
successors are elected or appointed and qualified or until the!f resignation or removal; If at the Effec;:tivt;! Time a. · 

· vacancy shall exist on- th~ Board of Directors or in any office of the Surviving Corporation, such vacar~.cy may 
. the~eafter ?e filled In the manner p~ovi~ed by _law and the Bylaws.o'f the Survivin.gC~rporation·. . . 

ARTitLE·tt--EF'FEcr ON.STOCK OF TilE. SURvMN~ 
C6~RATIONAND THE MERGED CORPORATION 

SEcTION i.l ~onv~r~ion of Securities . . The manner and basis of converting the shafes of common s~k 
oqhe Surviving Corpoifltion and oflhe Merged Corporation at the Effective Time, by virtue of the Me~ger and 

'without any actiori on the pii.rt of any 6f t;he Parties or the holder of atty of such. securities, shall be as.. . . 
. her~inafter set forth in this Article. II. · · · 

·. SEen oN 2.2-:-Conver#t::m of Shares~. (a) Subject to Section 2. 7. each share of c.onimo.n. stock. p~ value .· · . 
$0.05 per share, of GW· ("GTE Common Stock") issued and out:sumdirig immediate(y before the Effective· · 

·.Time(excludlng thos¢.(:-ancelled _pw:suant to Section 2.3)~d all rlghts in respect thereof, shall atthe Eff~tive ·· 
Time, wltho1Jt any action on the part of any holder thereof, be ccmvened into and become 1.22 shares of · 

... · common stock~ par value $0.l0peishaie,of Bell Atlantic (''Bell AtlanticCoinmon Stoc.k'')~ Such ratio of 
· GtE Common Stock to B¢.U Atlantic_ Common Stock is herein referred to as the ''E:tcbarige Ratio:· · , · 
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(b) As of the Eft¢~tive Time; all ~bares of GTE Common Stock converted·pursnant to Section i2ta) shall .. 
. nd1onger be outstanding and shall automatically be cancelled and retired and shall cease.to eXist. and·ea~ . • . .. 
holder of a ce¢fieate (each. an ''Old Certificate .. ) representing any such shares of GTE Common Stock sitan. . · . 

. cease to ha~e any rights with respectthereto;· except the right to receive shares of Bell A.tliuuic Common Stock.. . . 
. . . it! a.Ctoriiance with .Seciiori 2.2{a) •. ce:iiain-ru:vidends or other· diStributioiis iii accordance wfili Section.2.S(i)) artq _:-c 

. .. . . any. cash in lieu of fractional shares of Bell Atlantic Common Stock .to be issued or paid in consideration · •·· , ·.·· 
. . · .therefor upon surrender of such certifi.cate in accordance with Section 2.5. without interest. . . . 

. . (c) Fo{all plirposes.ofthis Agreement. unless otherwise specified, each share of GTE Com.i:nOfl ~tl)ck . 

·,. 
·'·· 

·.·held byemployee.stock ownetshipplaiis of GTE (i) shall be deemed to be issued and outstanding. (ii} Shall·riot 
be de~rned io.be held in the treasury of GTE and (iii) shall be converted into shares ofBell Atlantic Co~on ·. 
Stock in act01'da.nce vdth. the EXchange Ratio·~ 

· .. . -;:· 

. SEidl oN 2.3-Can~ellaiio~ of tm:ISury Ski res and Bell Atla~tic·owned Shilres. ·. At the· EffeCtiy¢ !trite •.. 
each share of GTE Common Stock held iJ:1 the treastiry of GTE or owned by Bell Atlantic immediately prio(to 

-the Effective Thne shall be cancelled and retired and no shares ofstock or other securities o( Bell Atlantic or · 
the Survivi~g Coiporation shan be isstiable; and no payment or ~ther consid.eratidn sllltll bC. made. with ~-
.·~~ .·. . . .. 

· SEcTION 2A-;,.··Conv¢rsio~ of Common Srock of the M(!rged Corporation into Common Sti>ck of the . . . .· .. 
Surviving. Corporation. ... At the· Effective Tl.me, each share of common . stock of Merger Subs:idiai)r iSsued a.oo• • 
·outstanding inunediately prior to the Effective Time, and all rights m. respect thereof. shall, withci_ut arty action ". 
on .the. pan of Bell Atlarttic, fort11witli ceaSe to exist and be converted into 1,000 validly issued,: fUlly ,paid·.~ · 
·nonassess-able shares of.common stock, par value $0.05 per share. of the Surviving Corporatio~ (the . . · 

· "Su~rviving Corporation Coirunon Stock"), lrmhediately after the Effective Time and upOn suxien~ by :Bell 
Atlantic_· of th_ e certificate repi:esenting the shares of the common stock of Merger Subsidiary~. GTE aS the . 
Surviving Corpor<1tion shali d(!liver to Bell Atlantic an appropriate certiticlit¢ or cei:tincates representing tlle . 
Surviving Cqrporation Coriunon Stock created by conversion of the common stock of Merger Subsidiary. 

• owned. by Bell At! an tit. · · · · · 
. . 

SECTioN ~5~-,,E.:cchange P~ocedures. (a) Subject to the t~rms and conditions hereof~ at or prior to the 
Effective Tiirte Bell Atlanticand OTE shall jointly appoint an exchange agent (the "Exchange AgenC) to •·· 
effect the exchange of Old Certificates forB ell Atlantic Common Stock in accordance :with the provisions of · 

_ this Anicl~ It At the Effective Time,· Bell Atlantic. shall deposit. or cause to be deposited. with the ·E":cl;lange · · 
·Agent tertificates represe11tirig Sell Atlantic Common Stock for exchange for Old Certificates in·accorda.nce'. 
with.the provisions ofSe~tion 2:1 hereof (such certificates, together with. any dividends ot.distrlbutiol1s W:ith · 

. re5pect thereto •. being .herein refei:r~d to as the ''Exchange Fund''). Commencing i!llffiediatety. after the .. 
Effective Time and. 4ntil the appointment of the. Exchange Agent shall be terminated, each holder of an Old 

·. Certificate may surrender the same to· the Exchange Agc;:nt. and, after the 'i'Ppoiiltment of ihe ·Exchange Agent· 
shall be-terminated; any s1,1ch holder·may surrender any ~uch certificate to Bell At11Uttic. Such holder·:sball·be 
entitled upori.such .surrender to receive iii exchange therefor a certificate or certificates reprfisenting. the. number 

• . of whole shares ofBell Atlatltic CortimonStock such holder has a right to receive in accordance with Section 
· · · 2.2 hereof, certain !ii.vidends or ·other distributiQns in accordance with Section 25(b) hereof. and a cilstl; • 

payme~t in lieu of rtitction~lshares.ifany, in.-accordance with Section 2,7 hereof, an~ such Old.~rtificate · .. ·. 
·shall forthwith tie cancelled. The whole. shares of Bell Atlantic ComUion Stock to be"deliveted to stich bolder 

· shall be detive~ed in book~ntryJorm. unless such holder shall timely eJect in writing to receive the certificates· 
. repreSenting such shares.' . . . . 

. . . . . . . 

Unless and ·tmtiLi.ny such Old Certificate is so surrendered, and except as m~y be detel1Il.ined by Bell 
Atlantic for a period not to· exceed six months after the Effective i'ime. no dividend or .other distribution; if .... 
any,. pa)ral:>le to the holders ofrecord of Bell Atlantic Ctnnmon Stqek as of any dat~ subsequent to the Effective 
·Tim~ snali be paid to the holder Qfsuch certificate in respect thereof. Except as otherWise provided.in Section 
2.6 hereof; upon the surrender o(li.n:y such Old Certificate, however, the record holder of the certificate or · · · · . . 
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· ... certificates representing shaies of Bell Atlantic. Conimoh Stock issued in exchange therefor shall receive f;ro~ .. 
tJJ.e~xcb;utg~· ~,gent or Jrgm Bell .i\tlan_tic, as· Jh¢ case .IWtY "be~ payment of the amount of dividends and..othei: 
distributions. if any, w~i~::h !iS of any date subsequent to the Effective Time and until sucf1 .sun:ender shall m.ve . 
become paya~le and were not paid with respect to. such number of shares of :aen· Atlantic Cominon Stotk · · 
r•Pre-$urrerider Dividends''). N9 interest shall.be .payable with respect to the payment of Pre-Suo:ender .•. • .· .. 
DividendS upon the surren(ter of Old Certificates. After the appointment of the Exchange Agent shall have been·.· 

. .terminated, any holders 9f Qld Certificates which ha:ve not received payment of Pre-Surrender DividendS shiill. · .. 
iook oitl yto Bell Atliiiltic .for payment theredf. N otwhhstanding the. foregoing provisions of this Section. 2.5 . 

· • (!)), neither the Exchange Agent nor lll1Y Party shaJl be liable .to a holder of an Old Certificate for any Bell . · 
Atlantic Common Stock, any dividends o~ distributions thereon or any cash payment for fractional shares as 
contenipiated bySt:~:tion 2.7; delivered to a public official pursuant to any applicable abandoned property;. 
escheat or similar law or to a triutsferee pursuant to Section 2.6 hereof. . 

.· (b). Notwithstanding anything herein to the. contrary, certificates surrendered fo~ exchange by any 
"affiliate'' of GTE shaU nbt be ex2hanged until Bell Atllfutic shB.ll hav~ tecei ved a signed agreement from such -
''affiliate" as provide~ in SecHon 7.14 hereof. · · 

SEcncm 2.~Trdnife~ Books. ·· The stock transfer books of GTE shill be closed ~t the Effective.'Iime .· 
aM no ti:art~fer bf any shares of GTE Common Stock ~ill thereaft~r be recorded on any ofsuch stock u-ailsfer 

·. '( 

.;... - .·-

. b66ks. Iri the event ofa tr:arisfer .of ownership of GTE Common Stock thill is not registered iD. the stock transfer 
.r~cords ofGTE at tl:le Effective Tirrie, a certificate or certificates representing the number of whole ~hares df · · ' 
·Bell Atlantic C()inmdn Stock into whicll such shares of GTE .Comm:on. Stock shall have been converted. ~hall be 

. . issued to the ti'atisfere~ logether wlth a cash payment in lieu Of frncti~nal shares,. if any, iil. accordance, With . 
Section 2.7 hereof, an(] a cash pa)(ment in the arnciimt of fu-Su'rrender Dividends, ifany; in accorii3nce with · 

... -sec~on··. ~~5- (.b).he~of,_.i:r ~c.=rQld Certificate thert:for -~~ S~ridefe~· as .. lJlovid~d i~ Set:ti9;rt-2.5 h~(.eof;:· · . . _: 
• ' :.accotnpa:llied by all documentS. n!quiredio evidence and effect such transfer and by evidence of payment of any 

appllc:able stock t~sfer tax. The whole shares of Bell Atlantic Common Stock to be delive~d to such hdlder · . 
. . • shill.be delivered m book entry fotm, unless such holder shall timely elect in writing to receive the. certificll.tes 

represertting such sh:an::s.. . 

. . ·.SECTION 'l:1:...::.No:.Fracti01ial Share Certificates . . · (a) No scrip or fractional .share certificate for ~eli . 
Atlantic.Conunon Stock willbe isstioo in <;ertific.ated or. book entiy form upon the surrender for exchange o( 

. Old Cerii.ficiltes.; and an outstanding fractional .~hare inte~est will not entitle ,the owner thereof to. vqte, to. . . 
. receive dividendS o[to any righ~ of a stockholder of Bell Atlantic or of the Surviving CorpOration with respect ' ·. 

td such fractional share•iriterest;' . 
. . :,..,. , .. 

, .·,\··· 

(b) As promptly as practicable following the Effective Time, the Exchange Agent shall dete:nnine· the . , 
excess of (i) the number of whole sh~s of Bell Atlantic .Common St9Ck w be iss~ an(Ldelivered to .the .. · .. 
I;:xchange Agent puis~ ant to Section 2.5 hereof over ,(ii) .the ~gregate: ntimber of~hole shares of. Bell AtlantiC. :, .· ·.• · 

· Common· Stock to be distributed to holders of GTE Coinrilon Sti:x:k pUI'Suant to Section 2.5 hereof(~h.e:tc~s 
. beinfhetein caned ''Excess Shares"). Following the Effective Tirrie. the Exchange Agent. as agent fotthe .. 

holder$ of GTE C()nrinon Stock, shail sell. the Exc~ss Shares at then. prevailing prices on the New York Stock • .. 
Exchange.{the ••li.JYsE''), all in the manner provided in s~bsection (c) of this Section 2.1. · 

(c) .Thesale of tile txcess Shares bytheExcbangeAgent shall be exe~uted on the NYSE'thro11gh one or 
more member firms· of the NY SE ·and shall -be executed in round lots to the extent pracvcable. The Exchan.ge . ·· 
A~ent shalluse all reasonabi~ efforts to rompleJe the.sale of the Excess Shares as promptly following the · 

· .·.·. Effective i;ime as; iij the Exchange Agent's n=aSonable judgment. is practicable consistent with obtairiing th~ 
. ~st exec.utioii of such ;;illes in light of prevailing mal-ket conditions. The Exchange Agent shill, out of the 

:: proceeds from the sale of me Excess Shares, pay all commissions, transfer taxes 3lld other OUt"of~pocket . . . 
.. transaction costs, including the expenses arid compensation of the Exchange Agent, incurred .in connection with. 

· such sll}e of the ~c~ Shares~ Until the net proceeds of such sale or sales have been distributed to the holders .' 
· · of GTE Common StOck, the Exchange· Agei:lt Will hold such proceeds in trust for the holders of GTE Coinmoii .. ·· 

•' . . . . ,. ., . . 

. .. , 

. ··.'. 
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. Stock (the ~ 'CQrinn.on Shares Trust"). The Exchmge Agent shall determine the portion of the Common ShareS 
• Trust to which each holder of.GTE Common Stock shall be entitled. if any. by multiplying the amOunt of the 
aggregate net proceeds comprising the Cotninon Shares Trust by a fraction the numerator of which is .the· .. 

". airiount of tractional share interests-to which such bolder of GTE _Common StockJs entitled (after taking int9 : . 
. accoont all shares of GTE Cotrunon Stock held at the Effective Time by such holder) and the denoniiriator of 
. whlch is the aggregate amolirtt ti:Hractional share interests to which all holders of GTE Comriion Stock are 
entitled. 

(d) Notwithstancllngthe provisions of subseetions (b) an.d (c) of this Section 2.7. GTE and Bell ,t\tl11ntic 
.. may agree ;!\t their option. e:<ercised prior to the Effective Time, in lieu of the issuanc~ and safe ()f ~ 

Shar¢s'and:rh.e making.ofthe payments contemplated in such subsections. that Bell Atlantic shall pay to the .· , · 
Ex,chang~ A,gent an amowitsuffidentJor tlle Exchange Agent to pay each holder of GTE Cotmnon Stock an : . 

· amou:rit inc3s,h equal to the product obtained by multiplying (i) the fractional share interest to whiCh such. 
•· holder ·would otherwise.~ entitled (after taking into account an .s~ of GTE Common Stock held lit t.he .·· • · · 

· ·- EH:ective.Tinie by· such holder) by· (ii) the closing pnce for a share ofBeU Atlantic-Common StOck oil.tbC :. . .. 
. . NYSE Composite Tclnsaction TapE: on the first business day. immediately following the Effective Time. and. in ... 
s~ch case, ali references here~n to the caSh proceeds of the siue of. the E:<cess Shares. and similar refeteric:es · · 
shall be deemed to. mean and refer to the paymentS calculated as set. forth in this subsection @. In such event. · 
EXcess Shares sha,Il not be issued or othexwise transfeiTed to. the Exchange Agent pursuan~ to Section 2.5 (a) .·· 
he;eof or, if previously issued, shall be returned to Bell Atlantic for cancellation. . .. 

·(e) As so~ti. il.S practicable after the. deteimination of the amounts of cash, if any, t~ be paid to hold~¢ of .. ·· 
.:GTE Cmnn:ion Stock· With respect tti .any fractional share interests; the &change Agent shall make available. · 
S!lCh amounts. n~t of any required withhol(Jing, to such holders of GJE Commori Stock.. sUbject to and in. 

· accord3flce wit!t the terms of Section 15 hereof. 
. . . . : . . 

. (f) AnY portionofthe E~change Fund ;md the Common Sha.nis Trust which teniains: undi~Uib~ted:forsix .·. · · •· 

. :'. 
ril~nths after the Effective Time sh3ll be delivered to. Bell Atlantic, upon demand, and any holderS of GTE 
ConunonSttickwho have not thetetoftire .complied with the provisions of this Article II shall tlie~r lciok . 
only to Bell. Atlantic for satisfaction of theii. claims for Bell Atlantic Common Stock, any cash in· lieu. of . · · · 
fr~ctional shires of :a en· Atlantic Common Stock and any Pre-Surrender DividendS. · · 

· .. ,'•'. 

SEcTION z_g_;_()ptions to Purchase GTE Co~~n Stock. . (a) At the ·Effective Tillie, each option o:r 
warrant granted l:iy GTE to purchase shares of GTE Common Stock ·which is outs~ ding and une~ercised. 
imniediarely pnor to the Effeetive. Time sbaU be assumed by Bell· Atlantic and converted into an oppon· cir 
warraritto purchase shares of Bell Atlantic Common Stock in such amount and at such exercise priCe as · · 

.· provided .below and otherwise having the saine terms and conditions as are in effect immediately prior to the · · · 
. Eff~ctive Tiril,e (except to the extent ~at such terms, conditions and restrictions may be. altered in accordante.· : . 
•.. with their terms 'as a result i>fthe transactions contemplated hereby)~ · · 

.· · . (i) the number of shares of Bell Atlantic Common Stock to be subject to the new optiori or. warrant 
shall.be equai to the product of (x) the number of shares of GTE Coinmon Stock subject to· the original .. 
opt.ion. or warrant and (y) the Exchange Ratio; . 

·. (ii) the exe~cise price per sOa!e ·of .Bell Atlantic Common Stock under the n~~ option or w~ ·· 
shall be equaho (x) .the e~erci~e price per share of the GTE Common Stock under the original optio11 of .. 
v,rairant divided by (y) the Exchange Ratio; llnd · · · · 

(iJi) 11pon each exercise of op.dons or Warrants by a holder thereof, the aggregate number of shares of • · ··· 
Bell Atlantic Common $to9k: deliverable UpOn such exercise shall be .rounded down, if neceSSary, to·~ 

. neares~ whole share: and the aggregate exercise price shall be rounded up. if necessary. to the nearest ceni. . . 

:The adjustments· provided herein. with respect to any options which are ''incentive stock options" (as 
qefined in Section 422 cif the COde) shali be effected in a manner consistent with Seetio~ 424(a) ofthe COde. · · 

· .. ,-· 
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·. cb) AttheEffective Time! ea,~h stock~preciation right f'SAR") with respect to.GTEComtP.on StOCk 
whith is OUtStanding and t;triexerdsed immediately before the Effective Time shall be converted into an. SAR . 
with· respect to shares-of Beil Atlantic Conun~n StQCk on the same terms and conditions as are in ef(eit 
iriuneruately prior to the EffeCtive Time. wi~ the adjustments set forth in .subsection (a) of this SeCtion ·2.8-. ·· · 

· SECTION 2~9-Restricied Stock, At. the Effective Time. any shares of GTE Common Stock aw~ded . 
·.purSuant to any, plan. arrangement 0~ transaction, and OU~tan:cting iminediately prior io the Effective Tinie snail ....• 

. . be converted ihto snares qfBeii A:tlantic Common Stock in accordance_ with Section 2.2 hereof. subject to the . 
. same terms, conditions. and r~strict:lons.as in effect inunediately prior to the Effective Time, except to the ext~nt .· 
. that such terms, conditions • and restrictions may be altered· in accoidimce ·with their teims ·as a result of the 

transactiot}s ¢1)ntemplated he~~by. · · ·.: .· 

... : .·· 
·-.. \ .. 

·. • <SEcTION 2.1~Cenain Adj~tments. If between. the date hereof and the EffectiveTime, the OUl$tandtng 
shares of GTE Co~ort Stock or of Bell Atlantic Common .Stock shall be changed. into a different riWi:ibl;:r of. .· 
shares ~y.reas6n.ofany reclassification,.recapitallzatic;ni, split-up, combinati(}n or. exchange ofsbares, or any· .. · 
dividend payable in stock or other securities shall be declared thereon with a record date within such periOd~ 

t, .·· 

. the Exchange Rati·o shall be adjusted accordingly·to provide to the holders of GTE Common-Stock and B.elr· .. 
, · ··_ . Atl~ntic C~~On ~~i~k_the_·same ·econ~mi~·eff~Ct as ~ontemp~a~~d by this Agreement prior l~ such .. 

. reclassification. recapitalization, split-~p. combination, exchange or dividend. 

.. -~ .. \ :_ ·-~ 

. \ .. ', .. 

_·,' 

· ARTICLE nl~RTAINADDIT!ONAL MAITERS · 

_ SECTIO:N 3.l~enif;~atiof fncq,poration i:md By!.qws of Bel/Arlanric. At the Effective Time and _ . 
. ~ubject to and up{in the terms and. conditions ofthis Agreement and the General Corporation La~ of the· Sratd · · 
. ofDelawru;e ("DGCL"); BellAtlanrlc shall 'ci!lse the.Certificate of Incorporation Cif Bell Atlantic an~ the · ... ·· 
. J3ylaws·a;f.Be!i,Atlantic·uj be. amended IUld restated •o m¢orporat1i. the provisions set forth in Appendices I~'A- .. 

. · >iidd I~B hereto,' respectively; Such am¢ndment.andrestatemt:mi of the· Bell Atlantic Certificate of Incorporation 
. ~d am¢ndment and. iestate~lit of the Bell Atlantic Bylaws are referred to herein as the !'Certifil::ate 

.· · Ainendment'.'- and the • 'B yia:ws Amendment,~· respectively: . ' ' . . '', - .. -' ~ . . . 

. ~- .. : . 

. . . ~ .. . 

. . ,:SEqxod3' .. 2~piylden'*:.' Each of GTE::uid Bell Atlantic shall coordinate with the otll~rthe decl~on .. •. 
. of; and the setting of iecoi:d dates and payment dates for, dividends on GTE Common Stock and Bell Atl:mtic .. · · ·· . ,. ·.· 
_ · · Coinln9n St~k so that holders:o.f GTE Corrintoit Stock do not (i) receive dividen~ on both GTE Common 

. St{)ckarid_.Bell-Adantic Common Stpi;k received in connection·with the Merger in tesP,ect of any calendar·- ._ ... 
quarter or{il)f:Ul to. receive a divij:lemd on ~itber GTE Common Stock or Bell Atlantic Commons~ received · 
in connectiornvith the'Merg1!~ iri. respect of~y Calendar quinter: . . . . . . . 

. . . . ~ 

Se¢:rlqN 3.J:....;..fieadquart_ers~ ., GTE and Bell Atlantic agre~ th~t immediately following the Effectiv~ 'rime • · 
the headquarters ()fBell Atlantic shall be l(?Cated .in: New. X ork,- New York. · 

. SECTI~N 3.4-Co~rate l4e,ntity .. · .. GTE and· Bell Atlantic agree that at the Effective Time, the ~orporate . 
. name of BeU Atlailtic shall be a8 shall have been agreed by .the Parties. . . . . 

. ARtiCLE. rv..::...REPRESENTA TIONS·AND WARRANTIEs OF GTE 

. . Except· as expressly disclos¢d i-n· the CiTE Filed SEC Reports (as defined below) (including ~ exhlbits . 
·referred to tllerein) or. as set forth in the d•wlos"ure scheclule ~Jell vered by GTE to Bell Atlantic on the date 

· het¢of (the·' 'GTE· Di#'losu.re Schedule•') (each section of which qualifies the correspondingly numbered 
. representation and W,airanty or coyenant as ~tied therein), GTE hereby represents imd warrants to Beil 

.Atlantic as follows:·. · · 

SECTION 4~~ ~rgimkatlon and' Qualification; SubsMi~ries. Each. of GTE and each of itS. sigtlificant . . . 
S11~s1cti#riesds a corporati~n duly organized, validly existing and in gOod standing under the laws .of its 
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jurls<ii.ction of incotpQtition or· org~on. Each of the GTE Subsidiaries which 1s not a Sign,ificam · 
Sut1sidiary. is duly. org2ni.Zed. validly .eristing .and in good standing u.nder the laws of its jurisdiction of· · 
inrorpocition or orgattization; except for such failure which. when taken together with.all other suchfaijures. 
w.ould,.notre.isonably be exilec.t¢Jo)tavea.Matetia!AdY.e~ EffecconGTE. Ea,cl).·pfQTE and itS Su'Qsidiar:i~s · 

. has the·reqmsite ~orPot;ate power. and $thority and. any necessary governmental authority, frimchlse,licellse~ 
. ~rtificate or·pennit to own, Operate .Qr iease the properties that it pw:ports tO OwD, Oper;lte Or lease •.and to carry .. 

on its business as it is now beirig conducted. 'and is duly qualified as a foreign corporationto do business. and 
isfu goOd..standing, in:eacb jurisdiction where the character of its properties owned. operated or leased odhe, 
natm"e. of its, activities mak:es Stlchquatifi:eation necessary, except for such failure which. when take.n together 
with .ali ()ther S!lch failures, would not reasonably be expected to have a Material Adverse Eff~ct on GTE. · 

. Secn6N 42~eriijicate ofl~corpotation and Bylaws. · GTE has heretofore furriisbed. or otherwis~ ma4e . 
available. to Bell Adantka complete and correct copy of the certificate of Incorporation and the Bylaws,: .each 
as ameitded·lO the 4afu hereof, of.GTE. Such Ce~ficate of Incorporation and Bylaws are in full force>and. 

'effect. Neither: GTE nor any ofits SignificantStibsidiarie8 is ill viQI~tm of any of the provisiO~.~ its 
. re$pe~tive. Certificate 9flncorporationor, in anbnaterial respect. its Bylaws. 

SocnoN 4.i.:-capitalizati~n. (a)· The. authofued capital stock of GTE consists of (i) .9 ,217 ,;64 s~s of·· .. 
. prefetied st~k;. par value $50.00 pet siWe,. rione of which are outstanding or reserved. for issuance,: (ij) . . . . 
. n ,7i!1~02· shares of preferred. stock. no ·par value per share, none of which are outstatiding and, .700,000 of 

.. ;.· 

: .. 

• which ruive. been reseived.f~r issuante in accox:dance with the Rights Agreement (as defined below). and (iii) · . 
. 2,000,000,000 share$ of GTE Conimon Stock; of which, as• oflune 30, 1998, (A} 963,241,244 shares were .. ' . 
. . is'sued im~ oU:ts~ding; (B) 25,658,980 shares were. held in the ~ury of GTE, (C) not inore than 50.000,000 . 
. sh~es were issu~le upon the exercise of optitms outstanding under the GTE option plans, and (D) 31~60~j45 

shares.were reserved for issuance inconnection with other GTE Plans (as defined in Sect,ion4.1l(b) below); .. 
·. El'cept for GTE E<juity RightS issued: to GTE emplqyees in. the ordinary course of business or, after. tl;le date· .. ·· .. 
:h~reo(·as pecinitted by Section 6.2 h~reof or pursuant to the Bell Atlantic. Option Agreemeit~ (i) since June30, 

.. 1998. rio shares cifGTE C6mmoh Stoqk have been issu~ except upori the exercise· of optiQni described in the .· . 
immediately prc;Ceding sintence, a$td·(ii) there are no outStanding GTE EquityRight5 .. For purp()ses of·this. . 

.· Agreement; "GTE Equity Rights •• · shllli mean subscclptions, options, warrants, calls, commitmentS,, . 
~r~ements~ conversion right$ or ~ther. rigbts of any character (contingent or otherwise) to purahase or.· .. · · · ... 

. ·otherwise acquire:. imy shar~s. <lf the capitiil s.ioek of GTE frotrt ott dr any of GTE~s Subsidiaries at any.th'ne;. 
. .or. upon the hapj.1ening of any stated event, except for rights gt.inted under the Rights Agreement; dated a8 of 
· De~e01ber 7; 1989 (the.' 'GTE Rlghts Agteement" ). between OTE .a6d the Rights Agent (as defined therein)~ 
and th~ BeU Atlantic Option Agreement. Section 4.3 of the GTE.DisClosure Schedule sets fortha·c9mp1ete and 
accurate .list of certain inforri:uition wi.th respect to all ~JUtstanding GTE Equity Rights as ofJune 30,. 1998; · · 

.. ·.·(b) Exc~pt as .set forth i.n ~~ction 4.3. of We GTE Disclosure Schedule, pursuant to ih~ Beil Atlantic ·.•· . 
Option-ASreemerii~ .9r.;irlter the d<ite hereof, as permitted by Section 6.2 hereo( there ~ no outstanding , . 

·· obligations of GTE. or iny.t>f GTE' s: Subsidiaries to repurchase, redeem or otherwise acquire any shai:es of 
, c~pital'stcick bf GTE. · · · · 

.· · ... (c). AU 6fthe .i~sued and outstanding shares of GTE Common Stock are validly issued, fully paid and ••. 
. nonassessable. . . . 

' . ( c$). AU of tJ1e outstai!dlng capital stOck of each of GTE' s SignifiCant Subsidiaries, and. alt. of the • 
outst,itnding c3:pitalstockof GTE~~ Subsidiru:ies owned directly or indirectly by GTE, is duly. authorized. · • ' · 
validly issued, fully piiid aitd nonassessable.· All of the. outstandi~g capital stock of each of GTE' s Signific;mt: . · · 

· Subsidiaries1s.own¢d, by GTE free tlllii clear of any liens, security interests, p'tedges, agreements, claiin~. 
charges o:r ericumbrat~cfes. AU of the outstanding· capital stock of GTE' s Subsidiaries owoed directlY or . . 
.indirectly by GTE·is <;>wned free arid clear of any liens, 'security interests. pledges, agreements, claims, ~barges 

' 0~ encuinbrMces, except where such 'liens, security interests, pledges, agreements, claims, charges or ..... 

·, _.·,•.,··· 

. ·' 

·.·:·.' 

l, '• 



encumbrances wo~ld not, individually or~ the aggregate, have a Material Adverse.Effect on GTE. Except ;;s 
!Ier:!!3.t'ter issued Qr :entered fum in-~ccordance with Section 62 hereof, tbere are no existing subscriptions, · -• ' · · -

· options, w~ts; pillls; eoinmiunent.S, agreements, conversio~ rights or other rights of any character ·. •. ·. , .. •· 
. (contitigent or otherwise} to pim:ha5e or othelwise acquire frorri GTE Ot any ofGTE's Subsidiaries at any thru!, 
or upon the hap.i?eriing of~y stated event, any shares of the capital. stock of any GTE Subsidiary, whether or .. 

. itotpresently issued or outstanqing (except for rights of firstrefusal to purchase interests in Subsidi,anes which 
· are not wholly owned by dTE), or any ,of GTE' s director indireet interests in any Material Investment, and . 

there are no outstanding· obligations. of GTE. or any of GTE' s Subsidianes to repurchase, redeem or otherwise·. 
acquiie ·any shares of capital stock of any of GTE' s Subsidiaries or secUrities related to any investmentS, other . 
than such as woulq not, i_~dividually or in the aggregate, have a Material Adverse Effect on GTE. 

· . SEch6~ 4.~~utltority Rekmwt.o: thiS Agreement: GTE has th~ necessary coiporate po~er_.arii:l, · .. · .-· ·. · 
· .. aut,honty to eilfer •. i~to this Agieetl:lent ._arid~ subject to obtaining the requisite apptQval of the Merge~ A~ment · . · · 
... by GTE's stoekboldet:S ~uked by. we NYBcL (the .''GTE Stocldlolder Approval"), to perform its obligations 
-hereunder; The excciJtion ~d d.elivery of this Agreement by GTE~ and the. consummation by GTE ·oftli:e . 

. ·-:•'' 

· .. ·.· 

· ti'ansactions ~?ntemplated ti~reby, ha.ve been duly authorized by all nece~Saiy corp()rate action on the part of 
GTE, subje~tto otitil.ini.ng the GTE Stockholder Approval. This Ag~ment has been duiy executed and . • -. ·•. -
delivered~by QTE and, ~suming the due authorization, execution and delivery tliereo(by each ofBeU )}tlantic :. 
and Merger Sub$idiary~· constitUtes a legal. valid and·binding obligation of GTE, enforceab~e ag::Unst it 4t .. .· 

.·- accord3.fic¢ with its terms, subject to applicable bankruptcy, iilsolv~ncy, reorganization, moratorium or other ' 
laws relating to ·or affecting. the rights ;md remedies of creditors. generally arid to general principles of equitY-

.. .(regardle~s of whether c:onsidered in ,a proc~ding in equity or at law). · · · 
. . : . . . 

. . Sr.cnoN4.s:_No Conflict; Required Filings amt Consents. (a) Exceptas described insubseetion (b) . 
below, the ~execu~ionatld (leHvery of this Agreement by GTE do not, and the performance .ofthl$ Agieertu~nt by 

... · . GTE will I}Ot, (i) .violate or coptliCt with the Certificate oflncorporation· or Bylaws of GTE. (ii) conflict Witb.of 
. . ..violate any 'iii,W:; fE:gulittion, court order, judgffierit or decree applicable: to GTE or any ofits Subsidi<Uies or by 

whiCh any rif tp.eir. respectiv~ property or assets (includinginvesnnents) is. bound or affected,.(i~i) violateor · 
. conflict with tile Certific~¢ of Incorporation or Bylaws of any of GTE's Subsidiaries, (jv) result in any breach .. 
o( or constitu~e a default (or an event which with. notice·or Ja.pse ohirrte or both would become. a default). . . 
under, or. give-to 9thers any rights of ien:Diriation or cancellation of, :o.r result in the cre~tion of a lien or ' · 

·' encumbrance on ~y ofih~; properties or :assets(including investments) ofGTE or any of its Subs'idiaries · · 
pursuant .to, res1.llt in the ioss of any material benefit under, Of result in any modification Or alteration· of, Of.· . _. . 
requi:fe,the consent of any other party to, any cot'ltract, instrument, permit, license or franchise to which GtE or· 
any of its Subsidiaries is a .party or by which GTE, any of such Subsidiaries or any of their. respective' property 

. or "assets {including inyestinents)is bound or affeCted, except, in the .caSe ()f clauSl!S (ii), (iii), and '(iv) a®ve, .. 
for conflicts, violations. breaches .. defaults, restd~s or consents which, individually or. irt the aggregate, . wo~ld ... 
· not ht1 ve a Material Ad,·erse Effect ori GTE. · · 

. . (b) Ex.eept forapplic~ble requireritents,-if any •. of state o:doreign public .. utility conlmissions or taws 'or, . 
. . similarJQCai or stateci:r foreign.r:eguiati>cy bodi~.or laws, state or foreign antitrust or.foreign inves~ent.laws' 

.· :md commiiisioils• the Federal. Communications Commission, stock exchanges upon which securities of GTE • 
··.are .listed •. the Exchange Acti-the premerger notification requirements of the HsR· Act. filing ·and· r~ordation of ·.· 
. appropriate merger· or other doeument:S as. required by the NYBCL and any filings required pursuant to any .·. . .. 
·state securities· or ~·blue' sky'' ·Jaws or. the rules of any applicable stock exchanges, (i) neither GTE .nor. anY of, • · .·. · 
. itS. Significant Subsidiari~ is (equtted to. subiili.t any notice, repan or. other filing with any federat. stale. loeat· 
or foreign government, any Court, administmti.ve. regulatory or othet governmental agency, commission or .. 
authonty or any non:.goveinmeittat u.s. Or foreign self-regulatory agency •. commission or authority or any . 

. . arbiiral tribunal (each, a .. Qoverru:itetitat Entiti ') in connection with the execution, delivery or. perf~c¢ of . 
this Agreeme:rit.and (ii) no waiver;.consent:,. approval orauthorizarlon.qfany Governmental Entity.·i$ req~edto · 
be obtairied by GTE o~ any of its Significant Subsidiaries in connection With. its execution, delivery or · 
perfof1llailce of this Agreement. · 
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SEcriO!'{ ~.6--SECFilings; Financial Statemenrs. (a) GTE h~tiled all forms, reports and docume~u/ 
required tQ be til~ With the SecUrities and Exchange COmmission ("SEC'~) sincel~uary (,1995; and has 
heret()fore delivered .or made available to Bell Atlantic, in the form filed with the SEG, together with any . · . 
. ainen~ents thereto, its (i) Annual Rep6rts on Form 10-K for the fiscal years ended December 31. 1995.1996 . · 
imd 1997, {n) ·all pro~y. stai:emeius reliti.ng to GTE'.s meetings of stockholders (whether ·aruiuaf Or- Spediu) .held·· 
since January 1, 1995,. (iii) Quiu'tetlY Report on .Form 10-Q for the fiscal quarter ended March 31, J998~ and · 
(iv) all other reports onigiStration statements filed by GTE with the SEC since January 1, 1995, mCiuding . · 

· • Without limitation all Annual Reports on Form 11-K filed with respect to the GTE Plans (collectively, the · 
• ·. ~'GTE $EC Reports.", .with such GTE SEC ReportS filed with the SEC prior to the date hereof being referred 

. to as·' 'G'I'E Filed SEC· Reports"). The GTE SEC Reports (i) were prepared substailtially in a~cordance with 
the requirements of the 1933 Act or the Excflange Act (as defined in Section 10.4 he.reofl. as the case may be. 
and "th~ rules and regub1tions promulgated. under each of such respective acts, and (ii) did not at tile time they .. · 
were filed contim any untrue Statemertt of a IJlaterial fact or. omit to State a material factfequired tO beSti~et; .. 
therein or necessary m order to :make the statements therein, in the light of the circumstances under which 'they · 

. -were xnadc'i. not" m!Sl¢ading.. . . . 

. . - 0>) The firianciai statements, fucluding all rei~d notes and sch~dules. contained in the GTE SEC Rq,ons .·. 
(or incorpt,rated by refetente therein) fairly present the consolidated financial positiqn ofGTE andil;S_ . . 
Subsidiaries as at the respecti~e dates there~fand theconsolidated results of operations and cash (tows of GTE 
and ~ts-Stibsidia+ies.for the periods indicated in accordance with GAAP applied on a consistent b;t51s · . · ... 

··throughout the periods· involved (except for changes in accounting principles disclosed in the notes thereto) and · 
. ·subject in the ·ca5e oOnterim finandai statements to normal year--end adju.Sunents. · 

. · SEqmN: 4.7-Absenc:~ of CertainChr,;nges or Events. Except as disclo~d in the GTE Filed SEC 
Reports ;md in Section 4.7ofthe GTE Disclosure Schedule, since December 31, 1997, arid exc·ept as ~m:iitted 
by this. Agreement or. consented to hereunder, GTE and. its Subsidiaries have not incurted any materiallip.billtf 
requiJ:~d to be ~sclosed on a balance sheet of GTE and its Subsidiaries or the footnotes thereto prepared in . . . . 
confomuty with GAAP, except irt the ordinary course of their businesSt:s consistent with their past practic~s. · . 

. and there has not' been any change, or any. event invoivilig a prospective.change, in the. business, fi~;::iat:. . 
.. condition or results of operations o{GTE or any of its Subsidiaries whiCh has bad, or is reasOnably likeiy to 
have, a M;tterial Adverse Effect on GTE, and GTE and its Subsidiaries have conducted theh-respective: . 
businesses in the ordinary course consistent with their past practices. · · 

. . . . . ' ,' ·. . . . ·. . 

. SEcnON 4.8~Utigati61~: There are no clahns, actions, suits, proceedings or tnvestigations pending 6~. ~o 
GTE' s knowiedge; 'th.reat(med ·against GTE or any . of its Subsidiaries, or any properties or rights of GTE Or ai)y . 
of its Subsidianes; byor:before any Governmental Entity, except for those that are not. individually or in the .. · 
aggregate,.reasoriably likely to have. a Matenal Adverse Effecton GTE or prev~nt, materiaUy delayOt 

::, 

·_, __ 

. intentionally delay, the ability of GTE to constinunate transactions contemplated hereby. . " . . . . ..··,_ ... -·· 

. SECTioN4:~Pennirs;No Violation of Law. The businesses of GTE and its. Subsidiaries.are not being.··. 
condu~ted iii violation of any Starute; law, ordina]1Ce, regulation, judgment. order or decree of any . . . . . · ·. · .. ·· 
Governmental· Entity (including any· stock exchange or other self-regulatory bOdy). (·'Legal Requ~mcmts' '), or: 
in, Violation of any pennits, franchises, licenses; authorizations, certificates, variances, exemptions, orders, . · 
registrations or consents that are ~ied by any Govemment!ll Entity (including any stock exchang:~,o·r tither 
self~regulatory bo(ly) ("Pei:mit5~'), except for possible violations none of which, individually orin lhe .·• : . · .· .• 

·.aggregate> may reasonably._be expected to have a Material Adverse Effect on GTE. No investigation . .Qr review· 
by any Gov~rnrilerit;iJ. Entity (including any stock exchange or other self-regulatory body) with rel>p~t t{) 'Gil( · 
or its ~ubsidhiri~~ ii(relation to any alleged violation of law or regulation is pending or, to GTE' s kno~ledge; ... · 

.·threatened, nor has anyGovemmental Entity (inc:luding any stock exchange or other.self-regu~atory bOdy) 
indicated an intention to conquctthe same, except for such investigations which, if they resulted iri adverse 

· findings, would Ii,ot reasonably be expected to have, individually or ·in the aggregate, a Material Adverse Eff~t 
on GTE. Except as. set forth in Section 4.9 of the GTE Disclosure Schedule, neither GTE not any ofit.f. . . 

.· Su])sidiaries is subj~t to any' cease and desist or other order, judgment, injunction or decree issued by, or is a ... · 
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party to any. ~tien Agreetnent. consent Agreement ~~ memc>taJl.dum of understanding with. or is a PartY ~c' arty •· 
.• conun.itment letter or similar undertaking to, or is suJ:>j~ to ;my .order or dj.rective by, or has adopte(J any. board. . .. 
. resoJutfons at the 'request of, any qo.vemmenW Eritity that materially restricts the c~mduct of its busine8s or . · · ·. ,. 
which may reasonably be expected t9 have a Material Adverse Effect on GTE. nor has GTE or a11,y of its . . 
Subsidiaries been ad vised tl:iat any. Govemmentai Enuty. is· considering issuing or requesting any of the· . 
fore&oing. ~orie of~ representations.and warranties made in this Section 4.9 are being made with respect to. 
Environmental Laws. · · 

• • c • • 

. ·. SECnQN 4.1~Joi11tProX:yStatement . . None of the information supplied or to be supplied by 9ri:>ri· · ·. · 
. . ~h;ilf of GTE .for :inclusion or inc.Orp6ration by reference in the registration statement to be filed witl1 tile. SE¢ > · 

by ll~ll . .Atlantic·in:connection with tile iSsuance .of shares of Bell Atlantic Common.Su~ck iri.·theMergef(the• ... · 
"Righttatioil Staremenf:> will, at the time. the Registration Statement becomes effective under the. 1933 Att. · ·.·· .. 

. ooniain ,any. untrue ~tatement of a· materiru· fact or oniit t~ ~utte any matemd fact required to be stated ~ift·or 
nec:;essary to fuake the. statementS thereirt. i~ the light .of the circum5t,ances under which they were rna~e. not . 

· : nu~leadip.g~NQrte ()f th~ infonn3tion supplied or to be supplied by or on behalf of GTE for inclusio~:or .·. ·.· . · .. 
., inco[poi::ation by reference in thejoint proxy statement. in definitive form. relating to the meetings· of GTE arid 

.... ·• Bet~ Atlantic stoi:k:holders to be held in coimection with the Merger, or. in the related proxy and notice of · · · 
n:ieeting:·or.spliciting 1mtterlal used in corinec:;tion therewith.(referred to herein collectively as .. the· ''Joint PrOxy 
Statf::m~nt' ') will, at the dates maj.led to stockholders and at .the. times of the GTE ~tocldlolderi' .meetirig .<Uidthe. 

. · . Bell Atlantic s~khol9ers' meeting, contain any untrue statement of a material fact or omit to state any· . • · . • ·. 
·. . ma~rlal.factrequired to be stated.therein oniecessary in order to make the statements therein. in me ligl:ttof .•..•• 

the ci,rcumstances under· which .they were; made, riot misleading. The Registration Stat~inent and tt:te Joint Proxy . 
. · .. · State;ment (except for infoimatipn· relating· s~lely to Bell Atlantic) will comply 3!> to fqrtn in all material ... ·· 

· respects with the provisions. of the 1933Act and the Exchange Act and the rules and regulations prQlnulgared 
· thereunder. · · · · · 

. . . SECTION 4,ll.;_Employee Matters; i:RISA. (a) E~cept where the failure to be true would not, . 
. ·. individually odri. the .aggregate, have ·a Material Adverse Effeet.pn GTE, (i) each GTE Plan, has ~en openiied 
. ari.d.administered in accorctance with applicable law, including but not limited to the Employee Retirement 
. Income Se~yritjr Act of 1974,. as amended (UERISA"), and the Code, (ii) each· GTE Plan intended tiJ be· 

·. · ''qualified;~ within the meaning ()f Section 40t(a) of the C~e is: so qualifie4. (iii) except as req~ired by · .. . 
. COBRA. no GTE Plan provides death or medical beneli.tS (whe~eror not inSured), with respect to current or. 
fornier· eniployees of(]TE or of any tmde·'or bu5iness, whether or. not incorporated, which together with G1E 
would be deemed a ''single employer" witlii.O the meimirig of St:ctlon 4001 of ERISA (a "GTE J;:RlSA . . . 

. AfPilate~~). beyond their retil,"ement or other tennination ·of service, (iv) no liability under T~de IV ofE~SA ·.·. 
has ~n. incurred. by GTE or any GTE ERISA Affiliate that has not be~n satisfied in full. and ~o condition 
ex.jsts ~at presents.~ m~terlal nsk to GTE or any GTE ERISA Affiiiate of incurring any .such liability (oth~r. : 
than PBGC prerriiums),(v)·ail contributi.ons or other amounts due from GTE or an}'GTE ERISA Affiliate with 

· · respecqo eacb G1'E: Plan have been paid. in full, (vi) neither. GTE nor any Gtt ERISA Affiliate has engaged · 
· in a: tranSaction in'to:nnection )vith which GTE or any of its Subsidiaries could reasonably be ~xpeeted to l)e· , 

·. subjectto either a CiVil penalty ass~ sed pursuant to Section 409 or 502(i) of ERISA or a. tax. imposed pmswmi . 
. to Section 4975 or 4976,of the COde, (vii) to the ,best knowledge of GTE there are no pending, th(eatene(J qr 
· imt,dpated ciaims (<?th.er thanrolinne claims for benefits) by, on behalf of or against any GTE Plan or any .. 
. ~$ts rel;:u.ed theteto, and (viii) neither, the execution and delivery of this Agreement nOr the conswnmal;ion of.: . 

the tnmsactions cont~mplated hereby .will. (A) result in any payment (including. without liltlitation. severari~;:e, . 
. unemployment c()mpen~on. golden parachute or otherwise) becoming due to any direetoi: or any employee df • 
. GTE or an:y of its S!ibsidianes under ariy GTE Plan or othermse, (B) materially increase any benefiis ot4er\Vise 
payable un~r any G'i."E Plan .Or (C) result in any acceleration of the time Of payment or vesting of any su~;:h . 
benefits. · · · · 

• • > .i. ' • • • 

.... , . 
.-·.: <:., . 

:- .. _;·_; ." 

;:' 

.. ,,·· 

'· ·.·:, .:· -.. ::· 
.-_._ :_.,: '• 

(b) Forp~t(S Ofthl.s. Agreement,. ''GTE. Plan .. s~all mean each deferred compensation, bonus or .othei: · · · · 
. incentive compensation, stcK:k pure~ stoCI:t option or ~iher equiiy ~mpensation ptari, pro~ agreement or .. 



ar:nmgement; each sevkance or temrination pay, medical, surgical, hospitalization, life insurance or other . 
"welfare'' plan.; fund Or program (within the meaning of section 3(1) of ERISA); each proftt.:,sb8ring. ~ ··. ·. 
J*inus or other "perision'.' pi~ fund or program (witb,iil the meaning of Section 3(2) of ERISA); each . . . . 
e~l,~yment. terminilti~!_l ()f $eVenfJ!ce -~ment; and each other __ ~mploy~ be~t P~ .. ~d. ~- · _ . ,., ~ . 

. . agreement or amlilgemen~ · in each caSe. that is sponsored, maintained or contributed to or iequired. to be .. 
. . .. ·• contributed to by GTE or by any GTE ERISA Affiliate or to which GTE. or any Gtp ERISA Affiliateis party~ ... · 

• .. wbether written or oral,· for 'the benefit of any employee or former employee of GTE or any GTE ERISA · 
Affiliate.· · · · 

. SpcrtON 4:l2.....,..Labor Matters. Neither GTE nor anyofits Subsidiaries is the subject of imy material . 
. proceeding asserting that it or any of its Subsidiaries has comniitted an tuifair labor practice or is seeking to. 
· compel it to bargrun with any labor union or labor. organization nods there pending or; to the attu,al k:nowle(Jge · 

of itS execiltiveofficet"S,'tlJieatened in"writin~. nor bas there been for the paSt five years, any labor strike, ·.·· . 
dispute, Walk(jut, work stoppage, slow-doWn or lOckout involving it Or any of its Subsidiaries, except in each · 

< case as is not,. indi'Vidua.lly·odn the aggregate, reason$ly. ills:triy to have.a Material·Ad¥ets¢ Wfe=.on;~~ 

' SEcrtON4.13~Environmentaf,Man~rs. Except for- such mauers that, individually 0~ inthe ~ggregate; are' 
not reasonably ·likely to have a Material.Adverse Effect on GTE: (i) each. of GTE and its Subsidiaries haS. 

·complied with ali applicable EnvkOnmeptal Laws (as defined below); (rl) the properties currently owned or• 
· :operated by it br any 9f its Suhsidianes:(mcluding soils, groundwater, surface water, buildings or_.othet . . 

structures) are not.cop!aminated -with,anyH~dous Substances (as defined below); (ill) the properties . . ... · . 
· formerly owned or op·erated by .. itor. any of itS Subsidiaries were not contaminated with Hazardous Substances 
during. the periOd.of OWnership or operation by it oi any of its Subsidiaries; (iv) neither it nonny of its 
Subsidiaries js subject 1& liability for ariy Hazardous Substance disposal or contani.ination on any third party 
prppecy; (v) neither if nor any.Stibsidiary bas been associated with any release or threat ohelease of any ·· . 
. ijimirdous Subila!lce~ (vi) neither it. nor any Subsidiary has received any notice, demand; letter,: ciaim or ... 
reque~t for}nforination:l:llleging that it or any of its Subsidiaries. may be in violation of or liable_ t1l)4er. ai)Y ';t;'­
EnviionmentalUtw (includi.tig any claims relating to electromagnetic fields ()T microwave t:ra.Dsiilission$);('{ii) . 

. neithe~; it nor any of its $ubsidiaries is subject ro any orders, decrees; injunctions or other a:mmgements with . 
any Governmental Entity, or is subje·ct to any indemnity or other agreement with any third party relating to 

.. liability under any Etiviromnen~al Law' or relating to Haiardous.Substances; and (viii) there are DQt:· ... 

c.;ircum.starices .. or conditions involving it or any of its Subsidiaries that. could reasonably be expected to result iri • 
any claims,_ liability. investigations, costS or restrictions on the ownership, use. or transfer of any of its. 
properties pursuant to any Environmental Law, . . 

.. As used herein and in Section 5~137 the term ''Environmental Law'' means any·law reiating .to: (Aj the.- · 
· :'protection, investigatio~ or restorati&n of the environment, health, safety, or ninu·ral reso.urces, {B) the handling;.'· · 
. · use .. presence,. disposal. release. oi: thleatened teleas~ of any Hazardous Substance or (C) noise; odor, wetlands, 
·.pollution, contalttination .or any injury otthrear of injuty to persons or property in connection with any 

Hazardous Substari~e:. · · · · 

.. · ... 

As used .h~;:rein and· io. ·Section ·5; 13; the term' ''Hazardous Sub!;tance' ~ means any substance that is: li~d; : · · · ·· · • 
classifi~;:d or. regulated pursuant to ;my Enviro~mental Law, including any petroleum product or by ~prriduct, · 
asbestos-cont:Uriing material. lead-contaiiling paint or plumbing, polychlorinated biphenyls; radioactive 
materials. or radon~ ' 

.. · . S'ECriON 4. i~B~ilrd Actfon; Vote Required; Applicabilityof Section 912. . (a} The Board of ·birectots 
· of GTE has unanimously dete~ned that the trilnsactions contemplated by this Agr~menl and the Qptiori 
Agreements are in. the best.interests of GTE lind .its stock:J;toldeJ:S and has resolved· to recoriunend to such:·. 
stt>ckholders that mey v.ote in favor thereof. 

. (b) The appw~aJoftheMerger Agfuement by two-thirds of the votes of all outstanding shares entitled m ..• 
vote thereon. by all holdets of GTE Cort:lrilon Stock is the only vote of the holders of any class or serie5 of the , 
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·., · capitai s~ock .of GTE required to approve this Agreement, the Merger and the other ~sacrlons cont~mplate<l .. 
. . hereby. The p~ovisions of'Section ) L~ of the Certificate of Incorporation of GTE. will nor apply to the 
. thmsaetl<>ns contei:np\ated by this Agreeri:u~t'lt and the Option Agreements. . . 

(c) The. pro vi~ ions of Section 912 ~f the NYBCL will neit, assuming the accuracy of the representations 
corit:Uned in· Section 5.20 hereof (without gi:ving effect to the knowledge qualification therein), apply to'ihis. 
Agteefll:enl or ~Y of the traiisactions cqi'ltemplated ·hereby. · 

. • SECTIO!'! 4.15---0pinions ofFinant:ful Advisors. . GTE has received the opinions of Goldman, Sachs & · ... 
. ·.·Co. ('.~Goldman Sai:;hs"), and Salomon Smitli Barney Inc. ("Salomon Smith Barney"), each &ted July 27~ · .· •..... 
'1998~. to the effi::'ct mar; a!;. of such date; the Ekchange Ratio is fair from a financiai pc>int of view to the holdets 
of-GTE Common St()Ck. · · . 

. ' 

.· SErrioN 4.1~Brokers: . E*'ceptfor Go.ldman. Sachs, Salomon S.mith Barney an¢ Chase SecUlities Inc .. i •·· 

. . ·. the: ai!:angerri~rits .with which have been ~dosed to Bell Adantic prior to the date hereof, which have been· : 
engaged.by GTE, rio broker. finder or in:v'estriient baitker is entitkd to any brokerage. finder's, investmeni .· 

·banking Or~therfee or CPmmission in connection with the transactions contemplated by this 1\greemertf'and 
· the Option Agreements ba$ed upon ~ngemen~ .made by or on behalf of GTE or any of its Suh~idiaries •. · · 

: S~C110N4.17~1axMatters. Except as set forth in Section 4.17 of the.GTE P~sclosure Schedule: , •· · · 

.. (!f) AU .(riatenal federal; state, local an4 foreign Tax Returns (as defined herein} required tq· have beett ~ 
filed by GTE or'itsSubsidiaries have' been filed with the appropriate governmental authorities by the due date 
ther~ofincl~ding eX;tensii:Jns;. · 

.. (b) T,he Tax.ReiWns refeired to in subpart (a). of tills ·se:ction 4.17 c;on~ctly and completely refle\:t .all 
ma~rl,al Tax iiabili.ties of Gffi· anq i~ S~bsidiaries,r~quired to :be shown thereon~.. . , 

. . (c) NtmaterlaJ taxe~ (as defined he~in) sJiown as due on thoSe TaX Returns referred to in subpart·(a) of ... • 
this Section4.1 Taswell as any .material foreign wifubolding Taxes il1lposed o~ or in ~~spect of ariy amotmts> . 
paid fu or· py Gltt. or any of its Subsidiaries~ whether Cir not such amQWits or. ~iihbhldilig:~'l;'f<es' ate· i'ef~1f.to · 
or shown on ~y Tax· Returns refernd to· in. Section 4.17 (a) hereof,. have been full); paid ~r ad~uately . . 
refleeted as a.li~bility ori.GJE's ~dts Subsidiaries' financial statementS included inthe'GTE SEC R~pons; · 

.. . (d) W:ith (es~t to any p~riodfor Which Tax Retums have not yet been filed. or for which Taxes are. ri~t . · · 
· yet due. or owing; 'GTE and itS Subsidiaries have made due and sufficient acctuals for such Taxes in their 

·.. tespec.tive books, ~d (eCords and financial ~tatellients; . . . . 

· (e). Nei,m~r OTE nor any of i~s affiliates ha.S taken. agreed to. take or omitted to take any action that would ·.·.·. 
pre.ve.nt or impede the Merger from qwilify.ing. as a i:ax-free reorganization. under Section 368 of the COde; . . . . ' .-,. -·.. . . 

. (t)No deffcien~ies foranyTaxes have been·propo~ asserted or assessed agairuit GTE or any of irs. 
'Subsi4iaries that are not adequately reserved .for under GAAP7 •except for deficiencies· that fudividuilly or in ftle 
.aggregaie woulc.i.·.nOt.have a.Material.Advetse Effect on·GTE; 

·.. {~) .GtEisnot aw~'qf ~Y materiat.llens for Taxes upon any assets of GTE or :rity of' its sum;idiatt~ . · · 
apart ti"Om Jie~s for ra.Xes not yet due and payable~ and . . 

· (h} A11 used.:·m this Agreement; ··t~es; .• shall inClude all (x) federill, state, local or foreign inconie, .. • .... 
pt'P~I.t}'; sales~ excise, liSe. occu~tion. Service~ tranSfer. payroll, franchi$e, withholding and other taxes or · · 
· 11im.ilar goyemroental charges~· fee.s, levies .. or other asse$ments itlcluding any interest, penalties or additions 
· with respect$e~to. (y) liability for the pa)'meiltof any amounts of tbetype described in clati~ (x) as a iesl,ilt .· · . 
of being a member Of rut affiliated, Consolidated, combit\ed or unitary .grOUp; and (t} liability' fOr. the paYJneDt of 

.. ···. . any, amounts as a .result of bein& party to ~y tax sharing agreement Pt as a result of aitj express or imPliCd. 
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' ob~gatio• to in<\<nfuifYMy nm.i pe<SOnwifu "-' to fue payment of any~ of ilie 1#~ in 
c:lause (i). or. (y}. As used iii this A~mellt. "Tax Return" shall include any declaration. renttn. report 
scl!edute, cerililcaie, statement or ~;>the.r similar documtiDt (inCluding relating or supporting irifornlation)' 
required to be filed or, where Mne ~i re.quire~ to ~ fil~d .VJitQ a tax@g_~uthority, the ~_tat~l!lent. Or_ o~r _ 
doi::umentiss~ed bY a taxing authority un:omtection with any Tax; including any information ret.utri, claim for 
n;:fund, amended ret:uiri::or declanrtiori ofestitnated Tai . . 

. . . 

·,' 
· SEcTION 4.18~--:Jntellectual Property; Year 2000. 

... . .· .(a) As used in this 1\~ement, ''GTE·Intellectual Property" means all of the following which* 
·.. necessary to. cbndutt the business. of GTE and. its Subsidiaries as presently conducted or as currently proposed .··• 
. . . to be con!lrtcted~ (i) trademarks, trad~ dress. SerVice marks, copyrights, logos, trade names, corporate naines and .. 

. il:l1 regisu1iUoits arid applications to register the same; (ii) patents. and. pending patent applications; (ill). all .··· . . 
.. · comput~r softw¥e progrims; dacibases and compilations (colleetively; "Computer: Softwan.f); (i~) all .. 

te,;lmo1ogy; know~how and'trade secrets; and (v) all material licenSeS and agreements to whif;::h G'fE or any of . 
. · . ' its Su:bsidiari7sis a p.uty which relate to any ofthe foregoing. · · 

, ... ·.·. ·(b) GTE. or its Subsidianes·owns o~ has the right to use, sell or licepse aU GTE Intellectual PrOperty, free 
· and :clear of all liens or encun:~brances, and all registrations of GTE Intellectual Properly· are valid and . .· .. ·. · · .... • 
eqforceable ani:f have been duly recotded and .mltintained, excep~ in each case, as WouJd !'lOt. indiVidually Or ~11 
the: aggregate; have a.Material Adverse Effect on GTE~ · 

' (~) ~0 the knO~le.dge ofGTE.·ihe conduct of GTE's and its Subsidiaries' business and the use of tli~ . 
. . dtE Intellecni:al' .ptope~ d.oes not materially· infringe, violate or misuse • any iritellecttial property rights 0r any.· . 
other propriitary tjght·of any pet$;Oii Or give rise to any obligations to any person as a res\Jit ofco-authot'Siiip •. · •. 

.. and ne~therGTE, rior.ariy of its S\l.\;lsi9iaries has received any notice, not satisfactorily resolved, of any elairn.5: . . .· 
·. · ·· ... ·or. thieats that dTE' s of ..its Subsidlarie~' use of any of tbe GTE Intellectual PropertY materially infringe$. .. . · 

violates. or mis~se::;;'orisotherwi~e in ct:mtlict with anjintellectuat propeity. or proprit!tary righ):S of any third. 
party. or that :W.Y · 6r i:be' GTE mteli~ctual. Property is invalid· or unenforceable that would, individually or fu th~ . 

· . aggregate, hav~ a Matenal .. Advers~ Effect ori'GTE. · 

. . (d) •. GTE and i~ · Subsii;lianes ·. hav~. used. reasonable efforts to inaintain the confidentiality of their tnlde. · . 
secrets and 6ther confidentiru .GT:t. Iritelle~t.aal ~perty. . . 

· · · • (~) . GTE ~as undertaken a concerted effort to ensure that all of the Computer Software, computer 
·· firmware, computer hardWare (whether general or spe«ial puqx)se ). and either sim.ilar or related hems; of :··. . .. 
· automated; co~puieii~eci, and/or. software·system(s) that are to be used or relied on by GTE or .by aity of its .: 

subsidiaries in the conrlu:crgf their respective businesses will not malfunction; will not cease to function. will ...... . 
not generate iricorrect·dat~ and·wm not provide incorrect results when ptoc~ssing. pro.vi~ing and/orrec'eiving · · 
(i) datNelated datllinJ.O and between the twentieth arid twenty-firSt centuries Md {ii) d;lte~related data 1n> . · · : 
connection with aity vali.d.date in the tw~ntieth and. rwenty·flrst centuries. GTE reasonably believes .that $Uq, · ·• · 

· effort will be sutc:~ssfilL · . · · . . 
. •' -. . . 

. .. . S6CnoN4.19:..i.fnsuran~e. ~xC:ept ~set forth irt Section 4.19 of the GTE DiscloS:ure Schedule. each of .. 
GTE. and eachofit5 Significant Subsidiaries is. an:d has been continuously since January l, )987 (or. such later ··.• · 
date .as such'Significa.rit Subsidiary was organi~ed or acquired by GTE), insured with financially re.SpOnslble .. 
insurers in sush <1-moun~ ·and against such risks and ldsses as are customary for companies conduCting. the 

· busin~s~ as: ~onducted- by ·GTE and.rts Subsidi~es during such tiine period; Except. as set forth in Section 4:19 
of the: GTE D~sclosure Schedule. since Januruy 1. 1 ?95, neither GTE nor any of its Subsidiaries• has received · · 
notice of ca'l1cellation or termination. With respect to any material insurance policy of GTE or its Subsidiaries. ' 
The insurance policies ofGTE a!ld its Subsidili.ries are valid and enforceable policies~ . 

$EC'I10N 4.'1,0-0Wnhship'of Securities. As of th!! date hereof, neither GTE nor, to GTE's knowledge;- .. • · 
. any ofitS atfiliates or assbciates (as S.~li terms a@ defined under the EK~hange.Act), (i) beneficially owns, 

···.-· .. 

.-.- , ___ .-, 

. ·- .. ·:: ...... .,. .. 

: ·. _ ... 



directly o~, indirectly; or (ii) is party to any agreem~nt, arrangement or u~derstanding fot the. purpose of . 
.. acq~i.P.hg~ holding, voting or disposing'-of,.in each case; shares ohapital stock of Bell- Atlantic, cwhich itr lhe ·.~· · 
. ~ggregate represent 10%.or more ofthe outs~ding shares of Bell Atlantic Common Stock (other than shares . 

hel!ll:iy GTE Plans. and the Bell Atlantic Option Agreement). 

. :~E~ON4:2l--C;rtain·~ontracts . . (a). All contracts described in Item 60l(b}(l0) of ~egulation S~K ~,. 
Which GTE orits·Subsiqihriis·is a. p:my or may be bound ("GTE Contracts") hav~ been filed as exhibits to, or 
incorpbrated by reference· in, GTE' s Anriuai i:teport on Form 1 0-K for the year ended December: 31; 1997. All 
GTE Contracts are valid anc! in full for(:e arid effect on the date hereof except to the extent they' have ·.·. . 
previously expired in il9c0rdance with their tertns .or if the faiiure to. be in full fore~ and effect, .individuall}iand .. 

. ·· iri the aggregate, would not.reaso~ably b6' expected ~o have a. Material Adverse Effect on GTE. Neither GTE . 
. nor any ~fits Subsidiaries bas .v~olated any provision of, or comrriitted or failed to perform any act which with · 
. or without-notice, lapse:· of ti~·e or .. both wo:uld constitute a· default under lhe provisions of, any GTE C<mt:ra:Ct. 
exce~t·~r{eacti: case for those. GTE Contiacts which, individuiilly and in the aggregate. would not reilSonably.be 
expeited to result in a Material Adverse Effec~ on GTE. · . · · 

. (b) .Set forth in Section 4.:n of the GTE Disclosure Schedule is a list of each contrac~ agreement or 
.. a,rrangement to. which GtE. or any of its Subsidian~s is a party or may be bound whic~.is an arrangement 
liiniting or ~estraining. Bell Atlantic, GTE, any Bell Atlantic or GTE Subsidiary or any successor theretof«im .· 

·. enga,ging or com~eting in any busfness ·which has, or could ~easonabiybe expected to have hi the foreseeable • ··· 
·.·.futUr-e; a Materi~ Adv~rse Effect on GTE, or to GTE' s know ledge,. on Bell Atlan,tic. · · · 

. . .... - ~ . . 

. ·,: 

. 'SEcnON 4·.21:.-,::J?.ighrsAgrtement. (a) Neither Bell Atlantic nor Merger Subsidi:uy shall be deemed to . . 
•·. be an Acquifingj?e(son (as: sudi.term is defiaed in the Rights Agreement).and the Distribution Paxe.(as defined 
. irr the. Rights Agreerrif!~t) sh;Ul riot be de~~<!, to oct:w artti the Rights will not separate from Gi'E.Cortunon; 

Stoek,. as a result ~f entering into this Agreement or the Option Agreements or consummating the Merger . · . 
. and/or the other tr;lnsacticins contempiaied: hereby or thereby. . .. . 

. , (b) GTEhas.takenall,necessary action with respect~o all of tbeourstahrung Rights (as denn.ed. in the. . 
.• l{ights Agreement) so ·that, as .of\mruediately prior to the Effective Time, as a re~;ult .of entering mtb. ihls 
· Agree,Q1entor consummating. the Merger:and/or the othettran:sactioris contemplated by this Agreement and tlje 
option Agreerriei:J,ts, (i) neith~r GTE nor Bell Atlantic will have any .obligatioQs under the Rights or the Rights ..... 
Agr~emeptand (ii) the holders Qfthe Rights will have no rights under the Rights or .the RightS Agreement. · · 

• ARttcLnv~R:EPRE:SENTAnoNs AND 
WARRANTIES OF BELL ATLANTIC . .· '. .,' . . . ' .. 

. Ex.cept. as ex.p~es'sly disdose'd in th'e Bell Atlantic. Filed SE<.:;. Reports (as deftned below) (inCluding alu . 
·¢xh~bits refertedtotherein) .. or assetf.;>rth·in the disclosure schedule delivered by Bell Atlanti~ ro GTE on, the· 
date. hereof(the .~'BellAtlantic Di.Sclpsure Schedule" ·and together with the GTE DiSclooure Schedule, the 
•• [)is'clositre ~chedules'.) ( ~ch . section of which quatifies the correspondingly nuiDbered representaiion and 
wafuitty or cov~nant a$ specified'.therein), Bell Atlantic hereby represents and warran~ to GTE as foUo\V_s: 

. . ·. SEcrlQN 5~ l~rgarti;;iuion Wid Q'uaii}i~ation; Subsidiaries. Each of Bell Atlantic and: each .ofi~. · ..... · ·.. · .. ·. 
·Significant Subsidiaries is a .cprpora~qn dUly organized, validly .existing and in good standing under the.laws of 
its jurisdiction of incorporation or orgailization~ Each of the Bell Atlantic Subsidjanes which is not a . 

· .· Sig~ficat)t Subsidiary is. clti~y organized. validly existing and in good standing under the laws of its jurisdiction, 
ofincorporation or orgiUllzation~ except for such failure which,- when taken together with all other such firlluies, 

. would not reasrinably be expecred to Mve .. a Materiai Adverse Effect on Bell Atlantic. Each of Bell Atlantic and 
· ~tS Sub.si~i;liies h·as the requisite.corporate power and authority 3lld any ne<:essary governmental authoritY,.·. . . .. 
franchise, license or pemtit. to own; operate or lease the properties that it purports to own. Operate or' lease ai\d'. . .. 

·· io caity on its. business ..Sit is now being C.Qnducted, and is .duly qu;ilified as a foreign corporation to. do .. · · .· · · 
·. bu~iness, arid is in gOod standing;. in eaCh jUrisdiction where the character of its properties o'Nned. ope:rirted or 

a-14 

·:''·_, . 

.. ·.: 

. ··:.· 

... :-.·· 

•.· ... ~·. 
;:-· ~. ' 

. ','': 

: -~ . . ·. 

,;- .. 

·.· .,·. ·.·· 



leased or tlie n<1ture of.its ·activities makes such qualification necessary, ex~pt for such failure whtcb, when · .· 
taken together With aii other s.ucb failures, would not teasoilably be expected to have a Material Adverse Ef'feet 
on Bell Atlantic: · · 

. . SEmoN 5.2__:_cemficate of inco;poiation and Byidws. Bell Atlantic has. heretOfore furnisbe4,·or ·. 
ot}lerwiSe made avaiiable,to GTE a comp~ete and correct copy of the Certificate oflilcorpotation and~ 
Bylaws, each as. amended to the date hereof. of Bell Atlantic. Such Certificate of Incorporation and Bylaws are. 
·in. full fotct:; and effect. Neither Bell. Atlantic nor any df its Significant Subsidiaries is· iri violation of any of ,the · 
provisionS of its respeetive certificate offuCOf(XIration or, in any material respeCt, its Bylaws. . .. .. 

. . 

· Ss~cm S.~Capit~li::arioli. (a) the authorizep capital stock of Bell Atlantic consists of..(i) 
· · · 2so,OOO.OOO shares of Series. A -Preferred Srock. par value $.10 per share, none of which· are outstanding pr • · 

resenied for issuance, and (ii) 2,250,000,000 snares of Bell Atlantic Common Stock., of which, as ofJune 3(}, .· 
. 1998>(A) 1;553,473,710 shfu"~s were issued and outstancthtg:~ (B) 221722;614 shates were held in the i:reaSury·of 
. · ·. ,Bell Atlantic and (C) 80;392,512 shares were issuable up~;m the exercise of options outStiinding. under the IWJ. · ·; ;. 

Atlantic option plans. listed in Section 5.3 of the Bell Atlantic DisClosure Schedule. Except for Bell Atlantic' • · · · 
Equity Rights issued to Sell Atl.llitic employees in the ordinary course of btisiness or, after the date· bere6/, :as 
per:tnitted .py Seition 6.2 heroo.f 9r j:n.irsu.::mt ·to the Bell Atlantic Option Agreement, {i) since J wte 30; · 1998,. no ·. 
shares of Bell Atlantic Common StQCk have. been issued. except upon the exercise of options and rights.. . . 
descnJ?ed in the i.mrriediately preceding sentence, and (ii) there are· no outstanding Bell Atlantic Equicy Righ~. , ' 
For purposes of this Agreement, "Bell Atlantic Equity RightS .. shall mean subscriptions, options, warrantS. · 
calls. conunitrrients, agreemen't.S. conversion rights or other rights of any chara~;;ter (contingent or ~erW"ise),to 

. · purchase or otherWise acquire, anY shares of the capital stock of Bell Atlantic from Bell Atlantic o'r aity ofBell : 
· Adantic's -~ubsid1aries at any tiine, orupon the happening of any stated event, excluding the GTE Stock.· .· . 
cipti(m. Sectio~ );3 of the Bell Atlantic Disclosure Schedule sets fortb a complete and accurat:e list of cci1ain 
information with'respect to all outst~ding Bell Atlantic Equity Rights as of Jun~ 30; 1998. . 

. (b) Ex~ept ¥set forth in S~crion 5.3 ~f the BeUA,tlaittic Disclosure Schedule, pursuant t~ the GTE StOck· . 
· Op~ion or, after th~:dat~ her~Of. as perin.itted by Section 6.2 hereof, there. are no outstanding ·ol)Jigatio~ of Bell. ··. 
· Atiantic or any of Bell Atlantic's Subsidianes to repurchase, redeem or otherwise acquire any shares Qfcapit;d 
. stock of Bell Atl~ntic". . . . . 

(c) . All of the: Issued and outstanding shares of Bell Atlantic Common Stock are validly issued, fully pajd •. ·· . 
and nonassessable. : · ~- • . 

(d) All of.the out$tanding capital stock of each of Bell Atlantic·s Significant Subsidiaries, ~d ~U of the · 
. outstandin,g capitaLstodcof Bell Atlarnic"s Subiidiaries owned direcuy or indirectly by Bell Atlantic, i~. d!llf .· 
. . authorized, valiqly issued,. fully paid· and ·nonassessable; All of the outstanding capital stock of each of Bell .. · 

Ailiuitic's Significant Subsidiaries is owned by Bell Atlantic f~ and dear of ariy liens, security interests, .· · 
pledges, agreements, .daims, charges or.encumbran.ces. All of the outStanding capital stock of Bell Ailanti.c'.s 
Subsidi<m.es owned dife·ctly or indirectly by Sell Atlantic is owned free and clear of any liens, security ·... .·· . . 
interes~. pledges, agreements, claims, charges or imcumbiances, except where such liens, security interest$, ' 

·pledges. agreements;. claims, chl,lfges Or encumbrances would not, individually or in the aggr~te~ have: a ... 
Matenal Adverse Effect on Bell Atlantic, Ex.ceptaS hereafter issue<! onntered into in acconbnce ~th,$ectidn , . 
Q.2 hereof, there are no existing S"Ubs~ptions. optionS, Warrants, calls. Coinmitments, agreements, convtrs!ot), · , ... 
rig!lts or other right$ of !lily character (contingent .or otherwise) to purcbase or otherwise acquire from Bell• 
Atlantic or any of Bell Atlantic's Subsidianes at any time, or upon the happening of ~y s~ted eve1,1t. any 

·' .. · 

shares of the capital stoc,k of any Bell A~lantic Subsidiary, whether or not presently issued or outstanding·, · 
.. '.· 

· (exceprfor rights•of firstrefus;ll to purchase.interests in Subsidiaries which are not wholly owned by Bell . 
Atl;mtic), or any of GTE's direct>or indirect interestsin any Material Investment, and there are no outS:tinding .. 
obligations of Bell Atlantic or any of B~i Atlantic's Subsidianes to repurchase, redeem or otherwiSe acquirtl . 
any shares of capital stock of any of Beil Atlantic • s Subsidiaries or securities related to any investmetits. OtJret · 
thim such as would not, individuaUy. or in. the ag~egate, have a Material Adverse Effe~t on G'IE. 



. . . . '• . . 

·. · SEcTION 5.~Authority Relative to. this Agreement. Bell Atlantic has the necessary corporate tx>wer artd ... 
authorit)r .. to.eqter into lhls Agreement and, subject to obtaining the requisitNtooklwider approval of the . · · 

·issuance (the ~!Stookissuance") of Bel! Atlantic Common Stock pursuarit.to the Merg~ Agreement and·lhe . 
Certlth:ate Ameridment(colleetively, the "Bell Atlantic Stockholder Approval"), to petform'its obligations · 

. . hereunder: The C":Xecution: and deli very of this Agreement by Bell Atlantic and the consummation by Bell . 
· .. Atlantic Q( the transactions Contemphited hereby have. been duly authorized by all necessary corporate action <).n : .. 
. th~ part of Bell AtlantiC; subject to .. obtaining the Bell Atlantic Stockholder ApprovaLTbi~ Agreemellt ruis been 
· . ~uiy ·exe~;uted and delivered by Bell Atlantic and, assuming the due authorization, execution and delivery . 

thereof by ·the othe~ Pan~es, constitutes .a ·le~:al, valid aild binding obligation. of Bell· Atlantic, enforceable .. 
. · against it 'in a~cordance'wiih its' terms,'.subject. to appiic'able bankruptcy >:insolvency. reqrganization, rnoratori\iin ., 
or other laws relating io or'liffecting ihe rightS and remedies of creditors generally and tl:) general principles of' 
'equicy (regardless of whether considered in a proceeding in equity or at ~aw). ,. . 

. . ' . . . . . . . . . . - . . 

' SEcrtdN5.5-"No Conflict; Required Filings and Conse~ts. (:,t) ,Except aS dyscribed in subsection (b) 
·below, the execution ~fl.d ddiveiy of this· Agreement by Bell Atlantic do not. and the performan~::e of this . 
Agreemeniby BeU Atlantic will not. (i) violate or corifiict With the Certjficate ofJncOrporatio!l orBylawsof 
a·eu Atlantic,: (ii'> conflict .;_.ith or violat~ any law, regulation, coUri·order, judgment or decree applicabkt(j Beli. 

· · · Atlantic or any. of its·Sub.sidiaries or by which any of their respective property or assets (incltiding invest,ihents) 
. is bpund or. affected. (iii) violate or conflict with the Certificate of Incorporation or Bylaws of any of Beil. ..·· . 
. · Atlantic's S~bsidiarles, or Ov) result in any breach of or constitute a default (or an event which with notice of, • 

. lap~e of time ot both would ~come~ default) under; or give to others any rights ofteqrrination or carn;e}jati,on . 
·• .· of; or result in the creation of a lien or e~cumbrance on any of the properties or asseis (including investments) . 

· o(Bell Atlantic or any of its .Subslci,iaries ptits1.1ant to; resultin the loss of any material oenefitunder;.or result 
in any modification or a:lkration of, or.require the consent of anY other party to, any contract, iilstnlm~nt, · · 

·' peri1:lit;. license or franchise to which Bell Atlantic or any of its Subsidiaries is a party .or by which Bell . · . . . . 
· Atlantic, any ofsuch Subsidiaries or any of their respective property. or· a.Ssets. (i:t~:clqding in ve.s~ent~). is t>punfl · · 
·or affected, except, in· the case of clauses (ii), (lii) and (iv) al:iove, for conflicts, violations, breaches,. ~faults,·.· · 

···'results or consents whic1J; individually or in the. aggregate, would not have a Material Adverse.Effect.ori: Bell 
· .· . Atlantic. · · · · · 

.. · ·.(b)·.· E~cep~ for appHcabte requirements, if any. of state or foreign public utility commfssiom or lawS o.t "-. ·• 
.. · S~milat local or ~tate f~reigri reg~liltbty .bodies ()f l;lWS, State. or· foreign ·antitrust or f~reign jnvesunent l~WS and . 

. . , comnlissions, the federal .Co:mmunications Cqnumssion. stOck exchanges upon which the securities of.~eli . 
: Atlantic are li~ied~ the ~xchange Act, the premerger notification requitemertts of.the HSR Act. filing ai'id , 
recordation of appr()pria.te merger t;lr oth~r documents as required by the NYBCL arid l$y fi!Jt:!,gs required : 
pursuailtto any state securities or ~'blue sky~' laws or .the rules of any applicable stock exchanges. (i) neither. , 
J3ell Atlantic nor any of its ,Sigrlific~rSub~idiaries is required .to subi:nit any noti¢e, repoq o~ o!her filing with .. 

. <l:hY Governmerital Entityjn connection with ihe execution, delivery or performance of this Agreement and (ll)' ··· .. 
no waiver, consent. approval o:r .authorization of any· Govenun(intal Entity is required to be oblail)ed by Bell· 

. Atlantic or any of its Significant Subsidiaries in. conriectlon with its ex.eeution, delivery or perfonilance of this. 
A~reernent; · · · · · · · .· · .· · · · · , · · · · 

•', 

.r, 

. .... .. · 

SE.ctxqN5.6--:-SEC fililigs; Fina~Cia/Statemems: (a) Bell Atlantic haS filed ail forrtls~ reports and ;; 
AOC:ulnents ~quired to bC ~led with the SEC. since January 1, 199!)~ and has heretof~re delivered 'or~> •. ·· . , > 
avai1abl~ to GTE, in theform. ,filed w~th the SEC, togl6ther with any amendments thereto, its (i)Annual Re~ : , . . 

. on Form 1.6-K for the fiscru·years endedDe¢mber 31,1995; 1996 and 1997, (ii) all proxy statements reliltirig 
to .Bell A~antic;s meetings of stockhdlders (whether annual or specil}l) held Since January l, 1995, (ill) 

. . Quarterly Report on Po~ 10:-Q for the fiscal quarter ended March 31, 1998, and (iv) all other reports 9i 
registration statefti~hrs filed by Bell Atlaittic With the SEC since Januaiy l, 1995, including v.rithout iiinltatioll · ·· 

. all Arint,~al Re)?orts on Foni:t ll~Kfiled with respect to the Bell Atlantid)lans (collectively. the "Bell Atlantic 
· SEC Reports", with such Bell Atlantic. s:gc Reports tiled with the SEC piio:i: to the date hereof bemg refeired : 

.... to as. ··~ell Atlantic VLloo SEC Reports"). The Bell Atlantic SEC Reports (i) were prepared substantially :ill . . 
. ,;·· 
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. accordance with the requiiements of the 1933 Act or the Exchange Act. as the case may be, and lhe rules arid ·. 
regulations proriiulgated under each of such respective act$, and (ii) did not at thC time lhejr were ~ corit;Un .. 
any untrue s~tement of a material fact or omit to state a material fact required to be stated therein or n~sary 
in qrder to titaice the statements the'rein, in the Jight o( the drcum~t?nces under whi.cfl tq~y wer:e ma!ie, :DOJ 
-tnisiea9illg; · 

. . . · (b). The financial statements, inclurung all rela~ notes and schedules, contained in the Bell Atlantic SEC.. 
Reports (oi'incorpprated by reference thereitl) fairly present the consolidated financial position of Bell Atlantic .. · 
artd its Subsidiapes as at the respective d<Ues thereof and the consolidated resuits of operations and cash flo\lfs . · · 
of BelLAtlai:ttic and itS SubsidiarieS for the periods indicated in accordance. with GAAP applied on a consistent 
basis ~hroughout the. periods involved {except for changes in accounting principles . disdosed in the notes 
thereto) and subject in the case 9f interim fin;mcial.statements to normal year-end adjustments. 

. . SEcnoN 5.7-A~senc.e,of Certain CJu:uigt~ or Eve~ts. · Except as disclosed in the Bell Atlan,tic FtleclSEC ·.· . 
_ Report:s.and in Section Sj of the Bell Atlantic Disclosure Schedule, since. December 31, 1997, and except; as 

pennined by this Agreement or consented to hereunder, Bell Atlantic and its Subsidiaries have not bicurred any . 
qi~~erlal .liability requi~ed. ~o be di~Iosed on a balance sheet of Bell Atlantic and its Subsidiaries or the;. 

. footnotes. thereto prepared. in confoimity with GAAP; extept in the ordinary course of their businesSes . .. . 
· \consistent with tl1eir pa$t practices, and there has not been any change~ or any event involving a prospective 

change •. in tl)e business,·. financial condition or results of operations'of Bell Atlantic or any of its Subsidiaries 
Which has h;ul, or is fea;sdri~Iy ·likely to bave, a Material Adverse Effect on Bell Atlantic, and Bell Atlaittic • . 
. and its Subsidianes . have c!:mducted · tl}eir. respective businesses in the ordinary course consistent With their past 

· , · practi~es. · · · ·· · · · · 

._,: 

. SECnON 5.8--:.--titigation. · .· There are no cl~. actions; suits, proceedings 0r investigations peridi~g or~ to . 
. Bell A,.tlantic;s knowledge; threate;ried against Bell Atlantic or any of its Subsl.diaries·, .or any properties or riibts , 
of Bell Atlantic Or any of i~ Subsidiaries, by or befo~ any Govemme:ptal Entity, except for those tl1at ~ notf . 
individu~lly orin lhe aggr~g~~. ·reasonably .Ii.lcely to have a Material Adverse Effect on. Bell Atlaridc or . . . 

. , pn!,enti materially delay or Intentionally del~y the ability ofG'fE t<r oonsu.int00t¢'tl)e transactii>ns contemplated· ·· .. 
he.reby. . . . 

. . . . . . . ' - . ; . 

. SEcnON. 5.9~Penniis; No Violation of Law. The businesses of Bell Atlanti~.and its Subsid~anes ar~ n'tit . 
. being conducted in violation cifany Legal.Requiremlmts or in violation .ofany Permits, except f()r'passlble . . . 
viol<i.tions nonepf which, individually or in the agg(egate, may rea.Sonably be expected to have a Materi~· · 
Adverse Effect on Bell Atlantic. No 1nvestigation or review by any QoverrunenWJ Entity (including any stoCk 
e;l(change or othef,self-reguhittiry ~&iy) with respect to Bell Atlantic or its Sitbsidianes in relation to any · 

·alleged violationof law.or: regulation is pending or, to Bell Atlantic's knowledge; threatened, nor bas ariy 
. Governmental Entity 'Cinctuding any stock exchange or other self-regulatory body) indica~ed an intel)tion to . 
condu~t the same, e.xcept. for ~uch investigations which,·. if they reSulted 'in adverse, findings; wi:>uld not .. 
reasotmbly be expected to have, Widividually or in the aggregate, a Ma~al Adve.rSe Effect on BellAtlantic; ·. 
E"cepras set forth in Section s·.9.of the BeU.Atl~ntic Disclosure Schedule, neither Bell Atlantic not ariy of i~ .· 
Subsidiaries is subject to. any. C~ase and desist,or othef(>rder, judgment, injunction or decree issued by~ ods ai . . 
pany to any writtenAgr~~rne!lt; con~ent Agree.ment or m~morandum of understanding with, .or is a· party .t() any 
commitment letter or siiililar undertilking to, or is subject to any order or directive by, or has adopted ailY bOard. · 
resoltitioiis at the. request of; aJty.'Govemmenial Entity that materially restricts. the conduct of its busines's ·or · 
which may reasonably be expected .to have a Material Adverse Effect on Bell Atlantic, nor has .Bell Atlantic or 
any of it:s •. Subsidiaries: been advised that: any Goveninlental Entity: is considering issuing or requesting a,t\Y of 
the foregoing,: Nl)ne of the representations and warranties made in this Section 5.9 are being made with respect' · 
· to Environmental Laws. · · 

. . .. . . S~qio~ 5;10-..Joint PrdxySt4tement. None of the information supplied or to be supplied by or on . 
· behalf of Bell Atlantic. for inclusion or incorporation by reference in the Registration· Statement will, at ·the rime 
· the Registration Statement becomes effective under the 1933 Act. contairi any ·untrue statement of a material · 

.··,,· 

·.~ . 

·."·> 

~ ' ·. 
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. · fac(ix omit t~ State any fuaterial fact required to be stated therein or necessary to make the statements therein, .· 
i[l):h.~ light of ~~ c.ir.:.cui!lst:!IIc~s. imder .which .the}l. were made, not misleading. None of the infoi:nlation . .· ... 
suppliecl,orldbe supplied by or 6n:l>ehalfofBell Atlantic for inClusion or incorpomtiop by referen~:in tl;t~' .. 
)oint PrOxy Statement will., althe dates truriled to stockholders and at the times of the GTE stockholder8' · .·.. . . . 

. meeting. an9 the Bell Attavtic stoCJdtolders' meeting, com.ain any untrUe statement of~ materialfact or omit to •. · .; 
.. . :state any material fact ·rc;quired .to be· stated. therein or necessary in order to make the statements therein, jn *~· 

Hght ofthe circurns~ces under which they were made, not ririsleadirig. The Registration Staterp.ent and•llie . 
. )oint Proiy Staterri~lit (except for in'fonnation relating solely to GTE) 'will comply as to form in·all material· . . .. 

. · ' respects with the provisions of the 193~ Act ail.d the Exchange Act arid the rules and regulations promulgated . . 
· ·thereunder; · · 

·.· SEcTioN ?..11---.:Employee Matters; ERr5A. (;~) Except where the failure to be true would not,· .. . ·.· ... 
indi:Vldually or in Jlte aggregate, hav~ a Materiai Adverse Effect .on Bell Atlantic. (i). each Bell Atlatitic P:lan hai / ·· 

. been operated arid. administereq. i~ OCcordan:ce with applicable law, intluding. btH Mf.funited to ERlSA and'th~·. 
· . . .• Cpde~.di) each Bell Atlantic Plan intended ~o bf: .. ~'qualified'' within the. meaning of S¢Ction4<il(a} of tbe CQde.. · · 

· · )s so qualified, (iii). except as required by COBRA, no Bell Atlantic Plan provides dea~ or medical benefit$ . · · · · 
(whither or not insilred)~ · wiih re.spect ~ current or former .employees of Bell Atlantic. or o( anY trade or 
business, whether or notincoipprated, which iog:ether With Bell Atlantic wo.uld be deemed a "single .. . .· 
employer'' with.ir.J the meaningof Section 4001 of ERISA (a "Bell Atlantic ERISA Af:tiliate"), beyondJ.heir ,· 
retirement or oth~r ~ennination of ser-Vice, (iv) no liability un<kr Title IV of EJ.USA h;'lS been incurred by Ben·~ 
Atlantic or any Beli.Atlantic ERISA Afftliate.that has not been satisfied in fuR and no condition exists that . · 

; pre;ents a material psk'to Bell Atlantic or any Bell Atlantic ERISA Affiliate of fucurrlng any ·such liability. . ' 
( otherthan PBOC. Pn::ffiiuins), ( V) all contributions or other amounts due froni Bell Atlantic or any. Bell Atlantic . . 

.. ElUSAAffiliate With !esped to eacb'Seli Atlantic Plan have been paid in full. (vi) neitherBell Atlantic noi ;H.y · · 
' · ··· Bell Atl!llltic ERISA. Affiliate has engaged in a transaction ij:} cOml.ection with which Bell Atlantic or any of ~ts. 

Subsidiaries. could reaSonably be expected to be subject JO eitper a. civil penalty assessed purswmt to Secti()D 
409or~02(i)ofERiSA ora tax unposed ptusuant to Section 4975 or 4976 of the Code, (vii) to the bes1> ·· 
knowledge of B~U Atlatltit. there ID-e .. no· pending, threatet).ed or ·anticipated claims .(oth~r than routine. ctaitns fo.£ · 
benefits) by, on·behalfofot against any Bell Atlantic Plan or any trusts related thereto, and (viji) neither the .. 
execution .and deli very of this Agreement 'nor the consu~ation .or the transactions contemplated hereby wiu· .·.... ·· 

. . (A) resuit in any payment (including; without limitation~ severance. lUlen'lploymerit compensation! golden, , 
. ... parachute or otherWi~) becoUring due to any director or any iml.ployee. of Bell Atlantic Of any of its ·. . , 

·' Subsidiaries unde~ any Bell Atlantic rtan or otherwise, (B)~terially increase any benefits otherwise pay:lQle .. · 
undel: ·~y Bell Atlantic Plan G or (C) resuit in any acteleration of the time of payment or vesting of any such • 
benefits. : · ·· ·. 

{b) 'For purposes ofthis Agt-eement/'Bell Atlantic Plan" shall mean eacb deferred compensation,, bon~s • 

'· ,_. 

. :,. : 

· · or oilier inc~ntive. compensation, stock P\lfd~ase~ stOc:k option or other equity compensation plan~ progiam, . . .. . 
ag:i:een:ient or arrangemttii; ·each se:yerance or termination• pay, medical, surgical, hospitalization, life irisucince ·. · • · ·' · 
oi: other • 'welfare'~ plan; fund or .program (within. the meanmg of section 3( 1) of ERISA); .each profit-;sruirlng, •. . ... ' ' 
stack . bonus i;lr other.~ 'pensio~' ;_,plan, Jilnd or ~['()gram {Vvithi.rt the meaning .of seCtion 3(2} of ERISA); ·each· 
employrhent, tenrunation or seyeranc~ ;~.gi-eement; ai:td each other employee benefit plan; fund, program, · 
'ag~emen~ .or arrangement; iil each case; that is sponsored. maintained or contri,buted tO or requi,r:ed to be . 

· ct>nilibutetl to by B~llAtlantic or. bY anyB~ll Atlantic ERisA AffiUate or.to which Bell Atlantic ot.any Bi!U> · .· 
Altantk ERISA A,ffili~e is party, whetherWrinen or()rnl, for the .benefit of any employee oi former employ~ · 

· . .of:BeU Atlari.ti9 or'any· 1;\eU Atlanti¢ :ERlSA Aftlliate. · · . 
_. '.•" ' . . ,' •' '' ' 

SE~ON5.12-~bofMaJters;·' •:Neither Bell Atlantic nor any ofits Subsidiaries is the subject of~y 
materia! ·Proceeding .asserting fh#· it or aiiY' of itS Subsidianes h.as committed an unfair labor practice or is . 

. . . seeking .to. compel it to bargain with any lal>ot union or labor organiZation nor is there pending or; to. the :kl1ial 
. knowlet:lge p( i~ executiye offi~~~ •. threatened. ui writing, rior has .. thete .~ri. for the past five years. any labOr . 
: st:tike, dispute; waJkout ;worll:: stoppage, slow~down or lockout inviJiving it or any ofits Subsidiaries; exeept 
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. . in.eaeh case as is n()t, individually or .in the aggregate, reasonably likely to· have a Material Adverse Effect on . 
Bt:;ll Attantic. . . . . . 

·SEctiON 5.13-Envirom~imtqf !tjattf!.rs . . ~~cep~fqr sq~b matt,ers)hat, indMdually .or in the aggregate,:are • 
not reait>nably likely .i:o bave. a Material Adv~ Effect on Bell Atlantic: (i) each of Bell Atlantic and its . ·· · · 
Subsidiaries bas complied With all applicable Enviromilental Laws (as definedbelow); (ii) the properties 
current}y owne.<J or operatecJ by if or any of its Subsidiaries (including soils, groundwater, .striface W~ter •. : .· . . . 

· bili.ldmgs :.Or other st:ructures) ~e not conUUninated with any Hazardous Substances (as defined below); (iii) the. 
. · propertiegformeriy owned or operated by ,it·or· any of its Subsidiaries were not containinated with Ha.zafdous ·. 

·· Substaiices du~g· the pet;iod c;~f ownership or operation by .it or any of its Subsidiaries; (iv) r1eithet it nor iUty •... . 
ofits Subs~diaries is subject to liability for any Hazardous Substance disposal or contamination on :iny third · · 
party. propeey; ( v) neither-it .nor any Sul:>sidiaiy ~as been associated with any release or threat ofi'e!e~ of anY .. · 

··.Hazardous Substari~ei (Yi) neither it nor :illy Subsictiary.haveqived any notice, dt!mand, letter, claim or · ··. 
.. . reque'st for infonnation :illegffig ibat. it or any of its Subsidiarl~s may be in violation of or liable under any · .· . . . 

· ·, EnvirollilientiU Law (mdudingany clirlms relating to electrl)magnetic fields orrniqowave transinissions); (vii)··· 
neiUJet it nor any of its Sul:>sil:liiirles is subjeCt to any orders; dectees, hi junctions or other arrangelrients with 

·· ariy $civ:en;uru!ntaf J;:ntity' ~r is subject to any indeinnity or other agreement with any tltir9 party ~lating Jo 
;liability un4er any EnvirOiunenta,l Law tir relating to Hazardous Substances: and (vili) there are. not . · · .. 
circumstances or conditions involving it or any of its Subsidiaries t,hat could reasonably be expeeted t() result in 

· any Cl!liins; li~b~litY, investigations, costs. or restrictions. on the ownership, use, or tnlnsfer of any ofit.S · . · 
: properties purs~ant to. any EnVironmeri.tal Law. · · 

'1,,-' 

' ' ... Nc;~ ·repres~rttation is made by Beil _;\tlantic in uris Section 5.13 for which neither Bell AtJ!UitiC nor anY of 
. its. S~\)sidi~es is (or would be, if a claim were brpught fu a formal proceeding) a named defendan~ but.¥ t9 .. , · 

·. whiqh)>dl Atlantic or any ofits Subsidiaries may be l1abie for an allocable share of any judgtr~ent rendered ~. • 
. putsuanqo me POR. No representation is made by Bell Atlanticin subsection (i) ofthis Section 5.13 as to .. · 
. ·p~operues•owiled,lea~ed orc,perated by.AT&Tor any ofits Subsidiaries except for such properties ,which are', · · 
: or at anY time since Nbvember 1, 1983 were~ owned, leased or operated by Bell Atlantic or any of its . ·.. .. : · 

:· . •. Subsidiaries .. · . · · · · 
. . ~ 

.. SECTJ;:>N 5, 14-BoardAct(l:1~; Vote R~quirt"d. (.a) The Board of'Direttors of Bell Atl~ti~ has . 
Uf!artii:rioitsly deten1}ined · th.at the transacti~ns contemplated py .this AgreernenJ and the ·Optiori ·Agreement$: art! . ·• , . 
iiHhe beifintetestli .of !;tell Atlantic and its st6ckholders and has resolved to tecoirunend to such ·stockhOlders .·· 
thatthey vote in favor thereof. 

{b). The approva~ or me 'certificat:e.Arilenctment by a majority or the votes entittect to be cast by an h~tders 
. of Be~ Atlantic C9iiurio'!l Stoc~ and the approvaJ of the Stock Issuance pursuant thereto ~y a majority ofihe . 

. . . votes. cast thenbort, provided iliat the total votes cast. thereon represe~ts over 50% in iljterest Of .aJl securities. oC: . . 
.. Bell Atiant1c :eijtitled.to vote therecin~ are !be only votes of the holders of any class or series of the capital siOCJ( . . 

.of Bell Atlantic required to approve this Agreement. the Merger. the Certificate Amendffient. the Stock 
Issuance and the. other transactions c()ntemplated hereby . 

. ·.. sf.~o~ 5.;l5~piniof1S ?f Financial Advisors. Bell Atl~ti~ has received the opinions ofBeat, Steams 
.· & Co. Inc. ("Bear Stearns'') and Merrill Lynch, Pierce. Fenner & Smith )ncorporaied ("Merrill Lynch .. ). each. .· 

d;J,W'd July 'f?· 199~. ~o the effect that, a5 of such date, the Exchange Ratio is fair from a financial poin.tofview' . · . •. . . 
· · to'llie holders of Bell Atlantic Coininon Stock. . . . . . . 

, . SECnON sj~Brokers .. Except for BearStearns, Merrill Lynch and Morgan Stanley Dean \vittet, the< 
ariang~meitts with • which have been. disclosed to GTE prior to the date hereof; which have been.· engaged. by . 

. BeU~tlan~c; no. broker, fiilder or investment bariker is entitled to any brokerage, finder:s. investm~nt.~ng, , · 
or other fee or ·cpmmission iii conneCtion with the transactions contemplated b:y thi~ Agreement and the .Option · · 
Agreem,:ents ba.Sed upon arrangementS made by or on behalf of Bell Atlantic or any of its Subsidiaries. 
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. SECTiot::i 5.i7.,..;tk Matter;. Except as set fonh in Section 5.l7 of the Bell .Atlantic Disclosure.· 
· Schedule: . 

·. (a) Allmateri~l federal!· state, local and foreign Tax Returns required to have .been filed by Bell. A.tlaniic 
or its Subsidiaries haye be·en filed with the appropriate go~emmental authorities by the due date thereof · · . 
indudina extensions·' .. · · · . e ~ ' . 

. . . (b) The Tax Re~tns-t'efetred ~o in subpart (a) 6t'this section H?.correctly ~d c~mpletely reflect aU 
.· m<~terial Tax li<:~~ilities ot'fl.ell Atlantic'and i!S Subsidiaries required to be shown thereon; · · 

, ... · .• · ·. ( c)"AlHila~eiial T~es shown. as du~ on those Tax Retur:ns referred to in subpilrt (~) of thi~ .Sectjo~ 5~17. 
• ···. as :well asany:m~terlaJ:Joreign withholding Taxes imposed on or in.~pect.ofany amounts paid to orby Bell. 

·.. . Atl~t~ti¢ o~··1UlY hfits ;$\ibsiilianes, whether or riot such amounts or withholding Taxes are referiedto or' shown ·· 
·· · · .. cin .any Ti!Jt. RetUJ:n~· r'eferi:ed .to in SeCtion 5.17 (a) hereof, have. been fully paid or adeqJJatcly reflected a5 a .. ·.· ... 
· liahiiicy 'on .B~II A~lantic's odts Subsi4iaries' financial statements inchaded in the Bell Atlruu:ic SEC Reports; 

:-·;". 

•• (d) With ~espect to' any prit)r 'j:iedod for which Tax Returns have not yet ~n filed. or for whlch T~es are.· . 
. . not yet" due or owing.'Bell Atlantic andJt.S Subsidiaries have made due and sufficient accruals for such'rax~s in·· . 
:_their-respective bOQk~ aDd-recordS··-abd-.~nan~lal-stateinents; . · :· ~ 

...... ·· . . . , . (e). N¢ither Bell Atlantic nor ~y of its ::affiliates .haS taken, agreed to take or omitte~ to take any aetion ·. 
tha~ · wotdd p~v~nt ()T impede the ~erg~r fro in. qualifYing as. a 't<ix,free reorgarlizati6n . under SeCtion 368 ·or' the· 
Cqde; · ·· · · · · 

. •' ~ 

. . . · .. (f)~ N<i deficiencies for my TaXes have OO.Cn p~ciprised, asserted' oi: aSsessed .against Bell Atlantic or ~ybf . . ·. ' . 
· its Subsidiaries :that are not adeq~ately reserved for. ilnde'rGAAP. except for defiCiencies that individually or- i~ : 
.the·aggregate would nothave a·Maierial Adveri;e·Effect on Bell Atlantic; and. · · · 
. ' ; ' ·, ' ,. . " . ' : -~ . . . ~· . ' . . ' ' 

{g) Bell A~~iitiC 1s "not ~ware qfanymatenai liens for TaXeS upon any aSSets of B~ll Atlanti~ ~any of ~ts ' .. 
. . Subsidillrles apart fro·ri), Uetisf6r Taxes,nqt yet due and payable~ · · · 

·:;,scri(m 5:l~lnteli~ciuai?;apeny. . · • ' . · ·· ·.· ·· · . .··. ·· .. ·· .· ·. 
:(a) As used in this .A~eemelu; ''Bell Atlantic In~llectU.aJ ·Property'' ~eans all ~f the foUowing whleh -~ , . · ' 

. necessary to conduct the ~ines:o;;:ofBeU Atlantic and its Subsidiaries as presently conducted OtaS cur:rentl}r .. . ., • 
' ' ..... ·, proposed to be conducted: (lJ triiciemarks, trade dress; service marks, ~;:opyrights, logOs~ nade l}ames; corporate. . ' ' 

· . natiles and all .. regi~tr.ltioQS and applieatioris to. register the same;· (ii) patents and pending patent applications; 
··· (iii) Computer SoftWate;_·(iv)aU technology~ ~ow-how.'and:tr~de secrets; and (v) ali materiallicimses arid.··. 

·. agreements" to·whi.ch Iieil Atl<lrJtic ~r any ofits Subs.idianes is a party which relate to ariy 9f the fo~gtiil:tg; 

. · .... · OJ) Bell. Atlarttic pr its. Subsidiaries ovros .or has the nght to use, Sell or ·license ill Bell Atlantic . 
Int~ile~ PI:operiy; free and-dearofallliens or encumbrances~ and all registrations ofl3el1Atlantic 

.. IJlteliect~al Property are:_vaiid arid enforceable: and have beenduly reCorded and -!liaintairiOd. except, iti each 
·• · .·case, as would n<>~ · individ.ually or in the aggregate; bave. a Materild ·Adverse Effect oil; .Bell Atlantic ••. ·· · 

.. . · . (c) To the Jo\oWledgeofBell A~~ti~, theconduetof Beli.Atlantic's· and its Sub~idiaries' bUsi~ess and:· .. · 

··:. 

:· .:-
~---, . 

. the use_ ofthe Bell' -f\tbintit Intellectual Property .dOes not inaterially irifringe, violate or. misuse any intellectUal · 
.. · -~rope('ty.rightsorany_ otbeiproprietary right (;)f any person or give rise to any obligations to any perSon as a · ·. · :•. 
· · . result of co~aumorsbip; an<l neither Bell· Atlantic nor any of its Subsidiaries has received any notice, ~ . . · . 
· SlUisfacJOri].y resolv~ of any claims or ·threats tlia.t:Bell Atlantic's orits Subsidiaries' use·ofany:of the Bell 

. . ' Atlan~c InteUectt~al Propercy mat~riatly infringes, yioiates or misuses, or is otherwise in conflict with any . ; 
·•. · int~llectualproperty· orprbpneti(y rightS of arty third party or tbat.any of the Bell Atiantic Intellectual Property 

·· is ·invilJid or uneriforceable that woUld. .Uu.JividUally or in the aggregate, have a Material Adverse Effect on Ben• 
Atlantic. · · · · · · 

. _:: .. 

·- " ·-.'-

._,· .. 

;:_ -· 
~; ' . 
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. . . : . 
. . . . . ·. : ·, 

· (~) ~eUAd~tic ~d i~ Subsidi~es have used t'eas6nable efforts to maintain the confidentiallty of their · 
trade secrets and .other conti~nti3l ~ell Adantic Intellectual Property. · ·. · · 

(e) . Bell Atlantic bas undertaken .a concerted effort to ensur~ that all of the Computer Software, compuu;t. .. . 
finnwaie, · compu~r hardware (~hether general· or s~ial-·purpose ), and other similar or relate<! ite!llS of . . 
automated, compuieriied. ari.d/orsofuvare system(s) that.~ to be used or .relied on by Bell Atlantic or.byany 
of its Subsidiaries ~ the conduct of their respective businesses will not malfunction,· will. riot cease to function, 
will not gei:teriue incorrect data. and will not proVide incorrect results when processing, providing and/or. . 
receiving (i) date..reiated data into and between the twentieth and twenty~first centuries and (ii) date-rellite;d data 
in connectloh with any valid d:rte in .the twentieth and twent)' -first centul:ies. Bell Atlantic reasonably believ~; ·• 

.•. that such effort will be successfuL . . . . 

• SECTION 5.19~J11Suran¢e~ Except as set forth .in Section 5.19 of the Bell Atlantic Dlsclosui~ Schedule, 
e3J;;h of Bell Atlantic: and each of its Significant Subsidiaries is, and has been continuously since January I; 

· 1987 (or· such later date as such· Significant Subsidiary . was· organized or acquiied by Bell Atlantic), insU.red · 
. Wfth financially respPnSible insurers in such amounts ~d against such $ks and losses as ate customarY fot • . . 
. coinpaziies conducting the • bUsiness as conduCted by Bell Atlantic an.d its Subsidiaries during such time period. · 
Except as set forth in Section5:19 of the Bell Atlantic Disclosure Schedule, sin~e January l, 1995 .• rieittier,Bell 
Adantic nor any of its Sijbstdi.aries bas received notice of cancellation or termination with. respect to any . . .. 
material msurance poiicy of Bell Atlantl~ or its Subsidiaries. The insurance pOlicies of BeUAt:iiuitib afid· itS 
Subsidiaries are valid and enforceable policies; . . . . 

SEd-JoN s~iO-c-Ownership of S~c~rities. As of the date hereof, neither Bell Atl~tic nor, toB.ell 
Atlantic's kno'.yl~<(ge, -any of its affiliates or associates (as such terms are defined under the &change Act), (a} 

. (i) benefi,cially owns; ~tly br indirectly, or (ii) is party to any agreement, arrangement or Uttders~diri.g for' . 
· the purp6se of acquiring,. holding,. voting or disposing of, in each case, shares of capital stock of GTEf whic~ in 
the aggregate represent 10% or mote l>f the outstanding shares of GTE Common Stock (other thlU1 sh~s heid_ 
by Bell Atlantic Pl~s•and.the G~ Option Agreement), nor (b) is an "interested stockholder" of(3:;r'E within.: 
the meaning of Sectior(912 of the NYBCLExcept as set forth in Section 5.20 of the Bell Atlantic Dbkl()s~ .· .. 

· Schedule, Bell Atlantic owns no shares of GTE Common Stock described in the parenthetical dause:·o(Sectiop · · 
2,2 (a)- hereof. whiCh. would .be canceled and retired without consideration pursuant to Section 2.3 (a) liereof,. : 

. SEcrroN S21~ertain Contracts. (a) All contracts described in Item 60l(b)(l0) of Reguiatioli S-K.to·.·· 
which:Bell Atlani:icor: it{Su.bsidiaries is a party or may be bound (''Bell Atlantic Contracts") have been filed. 
as exhibitS to, or in9(Jrpoi:ated by reference in, Bell Atlantic's Annual Report on Fortn 10-Kfor the year ended. 
Dece:mber 3l, 1997. All Bell Atlantic Contracts are valid and in full force and effect on the date hereof except 
. to the extent they hiiVe previously expired in accordance with their terms or if the failure to be .in full force rind · 

.. effect, indl.vidually' and hi ¢-e aggregate wc;mld not reaso~;~ably be expected to have a Material ~dverse 'gffect, 
· on aeU Atlantic, Neither Bell Atlantic nor any of its Subsidiaries has violated any provision of, or comritiited 

or failed to perfonn· ariy act .which with or without notice, lapse of time· or both would constitute a d¢fault. · · .· · · 
under. the .pr6visioils of, any Bell Atlantic· Contract, except in each case for th<>se. Beli Atlantic Contracui which~· ... ·. 
individually arid in the aggregate, would not reasonably be expected to result in a Material Adverse Effect()n · 
Bell Atlantic. · - · · · 

. (b) Set forth inSec.tion 5.21. oftheBeil.Atlantic Disclo:Sure Schedule is.a Jist of each contract; ag~~ment 
.or ariangement.~6 which Bell Atlantic or any of its Subsidiaries is a pariy or may be bound which is art· . 
. afrimgemeritlimlting, dr i~straining<Bell Atlantic, GTE, any Bell Atl.antic or GTE Subsidiary or any·.si.iccessor .. ·· 
thereto from engagirig or competing in any business which haS, or could reasonably be. expected tQ have in ilie:; . 

. foteseeabl~ fu~re, a Material Adverse· Effect on Bell . Atlantic or, to. Bell Atlantic's ·knowledge; on GTE .. 

•;':'',. 

':.· 

-~· . 

·;, ,· 

. ·.- . 
. ,, 



. . . . . . ' . . . . 

SEcnoN5.2Z~MerguSubsidiary. ·. Beil Atlantic aiu:I Merger Subsidiary rep~sent and w~t~·o~ a5 · . , 
follows: · · · · · 

. . . , . (a) Qrganizatibn an:d Co.rpor~N P~wer. Merger Subsidiary is a corporation: duly inco~~ted, VJilidl)' 
· . exliti.ng and iri good standing wider the laws of the State of New York. Merger Subsidiary is a direcr, wholly •. . 

owrihd S1JbsidlarY oLBell Atlantic. . . 

· (b) Corporate A!ithorizatiotr. Merger Subsidiary has. all requisite corporate pow~r and authority t(} enter 
·.Into this~Agreen)ent and .to .consummate the .tiansactions contemplated hereby. The execution, delivery and.' · · 

.. , perfom1~ce by. Merger. Subsidiary of this Agreement and the consummaiio~ by Merger Subsidiary of.the · , .. . 
. . tni:nsactions contemplated' hereby)lave· been duly authorized by all necessary corporate .action on the part_of ·. ~ 

Merger Subsidiary .This Agreement has been duly executed and delivered by Merg~r Subsidiary and consrit\l.tes · 
~ valid and binding agreement of Merger. Subsidiary; enforceable agilinst it in accordance. with its te~; e'i!.c~pt · 

. as S!,!.Ch enforceability may be limited by bankrUptcy~ insotv~ncy, reorganiZation. moratorium and other similar 
·· laws. relating to or 'affecting creditors· generally, by general. equity principles (regardless of whether such ' .. 
·enforceability is considered In a proceeding in .equity or at law) or by an implied covenant of good faith .arid . 

. fair dealing:.. , · · · · 

·. (c) Non Cqntr:avention~ · .. The execution., delivery and. ~erfonnance by Merg~~ Sut:isidiiuy of this ·:: · 
. ' Ag~eem¢nl and the c.Ons\lmthatiort by Merger Subsidi"iuy of the tr.insactions contemplated hereby do nor and 

will not. contravene 6r conflict with the certificate of incorporation or by~laws of Merger SubsidiarY. . ' 
···.:1· .. 

(d) N~ Sus.i,;ess Actfvitie/ 'Merger Subsidiary has not conducted·any activitie~ otherthan in conne~tio:n; · 
· •·. with the organization of Merger SubsidiarY, tl)e negotiation ·and exeClltion of tbis Agreement and the · 
. consummation of the. trarisacdons CO!ltem~lated hereby. Merger Subsidiary. has. rio Subsidiaries. 

··'· 

····> 1\iniCLEYI--CONDUCT OF BUSINESSES 
PENDING THE MERGER 

.·. · ;F.CT!ON 6.i ---Tri:msfti6~·Plan;lif1g; .. Ivan G. Seidenberg and Ch~les R. Lee, as Chief Execritiv~ Offi~~~ 
of Bell Atlantic and.GTE •. respectively,jointly shall be. responsible for coordinating all aspectS oftransi~on . 
pl.anning and .impleJllentatio,n, relating to the Merger and the other transactions contemplated hereby~ If either _ 

. ~uchpeoon ceilses to' be ChiefExecutive Officer of his respective company for :my reason, such pei:Son's'·: . 
. s~ccessor as CliiefExecutive Officer s~.all assu·me his predecessor's responsibilities imder this Section <;i: 1 ~· · . 
· • l)urlrt$ the period betw.eeri the date hereof and the Effective Time; ·Messrs. Seidenberg and ,Lee jointly ~hall (i) 
· ex.anrine vanous alternatives regard:ng the manriedn which to best organize and milnage the busineSses 9fBeri 

·. ,, 

.: ,. 

·,.I, 

.\r'' 

,-·, 

· .. - ,',,:' 

. ·Atla,ittic 'anti GTE .after.the Effective Time, and (li) coordinate .policie~ and strategies With ·respe¢t tq regulatory · . · • · · 
authori~esand bod,ies; in all cases subject. tO applicable· law. · 

. · SEcn~N 6.2~on4uct ~jliusin~ss in the Ordinary Course. Each of GTE:· and BeU Atlantic coveni:!Dts 
artdagn!~s thai. subject ~o the provisions of Section~.7,16 and 7.17 b~reof. betWeen ~be date hereof and the'. · 
effective Time, uilless the other sball. other.Wise .. conSent in writing, and except as described m· S~tion 6.2 of 
tbe.Disdosure.Schedules. ol' a5 olherwise .expressly contemphtt¢ hereby,lhe business of suchJ>any and its: 
Stibsidiarie·s shall be. conducted onty iil. arid such entities shall not take any action except in, the ordinary 
~ouise·of business and in a rluinner corisiSt¢nt with J,lllStpractice; and each ofGTE ~d Bell Atlantic and tlJ.eir 
i'e~peoctive Subsidianes will U$e therr commercially reasonable efforts to preserve substantially iritact.their • · 

. business or~anizationS:, to keepavail*le the services of those oftheir present officers. employeeS a,t,ld . 
. consultants' who are Jn~egral to the' operation oftheir businesSes as presently conducted and to preserVe their . 
. presen~ rei~tlonships with significant cUstomers arid suppliers and with other persons with whom. they ha:ve .... 

. .. signi~cantbusiness relation~. By way of amplification and not limitation, except as set forth .in Section 6,2 of •. · . 
the DiscJos,U£e Schedules or as othef\vise expressly contemplated by this Agreement and. the Option · · 

· A-greements; and subject to:the proviSions of Sections 7.16 and 7.17, each of GTE and Bell Atlantic agrees on . . , . : . ... . . ,,· . - . 

..... 

. ·. (' 



bepalf of itself and its Subsidiaries that $ey will not; between the .date hereof and the Effective Time, directly .· . 
. •· or. indirectly; do any of the following: witbt>Ut the prior written consent of the other: . 

. . . 

. . (a) (i) e~ceptfor.(A)the·;~sl!an~e of shares of G:rE:Conunon Stock and Bell Atlantic Common Stock. in . • 
•· ordeno satisfY obligations undetthe· GTE Plans and Bell Atlantic Plans in effect on the date hereof and Bell . 
Atlanti~. Equity ·.Rights or GTE Equity Rights issued thereunder and under existing dividend reinveStment plans/ .. 

· which issuances shall be cons~stent with its existing· policy and. past practice; {B) . grants· of stock options with . · 
respect to GTE Common Stock or Bell Aditntic Comnion Stock to employees in the ordinary course of . 

. . bus~ness .and in amounts and in a manner consistent with past practice; and (C) the issuance of securities by a 
· Subsidiary to ;IDy person . which is . directly or indirectly wholly owned by GTE or Bell Atlantic (as the case • 
may be): issue; sell. pl¢dge, dis,pp~ of,.encumber~ authorize, or propose the issuance, sale, pledge, disposition, . · 
encuR:tBrance or authorizat~on ofany. shares of capital stock of any class, or any options, warrants, convertibie 
securities or other rights of any kind to acquire any shares of capit;tl stock. Of, or any other ownership interest' . 

in, such Party. or any ofitS Subsidiaries (excluding such as may arise upon the exe:rdse of existing rights); (il) 
.amend or pJ:opqse to amend the Certificate of Incorporation or Bylaws ofsucb Party (other than by Bell . · 

· Atl~tic as contemplated hereby) or any of its Subsictiaries (other than wholly owned Subsi¢iaries) or adoPt. · 
amend or propo$e to amend ariy shareholder qghts plan or related rights agreement; (iii) split, combine or .. 

· reclassify any. C.titstandirig shares of OTE Common Stock and Bell Atlantic Co!llmon Stock, or declare• set· 
aside or pay any dividend or distribu~on payable in cash, stock, property or otherwise with respect to shares of ·. · 
GTE Co nun on Stock: and ~~ll Atl~tic Coffimon ·StoCk, except for caS.h dividends to stockholders of GTE 'fuld ·· 

... ~Bell Atlantic deClared. in accordance with existing dividend policy payable to stockholders of record on the 
· · record dates consistently use,d .in pfior.p~riOds; (iv) redeem, purchase or otherw.ise acquire or Offer to redee111, · · ... 

purchase· or otherwise~ (lequire· any $hlll:es of .its capital stock. except that each of GTE and Bell Atlantic shall be .· 
· pennitted to acquire shares of' GTE Co.mmon Stock ·or Bell Atlantic Common Stock. as the case may be, fr~z:ri 
time to time in open market transactions, consistent With past practice and in compliance with applicable law . . . 
and the provisio~s of any. applicable employee benefit plan, program or arrangement, for is~uance upon the 
ex.ercise of options and other rights granted, and the lapsing of restrictions, under such Party"s respective 
employee beJ1efit plans. programs and arrangementsiand .. dividend rein,yes.tment plans; or (v) authorize or. 
pro.pose or enter into any contfi!.ct, agreement, comlnitm~mt or arrangement with respect to any of the matters 
prohibited by this Section 62 (a};' · 

. . 

(h) (i) acqui're (~y m~rger, consolidation, or acqQisition ofstOck or assets) any corporation, partnersblpor 
oth'er bl,lsiness organlzatiot) or di visiort thel'eof or make any investment in another entity (other than an entity . 
which is .a Wh()lly owned. Subsidiary of such Party as of the date hereof and other than incorporation of a, · · 
wholly owned Subsidiary). except for acquisitions or investment<> which do not exceed $500.000.oo0 in the 

. ag~egat~ for all such acquisitions or investmentS in any l2-month penod; (ii) except in the ordinary courseof. :. 
business and in a mann~r ,consistent with past practice. sell, pledge, dispose of, or encumber or authoriZe or 
propose the sale:. pledge, disposition or encumbrance .of any assets of such P~y or any of its Subsidiaries, 
except for ttansattiOilS which do not exceed $500,000~000 in the aggregate in any l2·inonth period and 
providtd further that, u.t;~les$ arid ·until It is !'J1Utually detennin~d that pooling ofinterests accounting is not 

. available for the rvlerger; no. Party shall make any dispositions in excess of an aggregate of $100,000,000, 
except f<ir thos·e di~p6sitions thafthe management of either party has detenilined, with the ccmcurrence ofits 
itidependen~ accountants; to be. either iti the ordinary course of business or not in contemplation of the M~tg~r, . . 
and therefore not a dispOsition to be meas!lred, individually and in the aggregate with other dispositions, fOr . 
material .disposition ohs$et purf>oses; as required by Accciu!lting Principals Dillletin No.· 16 and the. . . . .· 
autlwritative interpretations thereto; ·or (iii) authorize, enter into or atriend any contract, agreement. commitment . 
orarran$~ment whh respettto any ofthe matters prohibited by this Section 6.2(b); . . 

· (~) incurindebtedn~ss if, :following the taking ofs.uch action, It is reasonably anticipated that such fany•s. 
·outstanding senior .indebtedness would be rated by Standard & Poor's at lower than A-, in the case of GTE, or 
at .lower than A, in the case of :6eU Atlantic. . . , 
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(d)en(icr into (i) leve~ged deci V'ati ve contracts {defll}ed as contracts .that use a factor to multiply the . 
underlying j~dex ex~tiisure)or (it)omerderivative contracts except for the purpose of hedginglmown interest -· 
rate and foreign e~~h~~ge exposures or otherwise reducing such Party's cost 'of financing; 

. . . {e) take any actl~n:,wit4 respe~tt~ ·the ~t of any severance .or terminati~u pay, &tay bon~s, •. or other· .. 
· int~ntive a&angeme.nts'(dtherwise than pufsuarit to any GTE Plan. Bell Atlantic Plan {colle~,;tively ~itb all GTE . 

.. P1ans; "Benefit-Plans'') ot any ~JiCies, ari-angements and·agreements of sucli Panywhich were.ineffect on. or 

,,:·_· 

offered. dr. approv~d to ~e offertd ·by the board of directors or senior management of the respective Party prior ., .. · 
to, ·the date hereOf, or pursuant to any renewal or extension subsequent to the date hereof of .the duration of the 

. .timh of any such ~etefit Plans, poli~ies, ~gemenci or agreements), or with respect to any increase in· ... 
m;nefits payable 1,mder its seyerance or termination pay Policies, or stay bonus or other iricentiv~ amingeme.rns ·. 

· in effect on :the date hereof: · · · · · · 
,1 •• 

·.·. .· .. pr(}~ided, however; that this subs~tion shall not prohibitGTE or Bell Atlantic or their respective.. .. 
. •. .·•· subsiCliaties from. titking, any .actions whatsoever that ar~ described in this· Section. 6.2( e) if (i) such. actiom are. 

· no.~ Merger-related ~nd are. iri atnouriis. not materiaily greater .than past practiCe or as ottie..,iise required by .· 
. ~gill Requirtml.eh(S or applicahie: provisiotis. of the plan. policy or arrangement, and ihe Party taking .such . 
. ·. · .. :action consults with tlje other ParlJ{where :Such consultation is reaSonable and ptacticabie) reasonably in · 

· · advance of any ·~~o~ch ~c~o[l,.Or- (ii) such a_2tiorui: are Merger-related, ai:e taken to meet business needs, are •. . 
·c()m;isterit with torrtpetitive market practices oHirge. data transmission or telecommunications companies, ·and. 
the either Party glves its consenno such actions (such consent not tci be unreasonably withl1eld after bein$ . 

. consulted by the Pai:ty. PropOSing such action (wb.ere s~ch consultation is reasonable and praciicable) rel'iSo~ly 
· . in advance of. any stich ~ction): , · · · · . ' · · · '· · 

... ··· . provided;.fuitheri th;'!ton 'and~ft(!,rtheda~ hereof, each of GTE and.Bell Atlant~c will~ its ~t effo~. · ; ·., 
·in .good faith to deye!op and adc,>pt Within 6() days of ttie -date hereof,. in concert With .the other, a Common .set· ... ·· 
. ofprincipie~. an4. g~ideliries tor the.· design. and implementation of merger-related retention inc.entives 3Ad . . . . 

,, severance: benefitS" fcir the ptiq,ose of enabling the" ~e'Spetti:vc;: companies to implement compleme,ntary pian.S; 
•ptQgriuris and artange~nentS,, utilizing b#st COIDPetitiv~ practices Which each believes Will facilitate tlie, ... . 

. . ccinyergerlce Of the. oenefits. and ertipioymerit Practices anq.poiicies of the Parties and their respective . < ... ·.·. ·. .· 
s~bs~<Jiaiieidt~ritig dle pe.ri94·cU:l!pjnating hi.d:ie<Effet:tiveTime, and a5 soon as practicable after such ad.Oj)tici~ 

. each sucl{Party s}lall.coilrply; and cause their.fCspective subsidiarie~ to comply, with suchpriticiples and 
. guidelines (and.¥1:Y amendments thereto wtri,ch are mutually agreed by the Parties thereafter); 

~: .. · 

. . .. (f) .. takf! any actio~ V.:iili respeci to i~creas~.s i[l empl~yee c~mpensatlon, or make ~y paym~nts under'. any'· ·. 
GW' Plan or any. Bell Atlantic Plan,:tS·the ca5e may· be, to any director or employee of. or independent, o.· . 
· c;onti;tc~9r or•~onsultan~ to, such Party ofatJ.y of its. Subsidiaries;.adopt .or othenvise rrt~erially antend(eicep~' . 
· for aln'firidmenci required pr made adviSable by t.egal Requi~ments) any GTE Plan or :Sell Atlantic Plan, a8 the : 
case may be, ·or enter int() or amend any employment or consulting agreemt;:nt, or grant or establish any ll.e\V . 
awards under any· sticn exis~nt GTE Plan or Bell Atlantic Plan or agreement; .. 

prQVided, howeve~, th~~ ibis. sul;,sectio~ 'shall not ptohibit G'ro. or Sell Atlantic or their respective . ·. · 
SUQSidhiiies from taking .any :;ctions wiui.tioever that m described in this Section 6.2(0 if (i) such action$ are· 
no~ Merger~relatecl. ~d .. llte itt amoupts npt materially greater· than past practice or as otherwise required by · 

. Legal RequirementS or applicable prov1slonsofthe plan,. policy or arrangement, and, except in the case of. 
incre_~~;i!l employee compensation itt the or:ditllllj course of .business· consistent With paSt practic~. the p~ . . ·. 

· taking such action: consultS v.oith the ciiher Party (where such consultation is rea.Sonable and praCtic~le) 
···· re":S()~S:bly jn advance ofany such acti<Ki, or (ii) such actions are taken to meet business needs, ~ cons~t 
·· ""ith competitive. market Pra-ctices of large. data transmission or. telecommurucations companies, and the· Other· 

Party gives irs·conse!lt to such actions (such consent not to be unreas(,:mably Withheld afterbeing consulted-by 
the,Pa:rty p~posing such action (where s:iicb consultation h; reasonable and practicable) reasonably in advan~e· ' 
of any such action); · · · · · · · · · 

. . . 
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· .. (g) change in any. m~ri~ res~t its accounting policies. methods or procedures except as reqUired oy.· . 
GAAP; . . . . . 

' . .· · .. (h) take. ariy "action which" it believes when taken coUld reru;onably be expected to adversely affect or delay~ 
·. ··in any. .material respict the ability of any of the Parties to obtain any approval of any Governmental Entity 

required t:O <:onsunllriai:e the ti'ansactiotis contemplated hereby; · · 

.. (i) othenhanpursuant to this Agreement, take any action to. cause the shares· of their respective Commort . 
. Stock to ceaie to be quoted on any of the_ stock exchanges on which such shaies are now quoted; . 

,_·.; 

(j) (i) (Jth~r:than as ~n~istent with past practiCe, issue SARS, new penonnance shares, restricted st9Ck, or 
similar equity based :rights·; · (ii) :rilateri;illy .modify (with materiality to be determine4 with respeCt to· .the .. Benefit·· .. · · . 

. . Plan in question) aziy· ~Ctl.larlal 'COSt method~ 'assumption or practice used in. determining benefit (ipligations, ·.·.· 
.. annual.eipense and. funding· for any Ben~fit Plan, except to the extent required by GAAP;' (iii} materiitlly . 
. · · . mOdify.(Wttb uiaterialiry to be de~tm.in¥ with respect to the aenefit Plan .trust in question). the inv~s~t 

philosophy of the ,B~riefit Plan trusts Or maintain an asset allocation which is not co11sistent wiih such · .. · · . • 
phil~sqphy; subjecno :any ERISA ftduciaiy obligation; (iv) subject to any ERISA fiduciary obligation, enter .· '. · 
into'anyout,sburcing:agieement, or any other tn;1terial contract relating to the Benefit Plans or managemeJlt .of 
the ,Benef).t Plan trusts; provided that Bell Atlantic and GTE may enter into any .such contracts thit l1lay:. be 

. terminated . w1thin tWo year.s; (v) ~ffer any riew or ex. tend any existil,lg retirement .incentive ... window" or ' 

.. siinilar'beneflt program; (vi) grant any ad tioc pensionincrease; (vii) establish any new or fund any eXisting 
••rabbr.· 'or.si~ilartrust (ex~ept in.accordance with the current terms of such trust); or enter into a.n.Y_other 

·. · .. · arrangement. for the purpose. of sechnng non~qualified benefits or deferred compensation;. (vili) ·. ad!)pt any. ·. . 
.. ·. : toq)Orate owried Iifdnsurance prograln; or (ix) adopt or implement.any «split dollar" life insurance pr6gram; 

·-. •,. < ' ' •,. ' ' •• ,_ ' .-; ' 

prqvlded, however; that this sub~ctidrt shall not ptohibit GTE or Bell Atlantic or their respecti~e . · ·. · 
.. · . _sub~i~iari~s from taking any acti(ins whatsoever: that are described in this Section 6.2(j) (with the· exception ~f 

· , 'clause.(j)(i)) ifsuch actions are in amqunts not materi;'l.lly greater than past practice.or as otherwise require,fby 
Legal Requirements or applicable provisions .of tlle plan, policy or arrangement. and the Party taldng su.sh . · 

. actiori.c.onsults with t:heothet' Party· (where such consultation is reasonable. and practicable) reasonably it) 
advance or any such action; or 

(k) t~1ce an)raction whiCh it believes whi:m taken would cause its representations and warranties containi!4:1 
herein to beqJITlec ihaccl.lrate iii any mate:rial res;pect. . . . . 

GTE and Bell Ati~ntie agre~ _that any wr\tten approval obtained under this Section 6.2 m·ay be.·relied uf)on · · 
by the other Party ifsigned by the Chief Executive Officer or any other t!,.,.ecutive officer of the Party providing ·· 
sucli w~u~n approvaL · · · · · · . · . · · · . · · 

. • c. SEcTION 6.3~No Solidrarion . . ·.(a) From and after the. date here~f; Beli.Atl~tic shall not, nor shill~ i~. . ·.· 
· tX:rrili t. any. of its Sut;sidi~es. iP,, nor shiil it mifuorize· or permit any of i~s officers; directors· or er.npioyee5 ~ · ... 
aJ!y invest"ment hariket, finanCial advisor, attorney, accountants or other representa,tives retained by it or apy of 
its Subsidjatjes to, directly or jndiredly throi,lgh another person, (i)solicit, initiate or encourage (indudii:!jt by 

. w.ay off~mishingjnforynatiri~):; :or knowing'ly take any other a~tion designed to facilitate,, any Alternative . .·. . 
Trartsactic:in .(as. h~reinafrer:de:firied) or (ii) participate in any discussions regarding any Aliem,ative Transa£tlo~; 
provid!!d, however. that if. a~ any time prior to approval of the Stock Issuance ·and the Certificate Ameridmd"it . · 
b)nhe hoideri oLBeil Atlantic Cmnmon Stock, the Boru:d of Directors of Bell Atlantic-dete.rlnines In good . 
. faith, after receipt, Of UQyice .from • OU~ide. C.ounse}. that the failure tO provide ~1.1ch. infOrffiati()O Of. participate in .. ·· . 
such negqtiations ?r disc-ussi()llS would result in a reasonable possibility that the Board ofbireetoi'S of Bell · .•. 

· · ·· Atlantic would breac~ their fiduciary duties to stockholders under applicable law. Bell Ailantk: mayiiil .. · ·. . · .. 
response to any such prqposal thathas been de.teimined by it to be a Bell Atlantic Superior Proposal (asdefiried 
in .Section 7 .2(~)). that. was not solicited by it and that did not otherwise r~sult from a breach of this Septioll .. 

· 6:1(a), and subject to Bell Atlantic giving GTE at least two business days written notice ofits intention to do 
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·· ... s~, (x)· fumish•infonriation Witp. respect to Bell Atlantic and its Subsidiaries. to any petson pursuant tO a ··.. · 
'customary confidentiality agreement containing terins no less restrictive than the terms of the NondisCJq~me . 
Agreement dated Jul)/ 19,-1998 entered.irtto between Bell Atlantic. and GTE{the "Nondiselosure Agreement"); .. · 

. provid¢.that a copy of all such information is delivered simultaneously to GTE, and (y) particjpate iri 

. ·negotiations regarding such proposai. Bell Atlantic shaJI promptly notify GTE orally and in writing of any 
.. request for informationoi of any.proi>osalin c(mnection Wlth an Alterriativ,e:Transaction. the matenal terms .. · .. 

··· · · · ·.·.· .. : ~d conditions of such request. or proposal (lnciuding a copy thereof; if in ;;mting, and all other documEmratiort 
.· · art~hmy related correspondence) a:nd the identitr of the person making such request or proposaL Bell Atlantic 

·• . ·will k,eep GTE reasonably informed of the status and details {including. amendments or proposed amendineots) 
. ()f suc;h request .·or propo~al 'on a current basis. Bell Atlantic shall immediately cease and terminate imy ·existing . 

. •. ~oli~itati<m; iiiitiatio~. encourigemeni, activity, discussion or negotiation with.any persons conducted heretofo~ 
by.'BellAtlantic.6( its representatives with,re~pecuo theforegoing. Bell Atlantic(i) agrees not to rel~any . · ~ 
'inird,PilrtY<as ctefi11ect betowJ ftom; or waiv:~;: any pr&vision of, 6r fail to enforce; ally stands~m ag~;eement P.t: . · 

· simiJar agreenients to w~ch itJs a party related to, or which could. affect, an Alternative Transaction and agrees · 
.·• :d1at GTE shan be eni~tledtoinforce Beil Atlantic's rights and remedies under and in connecti.ori With such·.· ... 
. . agreements .and (~i)'ac~<;iw!edges ~at the provisions of clause (i) are.·an important and iit~egnil part of this 
• Agniement,' Nothing .coinained in this SectiOn 6.3(a) or Section 7.2 shall prohibit Bell Atlantic (i) fi:om )akiDg ·.· 

· · .... · arid disclosing to hs stoc1chpldersayositiori contemplated by Rule )4e~9 or Rule 14e-2(a) pn;>mulgai:ed Wlder< . 
. the Exchange Actor (ii)Jr~nt making any disclosure to its stockholders tf, ·in the gbOd faith judgment ofthe ·• · 

Bqoid. of Director!! of .&ell Atlantic~ afte~ ~ceipt of advice from. outside counsel,· failure to disclose ytou~d resu.ft . 
in a r~asoriabl~ .possibWty tb'atthe Board 6!'Directors of. Bell Atlantic would breach its fiduciary duties to Beli ' 

·· Atlantic's stockholders urtder, appiicablehiw. · · · · · · · 

· .. ·· .. (b,}from and after the.d;m! hereof, GTE shall.not, nor shall it permit any of its· S11bsidiru;ies to, nor shatiir.· . · .. 
imthorf2;e or permit any o6ts officers; directors or employees or any investment banker, financial advi~or.. . . .. 

·.attorney, accountants br •. orher. representatives· retained by it or any of its Subsidiaries. tp, · dire<;tly Qr i~diJ:l!i:~y .. , ·.· . 
· tfli'O:ugjl ~!1other pl';rson, {i) soli<;it, initiate or encourage (inchiding by way i:>f fUl11ishirig· iitform<ition}, ot; · ·. 
· kno.Y/\ngly take any\ o~her .ac.t]on desigried to facilitate~ any Altemative Transaction (as heiein~er defined) .~r 
· (li)p~cipate h1 any disc\.issions reg!lfdlng an}: Alternative Transaction; provided, however, that if, at ahy ti~ ... 

prior to iwproval of this ;\gt¢~l!leilt by th~ holderli of GTE Common Stock. the Board of :Pirectors of Ci"fE . 
determ,iii~s· hi good,faitli~ after rec'eipt qfadvice from outside counsel, that the failure to,provide such . · ... ·· . 
. infomuttion 0.(:part.icipateiri sui::h,f:tegptiations or di~cussions .wo1.11d i:esult iii a reasonable possibilityihat.the . 

. . B¢.atd of Directors. of OTE would breach their. fiduCiary. duties to stockholders Ul}der applicable law, GTE may, .. 
. . in response to. a,proposal that .has been detertriined by it to ~ a GTE Superior Proposal (as defined in section. ; . 

'l::i(cj.)); tllat.waS'riot:stil~cit~d by it an~that.did not otherwise testilt from a breach of thiS Bectibn 6.3(b}; aoo ·· · 
s(jbject to CJI$ giving ·Bell AtlaQtic atiellSt tWo business days written notice of its inrention to do so, {x:)·. 
furnish irtronnatiOJ;l,wiih. res~cl .to GTE and itS ~ubsldiarles to any . person P!IfSU~t to a customary . . . . ' . 
cotlfidentiaiity a~ent coritalning terins .no less resnictive than the tem1s of the NondiscloSU11l Agreemen~ ..•.. . 

· provided that a c~py. of all. such information is' delivered simultaneously· to· Bell Atlantic: and cy) piuiiciPate hi . . , 
. negotiations regjfrdi~g su~ij propos31. GTE ~hall. promptly notifY ~ell Atlantic orally and in writing ()f any ··•·· .. 

. · tequest for informati9n t)r "of any prop<)sai.in connection with ari ~temative Transaction; the ma~rial terms . , 
, and ci:mditions of such request· ot proposal (including a copy. thereof. if in ~ting. and all other dpcu.mentati~li: 
.. and any related. correspondence) ilhd. the identity ofthe pers'on tnaki.itg such request or proposal~ GTE will keep 
BeJI:Atlanticreasonably informect f'fthe status and deta,ils (including amend.tnents or proposed amen~ments) o( • 

. suchiequest'or proposai oil a c~ntbasis. GTE shall immediately cease and terminate any .eXisting .. · .•. ·. . • ....... 
solic,itation~ initiation, encouragement, activity; discussion or negotiation with any persons conducted heretofore · 

. by GTE\}[ its repreSentatives \Vith respect .to the foregoing. GTE (i) agrees not to release: any Tiiin.i 'Party froni. · . 

. or waive· any provision of, ott'ailto enforce~ any standstill agreement or similar agreements to which it is a 
party relate~ to~ orwhl~h couid aff~ct, an Alternative Transaction and agrees that BdlAtlarttic sl:lall be entitled 
t(;l enforce GTE" s rights arid .remedies under and in connection with such agreements and (ii) acknowledges thitt 

. · the:pr<)visions of. clause (i) are an inipl}itmt and integtal part of this AgreemeQ.t. Nothing,oonta:ined in this · ··· 
Section 6.~(b) or in Section 7.2 shall prohibit GTE (iJ from taking and disclosing to its sttX:kholders a position 
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.· contemplated bfRule 14e~9 or RUle.14e-2(a) promulga~ under the Exchange Act or (ii) irom makin,g an.t _ .. · 
. disclosure to its stockhoidets if, in the good faith judgment of the Board of DitectorS of Gta after reeeipt of: 

·· . advice from outside counsel, failure ~o.disclose would result in a .reasonable possibility that the Board of 
Director_s of GTE would breach irs. fiduciary duties to GTE's stockholders under applicable law. 

(c) :For pm:poses of this A~ffi.en~ '~Alternative Transaction•; means-, wheth~ fu the .f9tm of.a proposai .· 
or intended proposal, a signed a~eementor completed action, as the case may be, any of(i) ·a ~action or . 

·. s~ries Of transactions puisuant to which any person (or group ofpersons) other than Bell Atlantic and its . 
· Slibsi~iaries and other ;than GTE and its Subsidiaries (a "Third Party") acquires or would acquire; ~ctly -or .. _ . 

indirectly. beneficial owr,ersbip (as defined in ·Rule I 3d~;; under the Exchange Act) of more. than 20% of the 
outitandi:ng share~ qf Bell Atlan~ic or GTE, ~s ttie case m;:J;y be, whether from Bell Atlantic or GTE.or pursuant.·· · 

. t() a tender offer or exchange offer .or otherwise~ (ii) any acquisition or pr~posed acquisition of, or business . 
· • combination wjth, .Bell Atlantic qr. any ofits-Significant .Subsidiaries or GTE or any of its Significant ·; . .. · · · ·. __ _ 

Subsidiaries~ .as the case may -be~ by • a mei:g~r or other buihless combination (including any so-:.called '·merger~ . 
-of-equalS;~~- arid ;Whether or not Bell Atlantic or any ofits Significant Subsidiaries or. GTE or' any of its · _ · 
S ignific:iitt Subsidiaries. as the case may be, is the entiry. sllt'Vi ving any such merger or business combination)· . . 

·. or (iii) any other tiarisaction pursuant ri> which any Third Party acquires or wouldacquire, directly ormdirectfy, . 
con4"ol :of assets (including for this purpose the outstanding equity securities of Subsidiaries of Bell .Atlantic or -·. 
GTE, as· the_ c~e may be, ·and any entity surviving any merger or business combination including ~y of them)--·-· 
of Bell Atlantic or ;illy of its Subsidiiuies or GTE or any of its Subsidiaries, a$ the ca5e may. be, for . _. · -. . ... : . : _.-··. 
cons~d:~~ation eq1,1ru to 20% or.more· of the fa1r market value of all of the outstanding shares of Bell Atl:intic . , 

- Common Stock (lr aU of the outstanding shares of QTE Common Stock, as the case may be. on i:he diti:e'of tlli~ 
... Agreement. - · 

. . 

_ SEcnoN 6.~Subseqrierzr.Ffnancfal Statements. Prior to the Effective Time. each of GTE and Beil · 
Atlantic (a) will c-orisult with the other piior to making publicly available its financial results for any period ~d 
_ (b) willconsult'. Wilh the other prior to the fiiing of, and will timely file with the SEC. each Animal Report on 
Foiin, ~O-K, Quarterly Rerort onFonii 10-Q and Cuirertt-Report o·nForm 8~K required to be filecl by.such .· 
P¥t-y m1der. the Exchange· Act and the rules and: re~lations promulgated thereul)der and will promptly d¢1iver · · 
to the. other copies. of each such report filed with the_ .SEC. As· of their respective date-s, none of such repo~ . . 

. · sha_H ·contain any· untrue statement of a material fact or oniit to state a material. fact required t~ · b(:· stilted· therein . · 
or nec~ssary (0 make the statements- therein, hr light ofthe circumstances under which they were made;. not _· . 
misleading. The respective audited financia1 Stil~ementS and unaudited interim financial st<itements of each of 
yTE and Bell Adantic, as the case may. be, inCluded in such reports will fairly present the consolidated _ _ 

_·.financial position of suql) Party arid its· Subsidiaries as at the dates thereof and the results of their operati(lm; 
and cash flows for-tlieperioosthen ended inaccordance with GAAP applied on a consist~nt basis ancL sub)ee:t •. 
~n the case of unaudited _ii1terim. financial statements, to normaryear·end adjustmentS., 

SECTION 65~C~mroi 9/ Opercttions; Nothing contained i~ this Agreement shall give Bell Atlantic, 
directly .or Indirectly, the right to c9ntrol Qr direct· GTE's operations prior to the Effective Time; .Nothing · . _ 

- eontail)ed in this ··Agreement shall giye GTE; directly or indirectly; the right to. control or direct Bell Atlantic's · 
operatiofis prior to the Effeei:iVe Time. Prior to the Effective Time, each of Beli Atlantic and GTE shall- .: •. -·. _. · 

- exercise: ci>n~i~tellt. With the terms and COllditions of this Agreement, complete control and supervision OVer its . 
ti!SpeiCtive operations. . . . 

· ·ARTICLE VII-ADDITIONAL AGREEMENTS 

SEcriciN 1:1~Joinr.P;oxy Statemimt l(lnd the Registration State~nt. (a) As promptly as prai::ticable . 
-· after the execution !U1d delivery of this Agreement,· the Parties shall. prepare and file with the SEC.· and_ sl1all- ·· 

use aU teasonable efforts to have cleared by the SEC, and promptly thereafter shall mail to the hotctet:S of . 
. ·_record of shares ofBell Atlantic. Common Stock and GTE Common Stock, the Joint Proxy Statement.· . _ 
· ·, provided, however; that GTE and· BeU Atl¥Jti~ shall not mail or otherwise furnish th~ Joint Proxy Statement to . 

their respective stockholders unless· and until:. . . 

=:.:_.· .. 
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··_ (i) _ they. h~ve recyived n_otice ftom. the SEC that the Registration Statement is effective under the 
19~3 Act; . · · · · · 

(ii) . mi shall have ~~e:i ve~ a letter· of PricewaterliouseCoopers L.L.P .• dated a date within two • 
bu!;tness da.ys prior-to the dateot'the firs~ mailing of the Joint Proxy Statement. and addressed-to GTE, In. 
form and substance Jeasonably satisfactory to GTE and customary in scope :¢d substance for ''cold · · · 
comfort'.' letters deHv¢red by .independent public accountan~ in connection with registrationstateme~ts Oil 
.Fonri S~4' with respecno the .financial s.tatements of Bell Atlantic included in the Joint Proxy Statement 

· ·· ahd the Registration Statement; and . · 

, .... ·~ ' . 

. (iii) _Bell Atlantic shall hav~ received ·11 letter of Arthur Andersen LLP, dated a date within two 
· · pusiness · #ys ,pri~r to ·the date of th~ fi"rst mailing of the Joint· Proxy Statement, and. ad~ssed to Bell 
Atlantic; in forni and substance reasonably satisfJ!C~ory to Bell AtlantiC and custorilary in scope and . 
~ubstance for ''cold comfort'' ·lettei:s delivered by independent public accountants in connection 1!Vith .-. , 
registration ·st.atemtmts on Form S-4 with res~ct to the finari.Ciai statements of GTE includ(:d in the Johlt , · 
Proxy Statemeil(and the R~gistcition StaleiJlent · · · · · 

. (b)· The Parties. will cooperate in the preparation of the Jl:>int Proxy Stateillent and the RegistratiQn 
·· . Statement and -iri lla i,i ii}g the Registration Statement declared effective as s,odn as practbible. · 

. . . 

SEcnoN 1.2~-BeUAtlaiuic and drE Stockholders' Meetings. 

. . ·(a) A'$ promptly as practicable after the Registration Statement.isdeclared effective·. under-the Securities· .. · 
. Act, Bell Atlantic shall duly give notice of, convene and hold a meeting o[its stockholders (the ~·Bell Atlan,tic 
StockholderS.' Meeting~~ 1 in accordance w·ith the oGcL for the purpose· of obtaining the Bell. Atlantic .. 
Stbc~older App~oval·and shall, ,!)ubj~ct .to the provisions of Section 7 .2(b) he~of, through its Boax:d of : . 
Directors, ret;;omrilend to its stockholders the approval of the Stock Issuance and adoption of the Certificate · · · 

. Amendment. · · · · 

... ~b) Neitlje·r the Board ~f Directors. of Bell Atlantic nor ~ comm1tke thereof shall (ir et.cept ru;: e~p~ssly • 
permitted by this Section 7;'2(b), withdraw, qu~ify or modUy, or propose publicly to withdraw, qqillify or · 
modify. in a manper adverse toGTE-, the approval or recominendation of !i.uch Board of-Dfre(;tors or ,such 

. committee ofthe Certificate Amendqierit or th_e Stock Issuance, (ii) apptove or reeommend, or propose public;:1~'- : ·. 
to approve' or recomtneno~ any Alternative Transaction. or (iii) cause Bell-Atlantic to enter. into any _letter of. . 
intent~ agreement in prinCiple, acqu1siti<;~n agreement or other similar agreement (each, a ·~_Be,ll Atlantic · 
Acquisition. Agreement''). related to any Alteminive Transaction. Notwithstanding the foregoing, :bt the-event . 
that pnor to ~e adoptitJ:n-of the StQCk issi.Iance and ~ Certificate Amendment by the holders of Bell :Atlantic. 
Coriunoh ·stock the 13o3.(d_ of Directors of Bell Atlantic determines in good faith, after it has received a Be}l · 
Atlru:nic Superior Pioposru (as defined below) and. after receipt of advice from outside counsel, that the failure· 
to do so would result" in <'!.reasonable possibiiity that .t:bt:i Board ofDirector$ of Bell Atlantic would breacb. its; . · . 
fiduciary .duties to Ben :A;tlantic stockholders under applicable l~w,- the Board of Directors of Bell Atlantic iiiay 
(subject to ~is ~d thefoliowing sentences)- inform Bell Atlantic stockholdersthat_it no longer believes. tl:lat 
such .. a<loption is adyisahle and no longehecommends approval (a .~+Bell Atlantic Subseqt,ient Determination~··), 
but only at a time· that is after: the fifth business day following orn•s rec~ipt of written ·notice advising Q'I'E .. , .· . 

. tharth~ Board ?fDir~cw.rS of Ben Atlantic has received :a Bell Atlantic Superior Proposal specifying t:he · -·- . -· · 
· ·_materi;U temis 'an~_con~ltions of such_Bell Atlantic Superior Proposal·(and including a copyth~of with_~.·_ 

accolllPanYiilg documentatieiri, ·if _iri writing), idenf.i:fying, the person making· such Bell Atlantic Superior. · . · _ 
Proposal and Stl,lting that it intends to n:iak.e a Bell A~antic Subsequent Detennination. After providing such 
notice. Bell Atlantic shatl. provJde il. reasonable opportunitY to GTE to make such. adjustments _in the· teimS arid ... · 
conditions ofthls'Agrej!Itu!nt as woidd tnable Bell Atlantic·to ptoceed_with.its recommendation .to its--··· . · 
stockholders. without a Bell Atlan,uc S!lbsequeilt" J)etermination; provided, however, that any such adJustment ...... · 
shaJI ~ atthe;discretion of the P_iitties at the time. For purposes of this Agreement, a "Bell Atlantic Sq_txmor 
Propos'al'' means any· proposal (on its most recently amended or modified tefinS, if ~ended or modified) 'l:rnl<k · · 

· bya Third Party to enter into an Alternative Transaction which the Board of Directors of Bell Atlantic . 

.. · .. ' 
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detenpines in its g~d faith jud~ent (based on, among other thiDgs, the adviee of a financial 3.dvi$Qr~f . . . 
. . .. · nationally z:ecognized tepuration) to be: more favorable toBeU Atlantic's stockhOlders than the f\.{eiger taking . 

int~ account all rei evant fuct()rs (m~luding whether, in the good faith judgment of the Board of Directors of 
Bell Atlantic, ~er obtaining the advice of a fin;mcia,l advisor of nationally recognized te_putation, the Thitd 
Part}' iSreason3:bly able to tin~ce the transaction, and ®yproposed changes -to thls Agreement that ~y t>e 
proposed by GTE iii reSponse to silcb Alternative Transaction). Notwithstanding any.' other provision of this · 

. Agreement, Bell Atl~tic•shall submit the. Stock Issuance arid the Certitlcate Amendment to its. stockholder& 
whethe~ or not the Board of !>Vectors of Bell Atlantic makes a Bell Atlantic Subsequent Detennination . 

. (c) As proniptly a$,practicable aftei: the Registration Statement is declared effective und~r ibe Securities 
. Ac:i. GTE shall duly give n~tice of; c0irvene and hold a meeting of its stockhoiders (the ··aTE: Stockholc;Jerf · 
·Meeting'')~ accordance with the. NYBCLfor the purpose of obtaining the GTE Stockholder Approval and .. · 
shall, subjeet to. lll:i .pro'1i$ions~ ofSection . 7.2( d) hereof, through .its Board of Directors,· reconu:iiend to its 
st()!;kholders the approval and adoption ofthis Agreement and the Merger; · 

·. (d) Neitherthe _Boa;rd ot'Directdrsof GTE nor· any committee ther~f shall (i).except as expressly . 
pennitted by: !his Section 7.2(d), withdraw, qualify or modify, or propose publicly to withdraw, qwilify or 
modifY:, ~n a inanner a4verse to B~U Atlantic, ihe approval or recommendation of such Board of Directors .or 

·.·such committee .of' the Merger or this. Agreement, (ii) approve or recominend, or prt'lpose publicly to approve· or .· 
recorrunend, any Alternative Transaction, ~r (iii) ~ause GTE to enter intO any .letter of intent, agreement in . . . . . 
principle; acqui~ition agreement or other ~imilar a~ment (each, a ''GTE Acquisition Agreement") related tO. 

... anyAltetnl).tive T~sactiop.. Notwithsumdiilg the foregoing. iri the event tl:lat prior:to the ad9ption of this. 
Agreement by dte holder5 of GTE Cotrurion .Stock the Board of D.irec~ors of GTE determi.nes in .good faith.;. 
after it hai;. received a GTE S11perior Proposal (~defined be1ow) and after reedpt of adVice from outSide · · 
counsel; that the faiiun!. t& do so would risult in a reasonable possibility that the Board of DirectorS of G'fE · 

· would br~ach its fiduciary duties to GTE stockholders Wider applicable law, the Board, of Directors of Gi:E · . 
inay (~ubje~t to this and the fol~owing sentences) inform GTE stockholders that it no longer beli~ves, tha.t:ilte •· ·· 

· Merger is. advisable iul.d.n!)·loilger recommeflds approval (a ~·GTE Subsequent Determination'~). but only at.a 
tim~ tha~·is aftet the fifth bttsiness·da)i Mlo\ving Bell Atlantic's receipt of wrlnen notice advising B~U Atlantic •. 
that the Board of Directors of GTE has reeeived a GTE Superior Proposal specifying !he material t~hns and , . 
conditions ofs1,1ch GTE Superior Prol>()sal (an~ including a copy thereof with all accompanying documeqta,ti()n• · 
if in Wfiting), .identifying the persori making .such GTE SuJ:ierior Proposal and stating that it intends to .make a ,. . 
GTE Subsequent Deten:nination .. · After providing such notice, GTE.shall provide·a reasonable opportlinity.to. ·. 
Bell Atlantic to make. such adjustments in. the tenns and conditions of this Agreement as would enabie GTE tO ·· 
proceed with its recommendation to its stockholders without a GTE Subsequent Detennination; provided~ .· 

. however. that any such adjustment sh~il be at the distretion of the· Parties at the time. For purp<ises of this. . . . 
· Agreement, a "GTE Supetior PrQpo~ai·; means any proposal (on its most recently ~ended o(modified terms, 

if amerided or modified~· made by a· Third Party to enter into an. Alternative Trans11c~ion which· the Boaid of.· .. 
.-.<, 

. · Dii:ectol'S ·of GTE determines in· its good. faith judgment (based on, among . other thing$, the advice ·Of a 6n~al . 
· advisor ofnationally recognized reputation) to be more favorable to GTE' s stockholders than the Mergt?r taking , · ... 
' into accou.n:t all relevaritfactors (including Whether. in the good faith judgment of the Board of Directors of '· ., .. 

GTE, after obtaining the. advice o( a financial. advisor. of nationally recognized reputation, the Third Party.\$ · 
· reasonably able to finance the .transaction, a)ld any proposed changes tO this Agreement'that inay · ~ proPosed 

by Beli Atlantic in reswnse to. s.uch_ Alternative Transaction) . .Notwithstanding any other pro'visioit Of t,bi~ · 
. Agreement, GTE shall submit .this· Agreement to its stockholders whether or not the Board of Directors. of QtE 
. · mak~s a GTE Subsequent betennimition. . . . . . 

. . . . . ' . . . 

SEcrtON: 1.3-:-Consummation of Merger; AdditioMl Agreements . 

. · · .(a).tJpon the terms and·subject to the conditions hereof and as soon as practicable after the conditions:s~t · ... ·. ·. 
forth in Art:icle VIII heteof have been ·fulfilled or waived. each of the Parties required to do so shall execute in .· ·.· . 
the maimer required by lhe NYBCL and deliver to and file with the Secretary of State of the State of New ·. · 
York such instrUments and agree~ents ·~ may be required by the NYBCL and the :Pa.rties shall take all such 

.. -. 
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other, kn~ further.ac~ons as ma~ p~ ~equired by law to m'ake the Merger effective. ancl Bell Atlantic· shall truce · 
· .. all' such other and furth(!r actio~s'as may be required by law to make the Certific~te Amt;ndtrieof anc,!. ~e ·._•· · .·.·.· .. · -., . 

Bylaws Arne:ndmeni effective. Prior to the filings referred. to ill this Section 7 .3(a), a dosing(the ''Closin~'!) ::. 
will be held at the offj.ces::of Bell Atl~tic .(or such other place as the Parties may agree) for. the purpose of> . . . 

· . conijmling au the· roregoini>!ne: cit;iing will uike place upon the rutfitiment or waiver of atror !he·conditioiis 
to. closing set forth .. in Article VI:U of this.Agreerttent. ot as soon thereafter as practicable· (the da~e of the. . 
Closirig~ing herein ref~rt~d til as the ''Closing Date"). . . . . . 

. ·. {b) Each of the.Pafiieswill complY in~~ tn~terial respects with all a(>plicable l~ws and wi.th ailar.pUcable i .< 
.. · ri!l~s. and .(eguladons·of any Govetr)mental Entity 'in connection with its execution. delivery and perfo~<;e of 
· thi.s A,grel'?ment and the tbjJ1s~ctioris contemplated hereby. Each of the P~ies agrees· to use all commercii.dly 

re.asoi1able effortS to cjbtain in a timely maimer all necessary waivers, consents and approvrils and to effectal,l < . 
. n:~~ssar)r registn1ti9ns arid filings; and, to use all commen::ially reasonable efforts to take, .or cause. ~0. be· taken. i. 
, aii other. actitiris .arid to -do, or cause to .. be done, . all . other ibings necessary, proper Or adviSable to C0rls*l11Iriate . 

. . ·and make t:ffectiye as promptly as p~~ticable the.·triillsa:ctions contemplated by this Agreement and tile Option ~ · 
. · Agreements and to effe.ct all n~iiessa.rY ,filings urid~r the 1933 Act, the Exchange Act and the H$R A!;:t~ Withol)t · 
. limiting tne. genetaiity of the foregoing~ each ofGTE and Bell Atlantic shrul promptly prepare arid. file a . . .·· . . . 

Pre·mergerNotification inac.c;otdance·witli the HSR Act; shall promptly comply w1th any reques~·foradditionat 
. iriform<ldo'p.; 'and shall use: its comm~re~ally' reasonable efforts to obtain tenrunation of the w!liting period . . . . .. 
. there.ilnder as promptly a.S pracdcabl~, · 

. . · (c) Each of Bell Atlantic ~d GTE sliali,Jn connection with the effons.reference.d in Section.7.3(a)and ... 
. ·. (b), . (i) (;OOperate fn all; respects with 'eii~h other in connectiO!l 'Nith any filing or. submission ·and in connec9on .. · 
. with ariy· inves~gation ,or:other'inquiry r indudi»g any proceeding initiated by a private party; {ii) promptly 
'. inform the other: party of any material' communication received by such party frorp., or given by ~uch p~ to ' .. · 

any.Govemmental Entiry an4 of any ril~terial cmnmunication received. or given in connection: with any .. 
proc¢eding by 'a priyate party. in each case regarding an); of the transactions contemplated here[,y and' {iii). ·. 

· ... ·consuit with, eath. other in adv;mce :of any meeting or confert::nce with any such Governmental Eritity or; i{i·•. · •· 
. tonriection wi(h lillY proceeding by a private party, With any other person, and to the extent permitted by the ... ·.. . · 

·-· . 

. _.: ___ : 

•·, r, ·•.- ·' 

. . ~ ' 

,>. ··. 

.... •.: .. 

-~. ·>. : .. -.. ~-

~ppl~cabl~ Govertuhental Entity or (>(h~r person; give the other ·Pru:t}t the opportUriity to attend an~ parti9ipate' in ' , ..... . 
, .. · : 'such,rn~etings and col)fi!it::nces.' · · · · · · · · · · 

··.,: 

·.. ·(d) lit f\Utheiance firi.,J..not in lin:lltaiipn ofthe.covenants ofthe parties contained in Sections 7.3(a), (b) ;md · 
.. (c), if any·adm1ni~trati've br judidaJ·. action· or proceeding, including any proceeding by a private· party. is .. ·.·· · · . 
i11sti~ted (or tfueatetJ,ed to be instituted). challenging ·any ·transaction contemplated by this Agree;ment .:or the 
Option Ag'reeniertti. as violative of any aprmcabie law, or if any statUte, nlle, regulation •. executive ·order, .. 
decree,' injunction·or adrriinistrative order is· enacte<f. entered or proritu@tted or ~nforced by -a Goyeffi¢ental . 
~ntity .VIhid~ WO.I,lld !II3ke ·the Merger Ot the . other transactions. ctmtemplated hereby or by tile OptiO'!l·.·· . . . . 
A~enie-~ts illega.(or other:Wise prohibit or materially impair or delay consu!nmation·: of the fra.nsactions · .. · 
··~on~~tnpla~ed· her~~y· of· .. thereby.~ ·e~~~ Of-_·BettAtl3ntic._ ~,_.GTE shal~':COope~te in all." respects wi~·,: ~h.~~. : . .., .. 
and': use ali conu:rtercialiY~aS()Uable effortS to C()ntest ·~.resist any such action or proceeding~ tQ hav~ '. 

. vacated;. lifted. reve$eq or ovenurri~ any &ciee, judgmen~ injunctiO:n. or other order,. whether tempa®:; .·. 

. · preliminary or f)eririarierit. 'mat is ill effect and :that prohibits, prevents pr re~tricts consummation of the ' : 
transactions conternpl~ttd by Ws Agreement ~d to. have such statute, rule, regulation, exe¢utive oroer, <lc::cree·, 
injunction or adnlinistr:ative order repeated, reseinded or made inapplicable. Notwithstandin-g the foregoing .or · · 

· · · any other provision of thi~ Ag{e:~m~nt, nothing in this Section 7.3. shall.limit a· ~<!ft:Y' s ri_ght to teni:Unate this · · 
. Agreement pursmmtto Seetion 9.1 so long a5 such P:uty has up to then complied iri aU respect,<;. with its 
obligations under. this Sectipn 7.3. : . . . . . . 

. , (e) If.any objections are assen~with respect to the transactions contemplated hereby und~r any . . . 
@plicableJaw orif any s.tiit i$ institincil by any Governmental Entity or any private p3)1y chitllenging any of. 
the transai;tions contempJated hereby as violative ofany applicable. law, each of Bell Atlantic and. GTE sball. 
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· •. use its COIIllllercially reason;lbl~ effc;»rts to iesol~~ any such objections or challenge aS. such Gove~enUll · ., · · · · 
EntitY or p~vate party~ may· lJiive tO such t:ransactions Under such taw sa as to permit consummation o( the 
transactions contemplated by this Agreement. 

. . . . 

S~cnoN 7.4"-No.tijfcation ofCertain Matters. Each of GTE .and Bell Atlantic shall give prompt notic~ . 
·.tO the oi:herofthe foU&Wing:· · · · . ·. · 

(a). the Occurrence:or llonciccurtence of any event whose occurrence or non6ccurr~nce would. be Uk~ly to 
. . ca~se either(i) any representation or warranty conciined in. tins Agreement to be untrue or inaccurate in any . 
· material. res~t a:t any time from the date hereof io the Effective Tune. or (ii) directly or indirectly. any · · · 
. Material.Adv~~e Effect on such Party; 

· (b) any material failure ofsucb Pany. or any officer. director, einp1oyee or A.gein of any thereo(to . 
cpinply with or satisfY any covenant, condition oragi:eenient to be c6rnPlied with or satisfied by it hereunde(. 
~· .·· ... · . . . 

. (c) any 'factS relating t6 such. J'anY which ~ould make it necesSaty or adViSable to. amend the Joint Proxy 
... Stat~ment or the Registration Statement in ord~r to rriake the Staternents.therein not mislel\dmg orto comply 

wifu. applicable law; provide~· however; that. the detivery of any notjce pursuant to this Sectit.>n 7.4 shali not •·. 
. l~t o(otherwiie caft:ect th~ remedieS available hereunlkr to the Paity' receiving such notite ... 

SEq! ON 7S-Access to lnfo~tio~ (a) Fioin the date he~of to the Effective Time, each of GTE ~d.··. 
BeliA.tlantic; shall, and shall cause its respective Subsidiaries, and its and their officers, &recto~, ~mployees; . 
auditors, • counsel arid agents. to afford the officers, empioyees~ auditors, counsel. and agents of the othe.; Part)' c • 

complete access .anll re~cinable times to such Party's and its S.ubsidfaries' officers, employees, aud~tors: , .· 
COUnsel agerits, propertie$;Offices and other facilities and to aU of their respective boOics and recordS, and shaJl···. ·.·. 

· furnish ~e. other with all fina(tciai~ operatitig and oUter data and information as such other. Party • may ·. · · 
reasonably request, inCluding in ;cot1Ilection with coilfirmatory due diligence. . 

. . 

... -, :· 
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· • .. ·. (b) Each of GTE. and ~ell Atlantic agrees that all information so re~eived from the othe.r Party shaii 1>e < 
deemedrecei~eq. purSuant to the Nondisclosure Agreement and such Party shall.. and shall cause itS Subsidianes ·. · .· .. : . · · .. ··•·•.·· .. ·. 
~d eafh of .its and .. their·respectivl.: . officers,. directors. employees, financial advisors and ,agents ( ···paftY .. · . . . 
Representatives''). to ctimply with the proyisioriS: ofthe•Nondlsclosur:C Agreement ~ith respect to such.· ... 

-._ '·. 

. information and the. provisions of ~he Nondisclosure Agreement are hereby incorporat~d herein by +efe¢nee . 
·. withihe same effect as iffully set forth herein, provided that such information may be used for any purp~se .... 
c.C1~templaterl hereby, · .. · . · · · · · · · . . . . ·• ·. 

. ,·. . . ., . . .. 

. .· SEen ON 7 .6-.,.-Pub/ic Anno~ceme~fS. GTE and B.eu Atlantic shall use ;ul reasonable efforts to dev~lop a• 
jo,irii communications plan ,and each Party shall use all reasonable efforts to ensure mat ail press relea5t!s and . 
other public. st:aterrients: ~ith respect' to the transacti(Jns c0memplated hereby shall be consistent with stich jpint 

.. communicati.ons.plan or •. to the extent inconsis~tit therewith, shan have received tlu,; prior written apPn,val()f 
the other. · 

SE~ON 7d-tr~r.SftrSiilt?f~es. Each of GTE an~ Bell Atlantic agrees to use its coirunercially . . , 
. reas'oitable ef[orts to comply promptly w.ith all requirements of the New Jersey and Cotm~cticut.PrOperty . 
Transfer Statute~. to the .eXtent applicable. to the transactions coQ~emplated hereby; and to take <til actions 
necessaiy to cause tl£ Jr,a:Dsactioris .q:mtemp1ated hereby to be effected in compliance with the Nevi Jer5ey and. 

.. Connecticut Property Transfer Statutes~ GTE and Bell Atlantic agree that they will consultwith.each other to ..• 
· detetriline what, if any, actions must be taken prior to or after the Effective Time to ensure compliance· with · 

·· .. such ~tattites. Each of GtE and ~ell Atlantic agrees to provide the· other ~ith any documentS ~ be s~bmine(i to . ·.· 
· thnelevant.st<ite agencies pti()r to submission and agrees not to take any action to comply with the New Jersey· 
.. and Connecticut Property Transfer Statu:tes 'without the·other's prior consent, which consent shall not be . 
. unreaionably withh~ld. E<lcli Party shajl bear its respective costs and expenses incWted in·connectiQn wiili 
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.· ..... · .... ·· • .. ·. . . .. ' ... · . . ·. .· .. · ... · ..... 

complianc€ with th~ New Jer5ey .. and Co~necticut Property Transfer Statutes. For puipo~s of this seetiort, the 
· · New Jersey and ConneciiC~t I>ro#rtY Transfer Statutes ~eans the New Jersey Industriai Site Recovery Act; · 

1993 N.J, Laws 139. and the Ccinn~cticut Transfer Act. Conn. Oen. Stat. Ann. § 22a- I34(b). · · · 

. . Sec'tl(>Ni;~Jndemnificadoiz, ~Directors' and djjicers' Insurance. For a period of six years after the .·. . . . 
Effective Tiin¢. B~ll Atiantic shaH cause GTE to, and Bell Atlantic shall. maintain in effect the. curre~tpolides· · .· .. 

. . .. of directq:rs, imd officers. liability illSUrance and fiQudary liability insurance main,tained by on::· and Bell . ·. .· 
.. ·. . Atlantic; respectively . ipro'lided that Bell Atlantic may substitute therefor policies of at least the s:aine coyerage : •.. ··•·. 

!.' 

aijd arn~unt~'con~ning te.rms and conditiC?ns which are, in the aggregate, no. Jess advantageous ~o the in5ured .. 
. iri:~ny J:ljaterial iesJ)ecthvith respect to all possible claims arising from facts or events which occurred on or: · · · · · 
· hefo(e the Effective }im~. BeUAtlarhic shaH cau5e GTE to maintain in effect (a) the current provis~oiis .. · · .···•.··.· ·•·.. . · · 
. tegWihg indemnificiition of.officers and directors· ~ontained in the charter and bylaws of GtE arid each of it$ . 
Subsidiaries until. tiu~ ~tatutes qf limitations for ali possible claims have. run; provided .that Beii Athmtic need; :, 
riot cau~ GTE to maintain· in effeet. indemnification provisions contained in the charter. ai!d bylaw~ of: its . · 
Sii~~id!anes if and to $e .. -exten~ that Bell Atlantic assumes such indemnitY obligatiCins; and (b) any ditect(Jli, .·. 

. -:-- ~(. 

6fficer5 or el'flployees indetnriificatibn agreements of GTE and it:S respective Subsidiaries~ Bell Atlantic shall . (· . 
, cau~ GTE. to,,anli BellAdimtic shan. indemnify ihe·directors and officers of GTE and Bell Atl:Utiic. .. .. , · 

·. respe~tlvely~ to the fullest extent to which G';rE and Bell·· Atlantic are permitted to indemnify such oft:icers and ... 
di'rectors.·utider thdrrespecti~e chart:ers and bylaws and applica9}e law .. As of the Effective time_. BeU·Atlan~d . '':• ·· · 

.·.·•·. . ··shall Uf1Cprid'ition~Jy and irrevocably .gilatailteefor the benefit of such directors, officers and employees the> · : 
'obligations ofGTE under the foregoing"indemnificatiort arrangements.· . 

. ·. SECflON ?.9~£1~p/o)'~e Ben;fit P~ans~ (~) E~cept as otherwise provided herein ~r set forth i~ .Sectio~. ' 

. 6.2 9f the . Di$clostire Schedules •. GTE and Bell. Atlan.tk: agree tha4 unless otherwiSe: mutua.UY · cl&tetntined, .· tb,e .· 
.GTEPians and the·BetfAtlantic Plans in effectat.the date hereof shall remain in effect· after the Effective Time · 
with resp~ct .to ciasse:s·of'employees. covered by such plaiis immediately prior. to the Effective Time; . .. . 

,· c •• • • • ' '• •• ' • ' • ', • • 

· · ... ·· F~orn timeto.Ume {rom the date ·h~reuf to.the Eff~tNe Time, the man~gementofBellAtlantic ilp.<LOTE ·•· ·' · .. 
·. shall co.nsult with ot;te. another for the purpose of reviewing such Benefit Pians for managernent(OOJ:'l~ . . .. i 

re;presented) employees ofBell Atl!Ulti(; and GTE and their respective subsidiaries e•Ma:nageill,ent · 
.. , Empl<:iyees''), and·de~miiriing wbich.of such Benefit Plan~ ropn:sent best competitive _pradkes, Whlch sltoul!l.. . . 
. ·.· .•.. be Jertllinated at the Effective .Time .(or foUowing a tratisition Period there~fter), and which of such Benefit. :· · ... ·, · · 

... ·. . .Plan~ should be redesigneci and/or ex~ngedtoother employees at(C?t after) the Effective Time> . ··. . : <. 
· .· • -No1Wii:hstandmg: the foregoing :or any other provision ofihis Agreement, (I) after the Effective 'time, Be.n· . 

.. · ·· ... · .. Atlantic shall cahse the compensation and benefits provided to similarly-situated Managem~nt Employees of 

:/··. 

., '• 

... •· 

..... 
. each business .unit .to be at least as vid~Ie. as the aggregate compensation and benefit package provided·.to . 

. .. suchemploy~es ofipat business unitiminediately prior to the Effective Time. exceptto the extent (j) such,· · .· .. · 
. 'benefits' an'd/or compensation plans are t:eplaced by :one or more benefits and/or compensation plmtS at least as. 
· valU:a.ble as those which are provided to similarly situated employees of comparable I>Usine.s~_units of tJie othet . 

Parcy or its subsidiatjes, or (ii) corresponding benefitS for similarly situated employees of the 'other. Party Ot: .its ., 
subsidiaries are elimtnined, (2) from the Effective Time· until ,the first aimiversary ·thereof~· Bell Atlantic sbail .· • 
ro~ and. shall. ensure that e11;ch· ofits Subsidi~es shall. not, discontinue •. or change eligibility pravisi<mS. or• 

; I~vets of benefits ~nder, se:verance ,plans, poiicies and a.IWJlgements m which such Managemen~ I;:mployees,. 
· . partiCipated imritedill.tely prior to the Effective Time. and further agrees that any of such plans, i>ollcies or .. · 
· ·arrang<:m~nts that expire during such one~yeat period shall be extended for the duration of such one~year . · . . . . ., 
· period,~:~nd 0) fot the lS.:month period immediately following the Effective Time, withrespect to .thoSe GTE · .. 
· · Manageijte~t Employees; who were· relocated as· Part of the con5olidation. Of GTE' s world headquarters to ; ·· .. 
J'exa5,Bell Atlantiphall not, .. and shall tnsfue.that each of its Subsidiaries shall not, discontinu~; or'dumge the.· 

. . reJixation benefits. progqi.Jri Which was applicable to such f\o{anagemerit Employees as of the Effectiv~ Time, In ·. 
addi~~ori, wiqt respect to ~ll .Management . Employees, at and after ·the Effective Time (i) each such employee· , ·· 

.·. shal(receive full ciedit'for their ~dited seririce with thefrrespective employer prior to the Effective'fifue.for 
•.. all purPo-ses, includillg eligibility. (including eligibilitY Jor early retirement. disability and .other benefitS),···· 

. a~32 
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. · · vesting, lev~l of benefits and benefit accrual (exceptto the exteJit such benefit accrual would be dupljcative); 
. (ii). auy provision~ which restrict benefits by reason of pre-.existing Conditions. waiting periods or evidence of 
. ·illstrrability shall be waived and (iii) suc:h. employees shall receive credit under such plan. for co--payments and 

· • ~e~uctible during the. applicable plan year. · · · 

(b) EXcept as otherWise .setforih itt Sections 2.8 aiid 2.9 hereof, in the case of the GTE Plam·,unckr wlli~h ·. · 
.. the employe¢s!: interests aie based upon GTE.Common Stock. or the respecpve market prices there~,>f (bUt.· .. 
·which iliterests do not ci:lnstitu~· stoc:k options), GTE and Bell Atl.antic agree that such interests shall, from and 
after the Effective Time, be· based on Bell. Atlantic Common Stock in aceordance with the Exchange fqttio. 

. . · (c) Witil ~¢spe:ct to all GTE Plans whlch h~ve entitlement or vesting terms that·~e based upon the market . . 
. price or value p~rshaie of G'fE Common Stock~ GTE and Bell Atlantic agree that from and after the Effective• 
Time~ such market price or value per' share shall be adjusted by multiplying it by the inverse of the Exchange .. 
Ratio; · · 

::. :-; 
· .. 

· · · (d) With ~e$peet ·to any GTE Plans maintafued or contributCd t<> outside the United States for ~ benefit , 
. i.> --~. -. 

·. · ofnon:.:United States citizens cit reside:nts, the prlnciples set forth iti'this Section .7 .9 and in SeCtion 6~2 of the • 
·. •·· J)isclosure Schedules shall apply to the extenf the application of such principles does not violate applicable · 

. '.·<· 

foreigil law. · · 

. (~) .WithoQt limJ~g- the··.ipplic:abjliiy· ... of st.(;tions 2.8 and 2.9 hereof, ~ach ·or the _Paities--shari·tK.e -~-- .. _ .. 
actions as are necessary to ensure that GTE will not at the Effective Time .,e bOund by any stock options, .. . . . . 
SA:RS. 'Yru:farits or oth~r rights or agreetlients which would entitle any person, other than Bell Atlantic; to own· · 

· any capital.stock of the Surviving Corporation or to reeeive any ·payment in respect thereOf, and all GTE Flam ... 
'coiiferring any rights With respect to GTE Common Stoek.or .other capital stock of GTE shall be deemed 

· .·hereby tope amendeq to IX: in c(mfornuty with this Section 7.9. · 

. . · · $ECT1oN 7 .l hSuccession. · ( <~.) At the Effective Time, pursuant to. the tei:ms ·of the Employment · . 
Agreements (as defined ,below) and subje~t t{) Section. 5; 11 oUhe Bylaws of BeU Atfimtic reflecting ~ Byl~.V~ · · • ···· 
Anien:dment (the "~endedByiaws'~) (i).Charles R. Lee shall hold the positions pf Chairman and C~.Chili:f·· < 

Executive Of6cer of Bell Atl~tic arid (ii) Ivan G. Seidenberg shall bold the posiU.ons of President and:C~· . 
. · Chief Executive Office{ of Bell Atlantic. Pw:suant to the terms of the. Employment Agreements and subje~ ·to . 
Section 5;11 of the Amended Bylaws (A) on June 30, 2002, Mi:-. Seidenberg shall become the sole Chief ··. 

· Exe~utive Officer ofBell Atlantic and (B) on June 30, 2004, Mf .. Le¢ shall cease to be Chairman of Bell- ·· · 
. · Atlantic and such position will be assumed by Mr. S~idenberg. If .either of sucb persons is unable or .unwilling .. 

to)1cildstich officf;!s as se(Jorth above~.his successor shall be .selected by the Board of Directors of Bell Atlantic' 
• in·accordaitce with the ArnendedByiaws. The authority, duties and responsibilities of tbe·positions set forth·· . 
al;love shall be ·s~t forth in the Employment Agreements~ which Employment Agreements· shall also set.fonJl. in ·. 
their entirety the rightS and remedies <>fMr. Seidenberg and Mr. Lee with respect to employment by BelL .. · ... 
AtlanHc.·Neither Jvl'r. ·Seidenberg. nor Mr. ~e shall have any right, remedy or cause .of action under this.·Seetion 

· 7 .lO, riorshaU they 'be third partY benefiCiaries of this Section 7.1 0. · · · 

(b) As ,soon as practicJ1ble after the. date hereof. Bell Atlantic shall eQter into. employment. agreemeO:ts · , . 
. effect,ive as of the: Effective Time(the "~mploymeitt Agreemenis.')with Messrs. Lee and Seidenberg~· ·· · 
con.tain:ing. arrartgement.S. cc:>ncerning managefllentsuccession satisfactory to each Party. · · 

' . . . . . . . 

SEcriONidl2-Stotk Exchange Lis~ng, Each ofthe ~arties shan use itS best efforts t6 obtain. prlor to .. · . 
the Effective Time .• the approval for listing on the NYSE. effective upon official notice of issu~nce, of the · 
shares of Bell Atiarttic Crimn1on Stock. into which the GTE Common Stock will be converted pursuant. to· 
Article II hereof and which. Will be issuableupon·e.xercise of options ·pursuant to Section 2.8 hereof: 

.· . . ,',' ··.·_: . . : .. 

SECTION 7.12-P(J~t~Me'lger: [Jell Atlantic Board of Directors. (a) At the Effective Time, 50% of the 
· .· directorS of Bell Atlantic .shall oe directors selected by Bell Atl~tic, to the extent possible frOm. current . 
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directors. of Bell Athmi:ic, ~d 50% shail be selected by GTE, to. the extent possible from current directors of .. 
GTE. 

. . The persons tos~rv¢ initially on• tbe Board of Din!ctors of Bell Atlantic at the Effective Time who .are 
. GTE· Dire¢tors. (as defined ~low) shall be selected solely by and at the. absolute discretion of the Board of 
Directors ofGTEpri(;lr.to the Effective Time; and the persons to serve on the Board of Director£ of Bell • 

· Atlantic ~t.the Effective Time who ~ Bell Atlantic Dii-ectors (as defined below) shall be sele¢ted solely by 
· . 'and ai the absolute discretion of the Boa:rd of Directors of Bell Atlantit prior to the Effective Time.In the . 

e~eni: thltt.' p'rior to the Effective~Time. any person so selected to.setve on the Board of Directors of Beil . .. 
Atlantic after:the Effective Time is unable or UhWilling 'tl? serve in such position. the. Board of DirectorS whic~ . 

. se~ected suc:h persori 'spai! designate another of its members to serve. in such person, s stead in accordance with . 
. .. tile provisious'ofihe itilmediately. preceding sentence; . · · · · · · · 

. ' (b) From and after the Effective ti~e and until july 1, 2002, the Bo;rrd of Directo~ of Bell Atlantic ¥td . 
each Committee of the· Sqard ofOirec~orS of Bell Atlanti;c as constituted following each election of Dn-eciots . . 
shall consist ~f an equ.ai riui\:lber of GTE oilectors and Bell Atlantic Directors and subj~ct. to the fiduCiary 
duties of the Di~ectors, the ·Board of Directors shall nominate for election at· each stockholders meeting at · · 
·which. Di~ectors are elected: an equal number of GTE Directors a~d Bell Atlaittic .Directors. If, at any time 
prior to JulyJ, 20Q2; the number of GTE Directors arid Bell Atlantic Directors serving; either a.S directorS or. as 
~nembers ofaPy Committee of the B.oar:d of Directors of Bell Atl~tic, would not be equal, men, .subject to ihe, . 

· fiduciary duties. of the ctire,ctor~. the· :Boaro of tiirectars shalt appoint to fin any ex:isting vacancy or vacaii.ci.es,, , 
. as apprqpri;i.fe, such perS.ori or persons as may be requested by the remaining GTE Directors (if the· number of ' 

. ··GTE Ditectoci is. or would btherw.ise become, less than the number of Bell Atlantic Directors) .or by the: .··.· . 
·. remaining B~ll Atlan~it'i)irec~ors (If the numb~r of Bell Atlantic Directors. is. or w~uld otherWise. hi!cojne, ·less 
thim the number of; G'I13 DirectOrs) to ensure thauhere shall be an equa;t numbefof GTE Directors and Bell .· ... 
Ad antic Directo\S. nl.e provisions ofthe .precedbig two .. sentences shall not apply in respect of any vacancy • 
which occurs after July 1. 2002. The term "GTE Director': ~eans (i).any person serving as a director ofGTE 
on the d<J.te hereof who bticoti}es a director of Bell Atlantic l.lt the Effective Time and (ii) any person who 

· · subsequeil,ly becomes a· directeir of Bell Atlantic arid who is . designated by the GTE Directors pursuant to this 
·• paragraph; and. th~ teim :'Bell Atlantic D~r''•rneans·(i). any person serVing 11$. a director of Bell Atlantic oi:{ 
· the date hereof who .continues as• a director of Bell Atlantic after the Effective Time and (ii) any person .who. 
be'comes ·a di~ecto~ of Ben Atlantic and who i~ desiinat~d by the Beil Atlantic: Directors pursuant to· this · · · 
paragi:aph: From: the .Effective Titne through. July 1, 2002, the Board of Directors shall consist of an even. 

:::-\. ,· ...... , 
··.· :.·;'. 

·.·; 

··.·. 

. ·~· 

· ·. numh<!r ofDirectors and sudt n:ufnber ofDir~tors shallnotbe amended unless, immediately following such .. 
·. ame~dq1ent, the. number of GtE Directors then in office is equalto the nuinber of Bell Atlantic DirectorS then .·. , . 
in.office. · · . · · . . . 

· {c)· :E11ch of GTE and Bell Atlantic shall. tal<e such action as shaii reasonably be deemed by either therecif · · 
-. to be advisable to give effect to the . provisiol'lS set forth iitthis section, including. but not limited to · 

·· • inc().r;porating s.uth provisions in the Bylaws .of Bell Atlantic in effect at' the Effective Time. · 
. . . 

. · .. 'SEcn~N 7 .13~~o ShelfRttglsiratio~. Bell Atlantic shall not be required to ame~d or maintain Ute. ·. 
· effectiveness of the Registration Statement for the purpose _of pennitting resale of the shares of Belt Atlantic'. 

qu:ruj19n Stoek·received pursuant beretoby.thepersons who may b(:··deemed. to be''affiliates·~ ofdTE Or~eU: .· 
Atlantic within $e meaning of Rule 145 promulgated under the. 1933 Act The shares of Bell Atlantic ~onimon 
St9(:kissuabie upon exeri:i.si! bf options ptro;uant to Section 2.8 hereof shall be regls~el"cii under the 1933 Act · 

· and such registration shall be effective at the time of issuance. · 

Socnmi7; t #Affiliates,· · .. (a) ~h of GTE and Bell Atlantic '(i) has disclosedto the othedn Section 
· 7.14 of~he Disdosu.re Scnedules aJipeoons who are, or, may be, as of the date hereof its "affiliates'~ for.·. 

·· puq)o5es of R1,1.le 145 under: the Seeurities:Act or SEC Accounting Series Release 135, an(! (ii) shalluse all 
· reason~ljle-efforts.to caus~ e:~h petsQn wbo is identified as an '.'affiliate" of it in Section 7.14 of the 
Disclosure Schedules to· cteliver to the (l.ther as promptly· as practiCable but in no event later than 31 ~ys prj.or 
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to the Clpsing Date, a signed Agreement substantially ·m. the form attached hereto as EXhibit 7.14(a), in Ute~e· 
. . p(GTE, and 7 .l4(b ), in the Ca:se. ofBeU Atlantic. GTE. and Bell Atlantic shall notify eaeh other from :tim,e t() . . 

time of any other personS who t):leil are, or ~ay be, such an .. affiliate" and use all reasonable efforts to cause 
each additional person who is identified as' an ''affiliate" to execute a.signed_Agreement as set forth in this ·~ · 

· Section 7.14{a) . 

. ·.·(b) If the tnins~~ons contempiatedby this Agreement and the Option Agreements would ot:heiwisC: . 
·quslify for pooling of irtt¢rests accounting treatment, shares of GTE Common Stock and shares of Bell Atlantic 
. Cdi:i:t:iilon Stock held by. such "affiliates'' of GTE or Bell. Atlantic, as the case may be, shall not be t£anSferable 
dJ.Iring the 30 day period priorto the Effe~ve Titne, and slllireS of Bell Atlantic Common StQI:k issued to~ or . 
as elf tlie Effective Time held by, such ''affili~tes'' of GTE and Bell Atlantic shall not be transferable until such · 
tirite a$ financial results ~overmg at least 30 da:ys of combined operationS of GTE· and Bell· Atlantic have·. been • 

·. publ~shed.withlll.the. meaning ofSet:ti6n 261.01 of the SEC's Codification of Financial Reporting Policie~. •.. . · 
regarci.i~ss of wpether ~ach such "affiliate'' has provided the signed Agreerilentreferred tO in Sectiori 7~14'(8), . ' 

. exc¢ptto the extent pemiitted by, and in accordance with. SEC Accounting Seri~s Release 135: and .SEc Staff · 
Accounting .J~ulleuns 65. and 76; Any Bell Atlantic Common Stcick held by any such "affiliate ... shall not t>e> . .· .· .. i 
transferable; reganiiess.of whether such •'M:filiate'' has provided the applicable· signed Agreement r¢fem!dtQ.in··· 
Section 7.14(a),ifsuch transfer; either alone. orin the aggregate with other transfers by "affiliateS'\ would · · 
preClude the ability of the Parties to atcoupt for the transactions contemplated by this Agreement and the. 

. Option .Agteements as· a p()oliflifof interestS. Bell Atlantic: shall not register the transfer of any shares of B¢1I 
. Atlantic Coininon Stock unless such transfer is made in compliance with the foregoing. . 
. . . . . . 

. • . . · SEcr]Ot,r 7: i 5-Blue Sky. . . GTE and Bell Atlantic will use their best efforts to obtain prior to the Eff~tive . 
Ttme all.necessary blue sky perniit:S. and approvals required to perri:tit the distribution of the share~ of Bell 

•.. Atlantic Cmrunon Stock ~o be issued in accordance .with the· provisions of this AgreemenL . 

. · .. ··.. ·.$f}.CrtoN7 .16:-Pooling of lntefes(s. Ea¢h of the Panies will use its. best eff~ns to( a) caQ.Sethe · . · ·· .. · · . 
. ··-~transactions contemphited .:by thls Agreement to be acc~unted for as a pooling of interests in a~cordance with 

'GAAP, and such accounting treatment to be accepted. bY Bell Atlantic's independent certified public · 
·.. . !iCCOUiitarts. by the NYSE and by the SEC. respectively, and (b) not take any action which could reasonably be 
' e:<;pect® to cause such accounthi.g treatment not '0 be Obtahi.ed~ provided that theforegoing'. sbal.l. not awly to . 
· any corgiuct or the effect of any conduct to obtain all necessary waivers, approvals and consents; and to avoid 
• ariy, coritfa_cmal, legal, regulatory qr' other issues, impediments or delays, to consuffinlate the trarisactic:n1:s · . 

· · contemplated by lbis·. Agreement arid the· Option Agreements. Nothing in this Agreement shall restrict the rights• 
of any Pany pilrs(lant to the Option Agreements; · · · 

SE(:TION],l7-Tax~Free Reorganization. (a) Each of the Parties will use its best efforts to ciuise the 
Merger to qualify as a taX'-free reorganization under Section 368. of the Code. (b) Bell Atlanti~ v.im deli,ver an 
Office:!;"'$ Certificate suostan~iallyin the form of Exhibit7.17(b)(i) executed as of the Closing bate and GTE • 

· wiU (ieliver an Officer~ s Cert-Hicate substantially in the. fonn of Exhibit 7 .I7(b )(ii) ex.ecutect. as of the Closing 
o~ . . . . . 

. ARTICLE VIII-CONDITIONS TO MERGER · 

SECTION S.l-,-Conditi(}n~ .to Oblig~tions of Each Party to EffeCt the Merger. The respective obligations. 
· ofeach,Paftyto effect)he'Mergershail be·subject to the following conditions: 

(a) Stockholder Approvaf. . }:ach of the GTE Stockholder Approval and the Bell AtlantiC Stocldu)lder 
Approval .shall have been obtained; 

(b) Legaiity. ·No federal.state orf~rei~ statute. rule, regulation, executi~e order, decree, injun~tion br 
· admini~.trati ve order shall have . been enacted, entered, promulgated or enforced by. any GoVernmental EntitY·· . 
which:is in effect and has the' effect of (i) making the Merger illegal or otherWise prohibitiri!phe consummation .. 

·-_,· . 

. ·~. . 



' . .:' , .. 

ofth\! Merge~.or (ii) creating.aMai~riat Adverse Effe~t on GTE or Beil Atlantic, witli or without indudingits 
i;>~nership of GTE and its Sqbsidiiui~s ·after the Effective. Time~ . . . 

· (t) HSR ACt: CulifomiafUC . . Any wilting penod applicable to.the corisummatiqn of the. Merger tiqdei · · ... 
. the HSR Act shail have e~pided ()r been. ~e:tminated and .the decision and order tif the.Caiifomia Public Utilities · · .···. .• : 

· Con:irn.ission ("CPDC") authorizing: the Merger and making any required detenni11ations under Section 854{a)~ · · · -' 
{c/ of the California Public Utiliti~s Cooe; including its deterinination ~ to any required allocation ofecortomic ' t, .· 

· ·. benefits.ifaby. oLrhe Merger. between·shateh~>ldets and ratepayerS. $hall have become final: · >· ·. . . '• . . . . . ·. . . . . ' .· . -

• · . · (d) R, gulatorY Maner~. An -authorizations. con sen~. orders. pemuts or approvals of, or declarations qr · 
fili£1gs ~ith. and alfexpirarions of waiting penods imposed by, any Governmental Enticy {all ofthe foregoing, 
; 'Cort~ents' ') which are ~ecessary for 'the CO[lSUmmation of the trims actions· contemplated hereby, ~ther tltan . · 

. 'consents which, if not. obtai~ed, would not have a Material Adverse Effect on Bell' AtlantiC, with or .withOut .... 
iilcl~dinghs owitdrship.of GTE arid its Subsidillril!.s ~fter the Merger~ 0~ GTE; shall have been fi~ed.liav~ ·.. . 

.. occurred oi b.ave!;·been Obtained (all. suchC6,n~ent5 f,ehig referred to as the "Requisite Regulatory Appr9\'atS;') . · 
and all Sl!Ch Requisi~e· l{~gylatorY Approvals. shall be in full force and effect. providerl, however, that a .. 
· ~equtsite Regulatory Approval· shall not be. deetrted. to have been· obtained if in connection with the ~t ..•. ···.· 

: :, thereofithere shall. have been an jmposition byany Govenunental ·Entity of any cqndition, requirement, ·. . .· . . 
restric.tiOn oi:):liange pf r~gulation. or. any other action directly or indirectly related to such grant.takeil by such: 
Govemt:neniai Enticy,.,vJ11~~ wou~d reasonably be expected to have a· Materiai Advers~.Mect9n either l)f (A) · 

·.·. GTE .or (:B ).llell Atlantic (either with or without includi!ig its ownership of GTE and its Subsidiaries after the · · 
~~[ . .... . ... 

. . .. 

(e) Registration Statement·Ejjectilie. TI1e Regist~tion $~ui~ent shall.have become effective. prior to the · •., 
·. m~~ilg bY .each of GTE and Bell Adan~i:c ofthe Joini Pto:<y Staterne,iit to its respective stockl;lolder~; _llo,stop . . .·. . · 
··.order suspending. ihe. effecti vene~s of .,the Registrati.on Statement. shall then be. in effect,• and no proceedh:igs Jor . . · ·· . 

that purpose shall thenl:ie rhreatened ~y the SEC or shall have been initiated by the SI;¢ and. not coneludetfor 
'withdrawn; · · · · ·· · · · ·. · ·· · . · · . . 

. . (f) Blue Sky. . Ali. st~t¢ ~ecuriljes or blue sky permits or approvals required to carry out the fumsactions 
contenipla:ted hereby ·shali. have bet>:n received;. 

(g) Srock ~change Li~ting. :\The shares ~f Bell Atlantic Common Stock ip.Wwhlch the GTE Cornmo~· .... 
. . Steck wl.ll be .ccinveried: pursu~t to Arti~le ·ll·hereof and the. shares. of Bell Atlantic Cm:iunon StocJ;;_ i.Ssual:lle' . . 

Jiport the exercise of options ptirsuruu to Section 2:s hel"eof shall have .been duly approved for listing on tit~ · 
NYSE;subject to offic~ notice ofissUari.ce; · · · 

. . . 

·• · · ·.· · (h) Pooling:·· •.. Unless uriable;to l)e.deliver~ due to actions tak~ri by the ·Parti~s whidt cp~titute ~~~y ·. • .· 
agreed'' cO~~tciaily ieasi:mable effortS or tommercially reasonable. effortS With respeCt to' ~reless o~tatioils; > .... 
(i) :Bell· Atlantic shall haY!! received a: letter f{om. PricewaterhouseCoopers L.L.P., dat~d as of the Closing Date~ . 

· ... to the· effeqthat th~ .tra»sai::tions comemplated hereby will. qualify . for pooling of interests accounting treatment{ • · 
aiict.(ii)y'l'S shali have. re~eived a :letter· frOm Arthtir J\ndeisen LLP, dated, ils or the Closiilg Date·~ to ilie effect 

.· thai tl)e trans~ctio~s c:()niemplated hereby will qtlalify tOr pooling of in~erests~accounting treii.tn;l.ent; 
' ·~ _, 

.. (i) Corisents UndefGTEAgree-~nts. GTE.shall have ~btainedthe consent<>~ aP!lroval~fany.~on ... 
. ' whose consent or approval shall berequiredunder any agreem~nt or instrume~ll in order to peimit the . ' . 

. corisi.tnu'riatioit of tb¢ trarts~ctiOns conteinplated hereby. except those which the failure to obtain. would nOt; 
individua1ly or iri · $~ aggregate, have a Material.Adverse Effect on Bell Atlantic, including itS oW..erihip of·.··· 
GTE arid itS Subsidiaries a[ter the Merger, and · . . . · • · .. ···· : · .. 

(j) Cp~sems .U~derBe!l,tltlanticAgreements~ Ben Atlantic shall have o.btained the consentor apptoval .• • 
Of: any .person wbose consent or apprqval shall be required under :my agreement or .inStrument Ui. order to . · · · 
{>e:rmii the consunit'nation of the transactitms conte~plated hereby except those which the fatlure tO obtain. . . . ; . . 
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. would riot. indi vldwiny bf in tit~ ~ggtegate, hav~ a Material .Adverse Effect on Bell Atlantic, ~c:ludin~ i~ .·. · 
ownt!rship ofG'ii and its SubsidiarieS after the Merger. · · · 

. ,, ,· . . ..· .·. . ., . ,' . ., 

. . SECTIQN·&.2.;;_Addimmal Conditions to Obligations of GTE. the obligations of GTE to effect the Merger 
. ·· .. are also subject to the f.ulnitment of the .following conditions: . 

. (a) Repres~ittcili~nsaiul Warranties; .. The repre~entations and warranties of Bell Atlantic contained in . 
this Agreement shall be true and co~ect on the date hereof and (except to the extent such reprcisenmtionnnd 
wariantienpeilkas of ada~ earlier than the date hereof) shall also be true and correct on and as. of the dosing · 
Date~ except for:·e:tiarige5 penhitted under Section 6.2' hereof or otherwise contemplated by this Agre.!ment and 
tl).e Option AgreementS, with the same force and effeci as if made on and as of the Closing Date, provided, . 
however~ mat for purposes of this Section 8.2(a) only, such representations and warranties shilll be deel}led to i . 

· · b~ trfi~ and c'otrect unless the failure or failures of such represent:ll4ons and warranties to be so true· and correet . 
. . (v.;ithout ,regard W· lriateriallty, qllalifiers contafued therein)~ individuiill.y odri the aggregate, results tit .would·· 
r~rud)iy be ,expected to result in a Materi~ Adverse Effect on Bell Atlantic, either with or without includini • 

· . c 1ts oymet51iip 'ofGi'E and its Sugsidiaries .after the Merger, · . . . 

' . (l)) Agreements and Covenants, Bell Atlantic and Merger Subsidiary shall have performed Or coinpli&f •' . , 
with.· all agre.emenis and covenants required l:ly this· Agreement tO be perfo!Jlled or complied with by them on or . . 
before. the ~ffective · Tinie, provided, however, that for purposes of this Section 8.2 (b) only. such agreements: 
and coy~nants shall be deemed to ha~e been complied With unless the failure or fail!mis of such agre¢mimts .. · ', > · 
and, Cov~riants to- have ~en ·Conlplied wi~ (withoUt regard to materiality ·qualifiers COntained th~rein)~: ... · 

·. 'individuaily ·or in th¢ aggregate, results or would reasonably be. expected. to result jn a Material, Adverse Effect - · . 
. on Bell Atlantic; either with or without. including it's ,ownership of GTE and its Subsidiaries after the M~rger. . 

. ·(c) Certifimtes. GTE shall havereceived a certil)cate of m execud~e officer of Bell Atlantic~.the · . 
effect5etforth· itt.paragi:aphs (a)·iin~ (t))abpve; · · ·· 

. . ~-

(d) Tai: Opinion. . GTE shan have received an opinion of O'M~lveny & Myers iLP,.special cciun$el to, , 
GTE; dated a5 of the Closing l)ate, m form and substante reasonably satisfactory to GTE, substantiaiiy-to. the ' 

•. effect that;. pn the basis .of the: faC:ts, re:preseritations and assumptions set forth in St1Ch opinion, . the. Merger . . . . ... 
constitutes-a tax-f~ ~eorganiz.ation tinder Section 368 of the Code and therefo~: (A:) po gain or )oos will be 

'• .·· 

·recognized forfede·ralirtcqme tax: purpbses·by Bell.Atl<intic, GTE o~ Merger Subsidiary as·a re~mlt of the .: ·: · · 
·. fo11.11~tion of M;er~r Sub!i\diary and the Merger; and (B) no gaht or loss \Vill be rec<;)gn~ ,for federal income . , 

tax purposes by th~ stoc~olders of GTE upon their exchange of GTE Common· Stpck solely for Bell Atlah~c _ · 
• Common· Stock pursuant tO ihe Merger (except with respect to ca5h received in lieu of a fractional share . · .. •. .. . 
in~er~stiri Bell,Adantic,(:ommon Stock),ln rendering such opinion, O'Melveny&Myers LLP may require and ... 

. rely uport representations and covenants including representations and covenan.ts substantially in the fonil of .... 
those contained. in the t;TE office:r'•s certifica~e and the Bell Atlantic officer• s certificate attitched hereto as· .. 

· EXhibit 7 .17(b )(ii) and Exhibit 7 .I 7 (l})(i). respeetively; . . 

(e) A]filiateAgriemehls: GTE shall have received the agreements required by Section 7.14 hereOf to. be ·. 
·delivered by the Bell Atlantic"affjliates;'~ duly executed by each "affiljate''. of Bell Atlantic; and 

(f). Bylaw;Amehdment; Board of.Directors . . · Bell Atlantic' shall have taken all such actions as ~hall ~~f. . . 
necessary so that (i)the Bylaws Amendment shali become effective not later than the Effective Time; and (ii) · 

. at theJ~ffettive Tim~~ the comi>ositi611 of Bell Allaritic~ s Board shall comply withSection· 7.12 hereqf. · · 
(assuniing GTE has designated the GTE Directors. as contemplated by Section 7.12 hereof).- · 

.. . · SEenoN 8.3-Alf4iti~nal Conditions to Obligations of Bell AtlantiC. · The obligations of Bell Atlantic tQ 

. ~-. 

effect the Merger are <!l$o subject to the fulfillment. of !he following condjtions: . . · · :·,:,. ·.;· 

·(a) Represemari~s and Warranties..· . the representations and warranties of GTE contai~ed i~ this 
Agreement shall be true and ;correct on the date hereof and (except to the extent such representations and · • 

---------
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. . . . . . . .. 

. . ·. warrantie~ spe~. ~s of,a date ~arilerthan• the date hereot}shall also be ~e an!,l .correct on and as of the Og~ing ...• 
· .·!)ate~ ex~ep~Jor _qfY!rlge_s ,~t:ffi!~ted _ urisi~r ·. $e~tion 6 .2. h.ereof or. citherwi.se conte~pl~ted .. by t!Us Agreem.ent ·ari~. 

•· th~Optjon Agreements, with the'satiie fo{'ce and .. effect as .if made on.<¥1d·as of the Closing Date, provided. · , 
· ,ho..yever, That: for purposes of this SeQtioo 8.3 (a) only,· such represe11tations' and warranti~s shitll ~ deeriled .. to · · 
I, be true afld correct U~!ess,ihe failure or failures of such representations and warranties ~Q be $() tnie ptd correct 
· (without regard to mater;ialliy qualifiers contain~d therein), individually or in the aggregate~ results or wcmld .. • 

.teaS.oruibly be expected tb result in a Material Adverse Effect on GTE or Bell Atl<Ultic (only after in¢:li:Jding itS ·. ·.·. · .• 
ownership ofGTE and its Subsidiaries' afterthe Merger); . . . . . 

• . ·. .. . · .. ,'l· .•••. ,< ,. • 

. . . (b). Agreement$ (md Cbvm~nct~. · · GTE shall hav~ petforined or complied with all agreements and . · : ' · . 
. . , covenari~ te;quired bjr this Agreement to. be perfor!lled or complied with by rru;.n on or before the Effective · 

·'··: 

. ·•···· ; . Time; ptovided, however,. th~ffor piirpbses of this. Section 8.3 (b) only' such agreements and covenants shalllle ..•.. 
. . ·. :deeltled to have. be~n· eompli¢d w.ith ·uniess the f~lwe or faili.rres of such agrt!ements and covenants to hav~ . •• . 

been .Complied with (withou~ regard to niareri'aljty qualifierS ccinwned th~rein), indivi4ually o(in the aggrega~;: : .. 
· re;ults :or wqulCI rea~briably be e·llpected. to tesuit in a Material. Adverse Effect on GTE~ · · ·• · · : · •·· . : · · · . . . '. . . . ·~ . . . . . . . - . . . . . . ·.' ' . 

(<;) C.~rtificates: Beil Atlantic shallhave received a certificate of an executive officer of GTE to the . 
· .effect set fqrth in paragraphs (a) an((b) apove; 

. . .· . (d)GiERights Agreement. The right;sissuedpurstcirlt to the GTE Righ~s Agreement shall not hli,ve . 
become. n<m~redeemable. exercisable.· distributed or triggered pursuant to the terms of such Agreep1en£ and ·. 

·WOuld not.bd:oifle so upOn consu'mination of the transactions contempl~ted hereby; 

,..·: 

.'." 

; .... 

.·-· :· ... 
=.~ .. 

•· (efiax Opinion. · .. ·Bell Atlantic shall have received. an opiiliQn· ~fSkadden, Arps. Slate; Mea·gher & :Ao:in •·. 
.· LLP~.~pecial ~o1,1ns'e~ .to.B~ll· Atlantic,l4~ed as of the .. Effective,:nme, in form and .~ubstance reasonably . · .. 

,'•,',,:,',,c,'' 

satisfactory 'to Bell Allap.tic~ sub:staiitiaUy ~0 the effect that, on the basisofthdacts. representations. and .. . .. · ..•... · .·· 
assumptions set forih in.s.uch opinion; the Merger constirutes a tax•free r¢organizatioo under SeCtion 3~8 uf the ·: · . 

. Code andtlu;refore:,(Aj llO gain or loss Will be recogilized for federal income taX pu~ses by :Sell Ap~tic; · ... · ' .··. 
···GTE 9r.Merger SubsidiarY aS a:r~s~It of the foi-mation·O.f Merger•Sul:iSidiru:y and the,Merger:·ancf{13).iio.g'ain .... ·. · .... · 

or loss will be recognized for federal income tax pw:j:loses by the stockholders of Bell Atlantic as a result df the .. 
Merger. including the Certificate Amendment. In rendering such opinion. Skadden, Ai:ps, Slate. Meagher & 

'Flom.LLP: Triay require and .rely: upon representations and covenants includingrepresentations and.covenan.rs . · ··. 
S\lbSt:inti'aliy iii the form. of those. contained. in the GTE officer's. certificate and the Bell. Atlantic. officer's •. · · 

. ' certificate attached hereto as ,ExJribits 7. 17(b)(ii) and 7 ~ 17(b )(i) respectively ... 
.... '• 

.. (ff Affiliate Agreements • . Bell Atla~nic shall have receiv~ the agreements required l;>y Section 1:14 ·· , .. · 
.hereoqo b,edeliv~!fed by 'the GTE ''affili<!tes/' duly executed by each ''rufiliate'' of G'fE. · . 

. .• AllTICLE ~--rnRMiNATION. AMENDMENT AND WAIVER 

SEcnoN 9~l~Te~fncitiofr.. Tliis'A'~eme~t 111ay be t~~~d at any tinie ~fore the Effective•Ti~~. irt .:: 
each case as.authoryzedby. the respective Boaro of Directors ofGTE or Bell Atlantic: . 

{a)· By rriuiua!,written:ccinsentof.each ofO~E im~ Bell At.lantic; 

· . (b) By. either Gl'E;or B_tlJ Atlanti~ iftlie Merger shall not 'ba~e been, c<;msummated on or before July. 26; . 
· l999(the"lnitialJerminationDate" and as such may be extended pursuant to thi$ paragraph; the .. 

"Termination Date'•); provided; however, that if pn the Teqninati9n Date the conditions to. the Closing $et · 
forth in Sections 8.l(b)(i), (c) or;( d) shall not have been ful~Ued,. but all other conditions:.to the Closing sJuUl 

. be fulfilled onhallbe cap~ble of being fulfillec(then the Tei:minatiori. Dare sh~ll be extended to M11fch31, 
. · 2000, (the ''E~teitde4 Terffiination Da:te''); and provided further that if on the. E~tendeE:J Termination Date th~ 
conditions to the .Closmg'set.forth .in Sections S.l(b)(i), (c) or (d) sh~·not have·been fulfilled, bin all other · ... 
conditions.to the Closing 'Shall ~ fulfilled or shall be capable of being fulfilled~ then the Tenxdnation Date sh311 
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. . . . . . 

be exte~ded to June 30, 2o0o (the. "Fmai Terinmati~n Date"), u~s within five days prior to the Exte~ded 
Termit1ation Date .any Party ~asonaply deterrniries. tha:t it is substantially unlikely .that the conditions to the.·· < · .· · 
Closiri.g set fo:rfu·i.t:l Sections 8.l(b)(i), (c) and (d) will be fulfilled by the Final Termination Date and delive~·to . ,, 
the other Parties li.l:lOtice to such effeCt. The right to tenninate this Agreement under this.Set:tion 9.l(b) shall '' 
·not-be 'aviui<Wie. to any Partfwhose f;illure 11:> tUlfili any· obligation under this Agreement bas been ·$e'. caure of, 
or resuitedin, ~e failure of any condition tO be satisfied; ' ' 

(c) By dthe~ G'$o~ Bell Atlantic .if after the date hereof a court of competent jurisdiction or 
Government~l Entity shall have issued an order. decree or ruling or taken any other. action (which ot~.er, decree ... , 

· ·. or niling the P!!rties shall use thel.r commercially reasonable efforts to lift)~ i1;1 each case permanently ·. .. . . . · · • · ·.. . .· 
restraining, enjOinmg or otherWise prohibiting the transactions contemplated by this Agreement and the . Option 
Agreements, and· such order, decree, ruling ot other action shai.l have become final and nonapJ>eai.il:ile; .. 

. . . . . . . 

. . (d)· (i) ·by GTE, (A) if Bell Atlant,ic shall have br~ached or failed to perf orin in. any material re.s¢ct ~y · · . 
. of its representations:. warranties,. covenants or Other .agreements contained. in this. Agreement, which. breacti .ot : " : ;: 
f~ilre to perform ( i) is .incapable of being cured by Bell Atlantic prior to the Termination Date and (2) renr;tei:s. ·· · 

· .. any condition under Section 8.1 or 8.2 incapabie of being satisfied prior to the Termination Date, or {J3,) if a · .. ··· .. ··· 
condition und(irSections 8.1 or 8.2 to GTE's obligations hereunder cannot be satisfied prior to the 'te~tion· . : · 
Date; · · ·· 

(i.i).b}iBell A¢u}tic,(A) if GTE shall have breached or failed to peifonn in any material reSpect an; ofits · · 
repx:esentations, warranties, covenants or other agreements contained in this Agreement, which breach or failure· · ,. 

·· to.perform (l). is jncapabte·of being. cute<! by GTE prior to•the Temiination Date and (2) renders any ~Qnditi~· .·· · 
tinder Sections K 1: and 8.3 incapable of being. satisfied prior to the Termination Date, oi {:a> if a conditi~n\ .. ~. 
und~r sectio~s ·g~ 1. ·ot ·8·~3. to ·Bell AtlarttiC~s .obligations heretmqer cartriot ~e satisfied' prio£ ·to ·:tne Tetrtiiliation. · :: . ~. · 
Date; · · . . · . 

.•. . (e) By either GTE or Bell Atlanti~ . if the. B o;trd of Directo~ of the other or any. committee of the ·Boani· 6r .. ' 
. ·Directors of tlie .other (i) shall fail tl~ include in the Joint Prdxy Statement .its r~commimdation without · .. ·. 

modification. or qualification that st0ckhol~ approve this Agreement and the Merger, in the case of GTE~· or . 
. the Stock lss1,1ance and the Certificate Amendment; in the -case of Bell Atlantic. Steck, {ii) shall withdraw or. . . ·: .·. 
·mOdify. in ariy adverse manner its approval or recoi:nmendation of this· Agreeme11t cir the M~rger. in the case Qf' •··.· 

.. GTE, or the Cerufic~te. AmendmenLor t4e Stock Iss\.I~ce in the CaSe of Bd!Atl;mtic, (iii) shall fail to reafti:nn ... 
.. . stich approv(ll.or recommendation u{>ori such Party's request. (iv) shall approve or recommend any Alternative .·. · 

TransactiQn or(v) shall resolve to ilike any of the actions specified in this Section 9.l{e): or . . 

(f) By either GTE' or ~}ell Atl~tic:if any of the required approvals of the Stockholders of GTE: 0~ of'~eU. 
. Atlantic shall fail to hl).ve peen obtained at a duly htld stockholders meeting of either of ~uch. companies,·.· · · 
. · induding any adjoummerttS thereof. · 

SECTION 9:2-Effii:t of Te~inattQn. . {a) In fue event of termination of thi; Agr~ementas pro~idc'!d i~ . 
. Section 9 .l hereof~ ~nd subject to the provisions of Section 10.1 hereof, this Agreement shall f~rthwith b&come 
v·oid and there shallbe no liability' on the partofany of the Parties, except (i) as set forth in this Sectio~ 9.2 
iir!d in Se:ctions 4:10. :ttt6~ 5.10, ~~16 and 10.3 hereof, and (ii) nothing herein shall relieve any Party from · · 
!~ability for.any willful br~ch he~eof. 

: . ·.. :. . . . . . .· . .. . 

. · (b) If this. Agreement (i) .iS terminated by GtE pursuant ,to Section 9.l(e) hereof; (ii) could have been (but 
was nol) terrilin;l.ted by GTE purs~tto Section 9 .l (e) hereof arid is subsequently terminated by Bell Atlantic .. · · 
or GTE pursuailt to Section 9.l(t) ~cau~e of the failure. to obtain the Beli Atlantic St~kholder ApprovaJ,> ~. 
(iii)(,.\):cl)uldilothave been.tetmiJ1litt!d by GTE pursuant to Section 9.i(e) hereofbutis subsequentiy .. · 
tel:rnimi:ted by ~d~ Atlantic oi .GTE pursuant to Section 9.l(f) because of the. failure. to obtain the B.ell Atlantic 
StP<:kholder Approval, (B) prior to the Bell Atlantic Stockholders'. Meeting there· shall h~ve been an offer or . 

. proposal for, an announcement of any intention with respect to (including .the filing of a statement of beneficial . . . ' . . ' . . . 



:, ... ' . -~ 

owtiership on Schedule 1.3D disc\iss\ng: th~ possibility or'o~ reserving the right to engage .in), or any agreentet1t . · 
With respect to; a trarisaction thll.t·wo)l!d'ciJnstitute an Alternative Transaction. (as defined in Section ·6.3(c) ~ ...•.. _:: ·. ~ 

. ·· hereofe~tcepi: that fo~. ilie ptUpi)se$. of ibis Section 9 .2(b), the ~p!lcabte percentige in claui;e .(i) pf' su~h ~, ·. ·· . . ,-· ... :-'•'. 

·· .. defWtion shall b(i fifty percent (50%)) irivolving Bell Atlantic or ani of Sell Atlantic~s SubSidiaries; and (C) ... ·: :-.··, 

. 'wtthi~I2 montlls· afterthe.temrinatiori of tins Agreemen~ B.ell Atlantic enters into a definitive agr~ment with' 
any ·Third Party with· respect to an Alternative Transaction, or (iv)'is tenninated by GTE as·a.result of Bell 

· ··. Atiaiitic's material breach ofSection 7.1; Section 7 2(a:) or Section 7 .2(b j hereof which, in the case of Section . 
7~ 1 anq $ectkm 7.2(a) only;. is not ~ured .withut 30 .days after notice thereof to Bell AtlantiC, Bell Atlantic):hall•· 
pay to GTE a tetrriination fee ofO:ne bilflon·e1ght hundred million dollars ($I.800,000.ooo) (the ''GTE . 
Tenmnation Fee·:). · · · · · · · · · · 

·· .. , .. 

. SEcrtON 9.3-:AnieMiniint. This Agreementri'tay be amended by the Parties P~t:tuantto a writing .. 
adopted by action tak¢n l:iy an of the:Prnties at arty time befor~ the ~ffective Time; prov,i4ed. however, that, 
after approv;d of the Merger AgreeriJent by the stockholders of GTE or B~ll Atlantic; .whichever sh311 adem-.. . .. 
first. noi:iiriendment may be inacJe .wbl~h woUld (a) alter orch1mge the amount or kindS of consideration to be .. • 
·received by·the holders of GTE Conunon Stock upon consummation of the Merger, (b) ~~r or. change ~Y · · . 
tertn of the Certjficate of lncotpo(ation of GTE or. the· Certificate of fucorpotation of Bell Atlantic (except for. ·· 
the iinplemeittation. at Ute effective Tune of the Certificate Ainendment) or (c) alter 9t cfuinge any of the teriDs . 

. · aM .conditions of ~ A~iiJent if such alteration Qr change wo~Id. adversely. affect the holders of any class or. 
. . .series of secUrities ofG~ or Bell Atlantic. This Agreement may not be amended except by an instnime11fin 

: Writing signed by the Parties. · · · ·. -
. ' : . 
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. SECTioN9.+-Waiver; . At any ~e before" the Effective TIDle, any Party ntay (a) extendthe rune for the 
. t)erfonnance of any of the obligations or other acts of the other P~es, {b) waive any inaccuracle8 in the · 
representationS and wafranties contained herein ilr in any document delivered pursuant hereto and (c) waive 
compliance withiny ofthe·agreemen~s or conditions contained herein, Any agreement on the part of a Party to 

· any such extension of v.'aiver shall be Viilid onli as against sucli Party imd · oni/ i(sei: forth i.i1 an lnstiunleJii 1ii · : 
writing- signed by such Party: · · · -. · · 

. ARTICLEX-G~NERAL PROVISIONS 
. . . . . 

. . . . SEctioN _1 O:i~Non-Survivat of Representa,tions, Wa"antie~ and Agree~ents: · . The repi:eSentattons, ·. 
;Narranties and agre~rn,ent$ in this Agreement shalHerminate at the Effective Time or upon theterriliriation of :. 
·thiS Agreement puts'uant to Section 9~ l hereof. as the case may be, except that (a) the . agreements set fortll in . 
. Article I andS~tions 2.2; 2.4. -2.5, 2.6, 2,7, 2.8, 2.9". 7.8, 7 ;9 and 7.12 hereof shall si.uVive the Effecnve Time 
fudefirutely, (b) the agre¢ni.ents and represtmtaticins set f()rth in Sections 4.10. 4.16~ 5.10, 5.16, 7.5 .(b)~ 9.21Pld .. 
10.3 hereOf sha1listirVive: term.lttatiou indefinitely and . .(c) nothing contained herein shall limit aity covenant or . • ... 
Agreement, of th,e· Parties which by itS_ termS. contemplates performance after the Effective Time. · · 

, SEi::noN 1 0.2:-Norices. All notjces and other communications given or made pursuant hereto shall be irt .· .... 
writing and'shatl be deem~ to have been dcily given or made as of the date of ~eipt and shall be delivefed. 
personally or mail~ .b)'>regisieted ot eertified -mail (postage ·prepaid, return receipt requested), sent by -·· _ ·_ ~-

. ove~gbt courier: or sent by .. telecopy, to the Parties at _the following addresses or teleeopy numbers (or at such .. 
other address o'r telec6p)r number for a Party as 'shall be specified. by like notice): . . . 

(a) if to GTE: 

GTE Corpcit'ation · 
. Oiie_ Sta¢ord Foi"UPl _ 

. · .. · Stamforch Connecticut 06904 
· Atte~ti~n; WilHam I?. Bar;:. 
Executive Viee President-Goverrunent 
·and Reg(Jl~tQ:ry. and General. CQ~nsel 
Telecopy~o.:'(Z03)~9.65~34fi4: 

. .'• .. · 

"-~-

. ... _:- .. 
. ', '• ... , 

with ~ ~9py tci: 
. ~. ' ,• . . .. ·.· . 

· O'M.elveny ~--Myers i.LP 
· 153 .East. 53td Street, fi1th Floor 
-.New·Ybrk, New York lb066 
Attention: Jeffrey J. Rosen, Esq .. 

' Telecoi_,y No,: (2r2)326-206i .· 

· (b) if to Beil Atlantic:. 

· . Bell Atlarttic (;orpora:tion 
1095. Avenue of the :Americas, ,39th Floor 

. New Yodc. New york 1 00_36 
;Attention:.Vice Presicrent and Gener:aJ. Counsel 
. Telecopy No;:.(212)"597-2S81 · 

with a copy tQ: 
. ' ... . . . . . . . 

Bell Atlantic Network Services, Inc. 
1717 Aich'stt~et, 32N. . . 
Philadelphia~· Petinsylvania 19103 . 
Attention: .A~istimtGenera( Counsel-'-Mergers and Acquisitions· 
Telecopy No::.(2l5) 963-9195 . · · 
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and 

. ··. Skadden~ Arps·.··Slate, Meaghet&.FlomLLP 
.919 Third Avenue. . . . ., .· · · 
• New York; New York 10022-3897 
Anention: PeterAil~m Atkin~. ESq.· 
Telec;opyNo;i (2I2) 73s-2obo · · · 

SE~~N 10,;-Expinses.. Except as otherwise provided in thi~ Agreement; aU costs 3.1}d expenses.· .. · ...... ·· .. 
· in~cin'ed. in connection with this Agreement :ind the transactions contemplated hereby· shall be paid by the PartY ·•· 

incurring Such COStS and expenses; ex't;:ept that thOi;;e expenses incurred in COnnection With lhe printing of tfie · 
· · Jo~ni __ ·~Xy_ Stai~rlient--a.hd .. ~¢ :~e~_is!r8.tion -~Sta~rilent,-- as wen. :as ~e -fili~g fees~-r~lated ~eret~ ~d- any tlli~g_ {~~:::_·- .. 

required In connection. with· the ~filing of Premerger Notifications under the HSR Aci, shall be shared equallyby. 
GTE and Bell Atlantic. GTE. will pay arty re~l property transfer or shnilar Taxes imposed on th~ stockholde'rs ' . 

·• of GTE in d:)nriection wiih this Ag:reement and the transactions conte~plated hereby, . 

SEcricm WA..;,.;CertaihDefinitions, : For purpc)ses of this Agreement, the following tenns shatl have the,, 
·.· foUowin)fmeanings: ·. · · 

.. (al,_' .. ~-1.9~3- A~.t'~---~~~s,._:tbe s¢c.uPtieS-A~t ~f l9~·3,·as.the·sam~·-·ffiay be am~"nded frOm tiffiCto ~e/~n:d :.·'<: · 
''ExchangeAct" mea:ps !lreSecurities Excbanze Act of 1934, as the ~me may be am(mded from time·wt~me; :.· ·. · 

·(b) .. ~ '.afijli~te'·~ ~f a PefsOh m~~S ~-~rSOn that directly Of. indirectly, through one .or. more intennediaries~ .. 
. . controls, is controlleq.'tiy~ or is under cbmmo~ control with~ the iirst·~entioned perSon. . . .. 
.. · . ' . . ' . . . ' ' . . .. . . 

. (c) '~comrrierciany:rea.Sonable ~ffons:· sh~lhhean those efforls<~ecessary or ad~isabl~ to advance the:. 
irtterests ~f the Parties .in. ~chieving ilie purj>6se~· and specific requir~mentS .and satisfying the co:ilqitions of this . 
Agreement; provided ttiar such efforts will not require·or include either expense. orconctuct not onti~3.rily · • .·. 

·· ·· .. itw~rred ~r. eQ.gat;;~.d ln: by Parties se,eldrtg. t0 impll!inent agreements of this. type. Un!ess part of a sepaia,te muiUal 
undersUtnding of the Palties not C-ontained· in this Agreerrtli:nr whether reached before or after th~ Agreement is· . 

' executed: . . . ' •. . . . . . ,, 
~-· . :· ~ /' 

.· (d) .. ·~control'. (i~th.lding the temi.s • ~coni:roiied by t •. and ''under common control witth means the 
p(lssession~ direct odndirec4 of $e power to rurect or. cause the direction of $e management a¥ policies· of a . 
,person, whether thfoughth~ OWnership of stock, as trUStee ~reiecutot, by contract or crerut ammgement or , .· · 
otherwise. · · · · · · · .. 

' .. 

(e) "HSRAct" me~sthe H~~Scott·Rociino AntitrUst Improvements Act of· 1976~ as the same may pe •.. 
amended '(rom time to time. . . . . . . 

:· ,1, 

. (f) ''knowledge';. of any Parcy shall me~ the actual knowledge of the executi~e officers of such Party~:' . .··,· ... ,, . .. - . . ', . 

. ·.· .. (g) '.:.Matet:ial Adverie Effecf''means any ch~ge in. or eff~ton the busii:tess of the referen~ . . . .. . ... 
corporation or any ofits :Subsidianes that is ot will b~ materially adverse to the business, operatio!lS (iJ:lcluding . 

· the .in~ome suw.inent); .propenies. (including in~ble pro~rties ), ·condition .(financial or otherWi8e); .assetS, • •. 
· liabiliti~s or re~.whitory stinus. of s\Jch re.feienced corporation and itS Subsidiaries taken as a whole. but. shilp ·~of 
include (I) the. effect$ of changes r!tat are gen~rally appiitable in (A) the telecommmiic.ations indtiStry; <'9:J th<f ... ·. 

. . United, States econ~:nny. or (C) the United States ~W:ities markets if. in any of (A); (B) or (C)., d;le effect on •.•. · 
GTE or BeUAtlafiti~. detei'ntined without ~clud.ingits .owner$bip of GTE after the Merger. (as the c~ may · 

< be) and itS te~Jpective Subsidiaries, taken .as .a, whl))e, is not materially !liS proportionate relative to the ~ on 
the other and its Subsidiaries, taken· as· a whole .. AU references to. Material Advefie Effect on Bell Atlantic. or 

· its Subsidiaries contained ·in Article IV, V or VI of this Agree~~t shill be deemed to refer solely t9 B~it . 
·. · Atlan.tic and its Subsidiaries viithout includirig its ownership of GTE and its Subsimai:ies .irl'tet the Merger. 

. ' . . . . . ' . ~ . ' . 
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(h) "Material lnvestrrie~t., means {a:) as to GTE. any person which GTE directly or in@'eCdy hblds _the .· 
StOck· of, ot other equity interest in, pl'Qvided the lesser of the fair market value Of book value of such ifi~ . 
exceeds .$100 .lriillion, exdud:ing; however, any ~n which is a Subsidiary of GTE~ and (b).as to f!eU · _ · _·, · 
Adant~f· any persori ~htch Bell :Atlantic ditec~y ~r md}re~!lY ~ol~s ~e ~tocis_ of~OrQ$e_r_ eg!!ity.iqt~ie~t ill.. ~- .. 
provided the)esser of;the faiJ:market value or book value of such interest exceeds $100 million. e~luding, · · · 
llov.ie:ver, any .Person which is a Subsicliary of Bell Atlantic, · · 

. (i) ~'person" means an·individu~. corporation. partn~rship, association, trust; eState, limited lia~iliey .. ·. 
c~tnpaity, ·Jabot union. unincorporated orgaruzation, entitY <ri group (as defined in. the Exchange Act) .•. · · 

(j) ~'POR; • ll'leans the Plan of Reorganization appi'9ved by the United States <:ourt for the-DistricLof: :;. , ·_.·· 
. :ColUinbi~;-onAugrist 5~ 1983 and. the Agreement Concerniilg Cm:J.tjngent Liabilities;Tax Matt¢rs lJ1ld, ·. · 

Temiliiation of Certain Agreements dated as of November J, 1983, as amended and supplement:ed- · ·>. 

{k) ... Significant Subsidiary" with respectto IJTE' means any Subsidiary wbicb on tb.¢ date of . -~ . 
determination is. a • 'sigmficillt su'Qsidiary'' within the meaning of Rule 1 :.0Z(w) of Regrilatioi:i s~x.promulgilted ·. ·.· 
underthe ExchaitgeActand, withres~t to Bell Atlantic mew ariy Subsidiary which (in the date of.· · .·· •.... ·· _· 

·. deterrr).in:atio11.is a ''significant subsidiary" within the meaning of Rule l-02(w)of Regulation S-Xpronllllgated ·. ,· 
· under the Exchange Act. · · · · · · 

. : (1) .is~b-siiliary" •· ··o!E Subsidiary". 0~ ;,Bell Atlantic Sub-sidiary'~ means any COqxJ~On or othetlegal .. 
entity ()f whichqTE or J3e11 Atlanti~; as the case may be (either ~one or through or together witbany.o~ · 
Subsidiary or Subsidianes), owns, directly or indirectly, inore ·than 50% oft:he s~CICk Qr other equity in~res~ .• 

. ·. the hoiders. of which are ge!)era,lly entitled to vote for the election· of the board of directors oi other· goveining . 
. !Xxiy ofs!Jd1 corporation or o_!her i¢g?-l entity. For purposes of this Agreement. Grupo Iusacell S.A. !;le f;;y, . • . 

·. shall be deemed to be' a Mat~_rial Investment, and not a Subsidiary, of Bell Atlantic. · · · · 

. S~CTIO.N 1Q.5~He~dings; . The headlngs c~ntained in this Agreement are for ref~ren~e purpPs~ rinly:and 
. shall ~ot affept jri any way" th~. ineaning or intetpretation of this Agreement. . . . . . 

. SECTION: 1 0,6-:-Severooility~ . If any term or other provision of this. Agree~ent is mvruid, illegai ~f · .. 
: incapable of being. enforeed .by !!11Y nile. of law. or public policy; all other conditions, and proVisiotis, of this 
. Agteeni.em .shall nevertheless .remain in full force and effect so long as the economic or legal sub:;~ce. of ~e .· 

· · ttarisac,tions c6ntemplated hereby is !:)Ot affected in any maimer adverse to -any Party. Upon. such deteQDination 
tha~: arty terin ?r other.pro\·biori. is in~alid, illegal or incapable ofbeing enforced, the Part1es shall negQtlate in _ 
good faith to modify this Agreement so as to effect the origimil intent of the Parties as closeJy>as p6ssi!>l,e in. an 
acceptable manner to the end that the transactions contempiated hereby are fulfilled to tlie ma~tffillln e:xtent 
possible~ . • · . . . . . 

. ··_· .. ·.· 

SECTION 10.7-Entire Agreement; No.Third~Parry Beneficiaries. This Agreement, the Nondiset6stire ·' . 
·Agree men~ an~ the "Stock Qption Agreements c()ns~ rute .the entire ag~e~ment and, except as· e~p[esi;~Y ~t forth · 

· herein-~ supersedes ariy and aU other prior agreements and undertakif)gs, both written and.-.oral. among· the . . ~-· . 
. . Parties~ or any of them; with respect to the subject matter hereof and. ex.cept for Section 7.8 (indentili~cation~ ·. 

Diri:ctoiS' and Offi·cers' Itlsurance) and Sec:tiori 7.12 (Post-Merger B~ll Atlantic Board of Directors); is not .. · · 
. intended to 'confer upon any person other than GTE. Bell Atlantic, and Merger Subsidiary and, after the : . 
. Effective Time, ·theii'respective stockholdet'S, any rights or remedies hereunder. . .. 

S.EcnoN 1 O.S~Assigmnelu. This Agreement shall not be assigned by operation oHiw l)r other\vise. ·· 

· Si:ltTtoN ·l o.~()venling Law. . .This Agreem~nt shall be governed by, and construed in ~ccordailq · 
·with, the 'laws of the State of Delaware applicable· to contracts executed in and to be performed entirely withi~ 
that State, without ~gatd to the contlictS of laws provisions thereof; proviqed that the Merger sh;lll '* gov~med 
by the laws ofthe Suite of New York applicable to i::ontcicts executed in· and tp be perfornu~~ entiiely within · 
that State, ~ithout regl!fd to the conflicts· of laws.· provisions thereof. . . . . 
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. . ' . 

. SEcribN I o~ I~Cb~w~a"rts. ·. This Agre~~ent may ·~· .exec:uted in ~o 9r'tnore counterparts,: and by 
the d!ff~rent Piu:ties ifl se·par.at~ col,l~t~rp~. ,each Qf whi_~h ~h~ execgted_ shaJl ~ de~eq tO.,;_be~ QJ:ig;~g;d.._:: 

. ·, ~ , .. 

. . . . . ~ but all of' WhiCh shall cor.istitutl~. one and the same Agreement. . 

~- •, 

SEtnoN 10: ll~i~terpreiatto;t. 
. . · .. ·· (~) Whenever the wo~di~;itidl!de;', .. inchides'' or ~'including" ~e used in thi~ Agreement ~efshallbe 

.. deeine4 to he followed by. th~ .words • 'wj.l:hout limitation." · ·· · 

·. ·,. ~(b)Wprdsdenoting·;,my gender shilll include alLgendeci. Where a word or phrase is. defhied l!erein,eaclf. ,,. • 
of its other g~maticill fohns Shilll. have ~ correSPonding ~eaning. . . . .· . . . ... . ,. ·.· . . 

. · .. {c) A tefere~~e· to ahy party ~o. this Agreement or any· other agreem~nt or dOctiment shalt fudude sueh . . ., .. ·. . ; 
l"iit:iy's suc~;essoi"Sand pe~ued ~signs:· · · 

; .~. {d)· A r~ference to· anY legislation or to any provision of.any legislation shall include, any. n'l(xufi.cimon or 
re~enac.tment thereof, a!w legist~tive provision· substituted. therefor and. au regnlation$ and statutory ins~ts> 

' •' ' '' ~ . ,._. 

h;sued theretmder .Or pursu~u1t · ther~to., · · · · · · · · ·· · 

. (e) All referenb~s t~. ~ •$ ~ • ;:md· dollars shall be deemed. to ~efe; to United States c~rrency unless ·~5e · . 
· specifically provided, · · · · . ' ' · · . . · 

· .. ·.· .. IN VliTNEss\VHER'$6F;:GTE;·Bell;\dantkand Beta Gamnia CQrporati9n have caused this A~mentto 
be ·executed as ofthe date first written ·aboie by their re&pective officers thereunto duly auiho~; .. · · · 

. . . ' - .·.··-·. . .. ·.· ' ' . . . ,: ' . . .. _, 

• By· ./s/ CHARi.ss R. LEE 

Name:. Charles R. :Lee · ·. ·· · . .• . . ;. . . . · .. · •· .. 
·Title: ~ Chainnful and Chlef~~Utive·Officer ·- · · .. ··.·. _ 

· .. 

. :'. 

. ' , __ ., 

By: Is/ ~ DRQST. 

Name: Marianne Dwst. 
Title: Secretary . 

. By· lsi IvAN SJm>ENBE:RO .. 

Name~ ivan Scidenberg 
Title: Vice Chairman, President and chlef . 

· · Executive.Offieer · · · · :, 

Bri A GAMMA CORPORATION. 

· ·By: lsi lv AN SEIDENBERG. 
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Name: Ivan Seidenberg · . . . .· . · ·· .. 
Title: President and· Chief EXecutive Officer · 
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State of New York } ss: 
Department of State } 

l hereby cer.rify char tlu~ annexed copy Ira.~ bee11 compared with tlw nrigirwl document filed by the Deparrme;m of 
Stare a.Jtd that the .~ame'is a true c-opy (Jj .taid original. 

Wimess my hand and seal of tire Depamnem o[S1are on NOVEl\1BER 27, 2002 

Secrerary of Scare 

DOS-200 (Rev. 03102) 
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SI<:ADDEN AAPS .; 519 474 5173 

CERTIFICATE OF MERG'E!R 

OF 

BET A GA.t'\JIMA CORPORATiON 

WITH AND INTO 

GTE CORPORATION 

I • 
l."NDER SECTION 904 OFntE BUSINESS CORPORATION LAW 

Beta Gamma Corporation, a New York corporation, and GTE Corporation, a 
New York corporation, hereby certify to the following relating to the merger of Beta 
Gamma Corporation with and into GTE Corporation (the MMerger"), with GTE 
Corporation being the surviving corporation in the M~ger: 

!. The name of e,ach constituent corporation is as follows: 

Beta Gamma CorpQration 
(a New York corporation) 

GTE Corporation 
(a New York corporation, originally incorporated 
as General Telephone Corporation on February 25, 1935} 

2. The name of the surviving .corporation is GTE Corporation (the 
""Surv1ving Corporation"'} and following the Merger its name shall be GTE 
( · nrpnration 

• 



I 

l r 

aa:36 

212 764 2739 rc 13e26StJul7 

J As to each constatuent corporataon. ~he dr:~~gnattcn al\d numt>c.r cf 
OutSta.ndins shares of each class and se:nes and the vottog nghts thw::o( ~~ a.s follows 

Designation, pn 
value at~d number 
of shares in each Class or series of Shares entitled tO 

Name of cbs s: or sertes sha.l"es entitled to vote as a class or 
CofJX)tation outst.andin g vote seri~ 

Beta Ga.nuna Comma !_'I 

Corporation No Par Value Common. 
1.000 

I 
GTE Corporattoo Common 

Par Value $0.05 Common 
963,647,678 

4 The Certi!icat~ of lncal"pOrauon of we Survi .. ·•ng Corporation shall 
no1 b~ an:e~:~ded p1U$uantta the Merger. 

S The da~e when the Cc:niticate o( lncorporauoo of each coo~uruen1 
t..arporauon was fikd by the Department ofSute IS as follows: 

:JAM& OF CORPOMTIO~ 

Beta Gamma Corporation 

GTE Corporation 

DA. TE Of' JNCORPORA TIO~ 

July 24. 199& 

~ An Agreement and Plan of Merger (the ~Ma-gcr J\gre~menf" l date.i 
as of July 17, 1998. among Bell Atlanttc Corporation (the sole shareholder of Beta 
Gamma Corporation}. Beta Gamma. Corporation and GTE C01porauon v.·ll$ adoprcd 
-;,y each Nev. Yod•. constituen~ corporation in lhc folloWing manner 

(a) As ~o Bet_a Gamma. Corporation. by its Soard of Dw~c1ors ar;d t>• 
!he ~.narumo<Js "'1ttten consenl of ats sole shareholder i.n accordance wiili tn(" 
pri1'Jt~teons of Scctton 61 j of the Business Co:-poration lau. 

P,: 

(b) <\s to GTE Corpotauon, by 11~ Board orDirC'cro:s .md· ~~ " I •'I(' 

.f i11 least !wc•-tlnrds of lhc rssued 9J1d o::mtstandmg shares entitled to vote m 
.1. ,·, o.J.,ncc wtth th~ pn ... ,-,~~~·n~ .~fSecltQn !l03 of the Bus1ncss (c>rJIN<nioo [ :!" 

_________________ ...:__ .. __ ·-·--
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IN WITNESS WHEREOF, each ofBeus Gamma Corporation and GTE 
Corporation has caused this Certificate ofMerget to be duly signed on June 30, 
2000. 

BETA GAMMA CORPORATION 

By: ~~~--------~~~ 
Name: Ivan G. Seidenberg 
Title: President and Chief Executive 

GTE CORPORATION 

By: 
Name: Charles R. Lee 
Title: Clut.innan and Chief Executive Officer 
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CErTifiCATE OF INCORPORA~ION Flt:EO 
OF 

BELL ATLANTIC CORPORATION 

1. The name of the corporation is Bell 

Corpot'ation. 

2. The address of its registered office in the State 

of Delaware ls 100 West Tenth street in the City of Wilmingtont 

County of New Castle. The name of its registered agent at such 

address is The Corporation Trust Company. 

3. The nature of the business or purposes to be con­

ducted or promoted is to encage in any lawful act or activity 

for which corporations may be organized under the General 

Corporation Law of Delaware, including, but not limited to1 

manufacturing, processing, acqu:ring, owning, using, dealing in 

and disposing of personal property of every class and desc~iption 

(including holding, owning and disposing of stock or other 

ownership interests in other entities), engaging in research and 

development, furnishing services, and acquiring, owning, using, 

dealing In and disposing of real property of any nature whatsoever 

and any interest therein. · 

4. The total number of shares of all cla~ses of stock 

Which the corporation shall have authority to issue is 275 million, 

of which (i) 250 million shares shall be shares of Common Stock of 

the par value of Sl.OO per share {hereinafter called •common StockR), 

(iil 12.5 ~illion shares shall be shares of Series P~ef~rred Stock 

of the par value of Sl.OO per share (hereinafte~ c1l 

~referred Stoc~"} and (iii) 12.5 million share; .~~1' ihares 
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of Series Preference Stock of the par value of $1.00 per 

share (hereinafter cAlled •series Preference Stock"). 

The Board of Directors shall have the full authority 

per.mitted by law to fix by resolution dividend rates, redemp­

tion and sinking fund provisions and liquidation valuesJ full, 

limited or no voting powers: and such designations, preferences 

and relative, participating, optional or other special rights, 

and qualifications, limitations or restrictions thereof, of any 

series of the Series Preferred Stock and any series of the 

Series ~reference Stock that may be desired. 

5. The name and mailing address of the incorporator 

are as follows: 

R. Victor Bernstein 
19 5 Broadway 
New York, New York 10007 

6. The business and affairs of the corporation 

shall be managed under the direction of ~te Board of Directors. 

7. The Board of Directors is expressly auth~rized 

from time to time to make, alter or repeal the by-laws of the 

corporation. 

8. Elections of directors need not be by written 

ballot unless the by-laws of the corporation shall so provide. 

9. No action which may be taken by holders of 

Common Stock, either alone or with any other class of stock 

then entitled to vo~e with the Common Stock, at any annual 

or special meeting of stockholders may be taken without a 
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meeting unless a consent in writing, setting forth the 

a~tion so taken, shall be signed by the holders of all 

outstanding stock entitled to vote at a meeting for such 

purpose. 

ltl. The corporation reserves the riqht to amend, 

alter, c~ange or repeal any provision contained in this 

certificate of incorporation, in the manner now or hereafter 

prescribed by statute, and all rights conferred upon stock­

holders herein are granted subject to this reservation. 

THE UNDERSIGNED, being the inqorporator herein­

before named, for the purpose of forming a corporation pursuant 

to the General Corporation Law of the State of Delaware, does 

make this certificate, hereby declaring and certifying that 

this is his act and deed and the facts herein stated are 

true, and accordingly has set hereunto his hand this 6th 

day of October, 1983. 
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CERTIFICATE OF OWNERSHIP AND MERGER 

MERGING 

VERIZON COMMUNICATIONS, INC. 
(a Delaware corporation) 

INTO 

BELL ATLANTIC CORPORATION 
(a Delaware corporation) 

••••• 
Bell Atlantic Corporation, a corporation organized and existing under the laws of 

Delaware, 

DOES HEREBY CERTIFY; 

FIRST: That this corporation was incorporated on the 7th day of October, 1983, 

pursuant to the Genetal Corporation Law of the State of Delaware. 

SECOND: That this corporation owns all of the outstanding shares of the stock of 

Verh:On Communications, Inc., a corporation incorporated on the 7th day of December, 1999, 

pursuant to the Gl:lleral CoipOration Law of the State of Delaware. 

THIRD: That this corporation. by the following resolutions of its Board of 

Directors duly adopted at a meeting held on August 3, 2000, determined to merge with and into 

itself said V emon Communications. Inc.: 

RESOLVED. that, pursuant to Section2S3 of the General Corporation Law of the State 
of Delaware eoocL j, the Corporation is hereby authorized and directed to merge with and into 
it.selfV erizon Commuoications,lnc .• a Delaware corporation and a wholly-owned subsidia:ry of 
the Corporation (the "Subsidiaryj, and assume all the obligations of the Subsidiary; 

RESOLVED~ that, in cdnnection with and upon the effectiveness of the aforementioned • 
merger. the Corporation is hereby authorized to change its corporate name by amending Article 1 
of the Restated Certificate of Incorporation of the Corporation to read as follows: 

1. Corporate Name. The name of the cotporation is Vcri.zon Commllllications Inc. (the 
"Cm:porationj. 
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RESOLVED, that the aforementioned merger shall become effective upon filing of a 
Certificate of Ownership and Merger witb the Secretary of State of the State of Delaware; 

RESOL VED.lhat the proper officer of the Corporation is hereby authorized and directed 
to prepare and execute. in the name and on behalf of the Corporation. a Certificate of Ownership 
and Merger setting fo.nh a copy of the resolutions to merge tbc Subsidiary with and into the 
Cotpmation and for the CorporatiC?n to assume all of the liabilities and obligations of the 
Subsidiary, and the date of the adoption thereo~ and to cause the same to be filed with the 
Secretary ofStateoftbe Sta.lli; ofDelaware; 

RESOLVED, that. subsequent to the aforementioned filing of the Certificate of 
Ownership and Merger. pursuant to Section245 of the DGCL. the proper·o.fficer of the 
Corporation is hereby authorized; in the name of and on behalf of the Corporation; to prepare. 
execute and cause t9' be filed with the Secretary of State of the State of Delaware a Restated 
Certificate of Incorpomtion of the Co:poration restating and integrating the Certificate of 
Incorporation as theretofore amended; and 

R.ESOL VED FURTHER, that the proper officers of the Corporation are heteby 
authorized to take or cause to be taken any and all actions as arc necessary or appropriate to 
effectuate the provisions of each of the foregoing resolutions. 

FOURTII: Anything herein or elsewhere to the contrary notwithstanding, this merger 

may be amended ortenninated and abandoned by the Board of Directors o.fBell Atlantic 

Corporation at any time prior to the date of filing 1he Certificate of Ownbtship and Merger with 

the Secretary of State of the State of Delaware • 

. IN WITNESS WHEREOF, said Bell Atlantic Corp_oration has caused this Certificate to 

be signed by Marianne Drost. its Senior Vice President, Deputy General Counsel and Corporate 

Secretary, this 2/ s+ day of September, 2000. 

BELL ATLA.N1JC COPORATION 

.. 
By 'fCaA ADMl'f'-1~ 

Marianne Drost 
Senior Vice President, Deputy General 
Counsel and Corpomte Secretary 
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STATE OF DELAWARE 
SECRB'tAR1 OF STATE 

..,lVISION OF CORPORATIONS 
~L!ID 12: 00 PM 03/21/2000 

00!153565 - 3137829 

C£RmiCATE OF .AMENDMENT 

OF 

CEltmiCA TE OF INCORPORATION 

V erizon, Inc .• a corporation organized and e:dsting undt11' · and by virtue of the Gcnetal 

Corporation Law of the State of Delaware. 

DOES HEREBY CERTIFY: 

FIRST: That the Board of Directots of said cotpOration. at a meeting duly held, 

adopted a resolution proposing an~ declaring advisable the following amendment to the 

Certificate of Incorporation of said corpo[ation: 

RESOLVED. that the Certi.fica~ of Incorporation ofVedzon, Inc. be amended by 
changing the Article 1 thereof so that. as amended, said Article shall be and read 
as follows: 

''ARTICLE 1. 

NAME 

The name of the Corpot:ation is Vemon Communications, Inc., 
referred to in this Certificate of Incotp0t'3.ti.on as the Curpo.ration.t• 

SF.COND: That in lieu of a meeting and vote of stockholders, the stockholders have 

given unanimous written consenl to said amendment in accordance with. the provisions of 

Section 228 of the Gencnl Corporation Law of the State of Delaware. 

THIRD: That the aforesaid amendment was duly adopted in accordance with the 

applicable provisions of Seetions 242 and 228 uf the General Coypor.ttion Law of tb.e State of 

Delaware. 
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IN WITNESS WHER.aOF. the-undersigned has cat!Ud this certificate to be signed by 

Pacl B. Plnnkett, its President. this~ day of !"\ ..... rsL..... , 2000. 

VERJ:Zai~ DC. 

By.02m= 
Pa\.ll B. Plunkett 
!rs: President 

0S6(.46rll OJ 
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CERTIFICATE OF INCORPORATION 
OF 

VERIZON. INC. 

STAXE 01!' DELAWARE 
':I~'VJi' stlri~" -­

DIVISION OF CORPORATIONS 
FII.SJ') 04:30 PM 12/07/l$199 

991524157 - 3137829 

The undm:igned. of full age, for the purpose of forming a coxporation under and pursuant 
to thC' Delawatc General Corporation Law, and laws amendatory thereof and supplcmcntacy 
thereto, hereby creates a body corporate and adopts the following Certificate of Incbrporatiou: 

ARTICLE!. 

.NAME 

The name of me Corporation is V crlzon,lnc., referred to in this Certificate of 
Incorporation a the .. Corporation." 

AltTICLE2. 

REGISTERED OFFICE AND REGISTERED AGENT 

l'he address of the regjstemi office of the Corporation in the State of Delaware shall be: 
1209 Oranee Street. Wumington. Delaware 19801, in~ County of New Castle. The name of 
the CotpOmtion 's >egistered aaent at such address is The Corporation Trust Company. 

ARTICLE3. 

PURPOSES 

The purpose of the Corporation is to ensagc: in any lawful act or activity for which 
corporations may be organized under the General Corporation Law of Delaware. 

ARTICLE4. 

TERM 

The Corporation shall have perpetual existence. 

ARTICLES. 

CAPITAL STOCK 

The shares of capital stotk of the Corporation shall be subject to the foUowing: 

(a) The Corporation is authorized to issue one thousand (1,000} $hares of One Cent 
($.0 1) per share par value capital stock, to be held. sold. and paid for at $UCb times and 1n 
such JnB.nllt:f a:~ the Boartl of Directors may from time to time determine, in accordance 
with the laws of the State of:Oelaware. 
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(b) Ail shares of the Corporation are common shares entitled to vote and shall be of 
one class and one series having equal rights and prd'etenees in all matters. Each 
stockholder shall lmvc one (1) vote for each shan:: of stoc;k held. 

(c) Cumulative vo~ for directors is not permitted. 

(d) The stockholders oflhe Cotp)nltion shall not have preemptive rights. 

ARTICLE6. 

INCORPORATOR 

The name and mailing address of the: incorporator of tb~ Corponrti.on are as follows: 

Paul B. Plwtkctt 
Larkin. Hoffman. Daly~ Lindgren, Ltd. 
1500 Norwm Financial Center 
7900 Xerxes Avmue: Soutn 
Minneapcrus, Mitm~sota 55431 

ARTICL£7. 

DIRECTORS 

In furtherance and m:Jt in limitation of the rights nnd powe-rs confened by :statute', tlw 
following pwvisions reganting the rl&hts and powen of tb~ Corporation. the: Board of Directors 
and stockholdm shall apply to the Corporation: 

(a) The business and affairs of the Corporation sbaJl be .managed by or Wldet the 
diteetion ofthe Board ofPh-ectors. 

(b) The Board cfDir«:tors sbal.J consist of the number of directors provided for in the 
Bylaws. 

(c) Elections o( directors need not be by written ballot unless the Bylaws of the 
COlpQlC!tion so provide. 

(d) No dire<:tor of the Corporation shall be personally liable to th" Corporation or its 
stockholders for monetaty damages for breach of fiduciary duty as a director, except for 
liability (i) for any breach of the dircc;tor•s duty of loyalty to the Corporation or its 
stockholders; {ii) for ac1s or omissions not in good faith or that involve intentional 
misconduct or a knowing violation of law; fill) und.~ Section 174 of tbe Delaware 
General Corporation Law; or (iv} for any tmnsaction from which the director derived an 
improper personal benefit. No amendment to or repeal of this provision shall apply to or 
have any effect on the liability or alleged liability of Mrf director of the Corpotation for or 
with respect to any acts or omissions of the director oceurring prior to such amendment or 
repeal. If the laws of the State of Delaware are hereafter chllnged to permit further 
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elimination or limitation of the liability of directon:, then the liability of each director of 
tbe Corporation sbal1 thereupon be eliminated or limited to the fullest extent then 
pc.nnittcd by law. 

(e) The Board of Din:ctors shall ba;ve eoueurrent power with the stockholders to 
adapt. alter, emend or repeal the Bylaws of the Corpotation. 

(f) In addition to the powers and authority herein or by 1aw expressly c.onfetred upon 
them, the Board of Directors is hereby empowered to exercise all suc:h powers and do all 
such acts and things as may be exercised or done by the COiporation, subject. 
nevertheless. to the provisions of the laws of the State of Delawat'8, this CeW.ficate of 
Incorporation and any Bylaws adopted by the stoddlold~:rs~ provided, however, that no 
Bylaws hereafter adop1ed by the stockholdm shall invalidate any prior act t~f the Board 
of Dim:tors whicb would have been valid if such Bylaws had not been adopted. 

(g) Any eetion requited or permitted to be: taken at any m~::eting of the Boatd of 
Directors may be taken without a meeting if all mcmbetS of the Board of Directors 
co~t thereto in writing and the v.rriting or writings an: filed with the minutes of 
~d~ofilieBomdof~orn. 

ARTICLES. 

BUSINESS COMBINATIONS 

The CoJpOrati.on cltpressly elects not tO be governed by §203 of the General Corporation 
Law of the State of Delaware. 

ARTICLE9. 

AMENDNWNTOFARTIC~ 

The Corporation reserves the right at uny time, and from time to time, to amend, alter. 
change or repeal any provision contained in this Certificate of lnco;poration, and other 
provisions autborizt.d by the laws. of tile State of Delaware at the time in force may be added or 
inserted. in the manner now or hen:aftct prescribed by taw; and all rights. preferences and 
privileges of whatsoever nature confe:rcd llpO!l stockboldm. directors or any other persons 
whomsoever by and. J)umlant to this Certificate of lncoJpDl'lttion in its present form or 85 

hereafter amended are granted subject to the rights merved in this Article. 

I. the undcniened. being the incorporator fol' the purpose: of fomting 11 cotpOmtion under 
thl:' Jaws of the State of Delaware, do make, ft!e and n:wtd this Certificate of Incorporation. and 
do certify that the facts hmrin stated are true. and actOtdingly I have hereunto set my hand this 

~d')'ofllec..,bor,199,, ~.~ 

Paul B. Plunkett, lncorpotator 
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Purpose: 

When:. 

Where: 

PUBLIC MEETING 
New York State Department of Health 

To present the findi·ngs of a study of cancer in the 
Jericho Gardens area of Westbury, Nassau County 

Wednesday, July 14, 2004 
7:00p.m. 

Hicksvi-lle Middle School 
215 Jerusalem Avenue 
HicksviUe, NY 11801 

The New York State Department of Health (NYSDOH) has completed its review . 
of cancer incidence in the Jericho Gardens area of Westbury (ZIP Code 11590). This 
study was requested due to concerns about the f9rmer Sylvania Electric Products 
Facility, located adjacent to this community in ZIP Code 11801 (Hicksville). NYSOOH, in 
cooperation with the New York State Department of Environmental Conservation 
(NYSDEC), has arranged a public meeting to share the finding_s of this study with the 
community. Copies of the full report will be available at the meeting. 

In brief, the study examined patterns in newly diagnosed cases of cancer among 
residents of this community during the years 1980 through 1999. A total of 71 cancers 
were identified over this 20-year time period,· including 34 in males _and 37 in females. 
Cancers of the prostate, lung and colon and rectum are the most frequently diagnosed 
types of cancer among males in all of New York State, and cancers of the breast, lung 
and colon and rectum are the most frequently diagnosed types of cancer among 
females. In the Jericho Gardens area, the findings were similar. The most frequently 
diagnosed types of cancers in males were cancers of the lung, colon and rectum, and 
prostate. The most frequently diagnosed types of cancers among females were cancers 
of the breast, lung. and colon and rectum. Other types of cancer were also found, but 
the patterns of these were not unusual. The ages of the people diagnosed with cancer 
were similar to what is usually found, with the majority of people diagnosed at age.65 or 
older. Additional analysis showed that the number of people diagnosed with cancer 
over this 20-year time period was similar to the. approximate number expected based on 
the number of people of different ages living in the area. This review provided no,· 
evidence of any unusual patterns of cancer among people living in the Jericho Gardens 
community. 

If you have any questions about the cancer study, please call Ms:-4\ura Weinstein 
of the NYSDOH at (518) 474-2354. 



":..o..· ..... ~,... Site Update: Former Sylvania Electric Products Facility 

The Former Sylvania Electric Products·Facility, located at 70, 100, and 140 Cantiague 
.· .. · Road in Hicksville, rnanufactured nuclear fuel rods made of uranium and thorium between 
.···., 952 and 1966. Wastes from the manufacturing processes were reportedly disposed of on site. 
· The site is currently being investigated and remediated under voluntary cleanup agreements 

.· .·•·•····•.·.· between GTE Operations Support Incorporated and the New York State Department of 
·.· · Environmental Conservation (NYSDEC). 

The extent of soil contamination was initially.defined during investigations conducted from 
1999 through 2002. Results of these investigations and the plans for soil remediation were 
provided at public meetings that took place in May 2001 and December 2002. The primary 
contaminants found in the investigations are uranium, thorium, tetrachloroethane (PCE), 
trichloroethane (TCE) and nickel. 

. Soil excavation is. cwrrently in progress. The initial phase of the soil excavation will be 
. completed before the end of 2004. However, additional investigation is ongoing and it appears 

that additional soH excavation under certain buildings will be performed in the future. Measures 
are in place to ensure that workers, the general public and the environment are adequately 
protected during the remedial activities. 

The off-site groundwater is stifl under investigation. The primary contaminant in the 
on-site and off-site Sylvania groundwater plume is PCE, a chlorinated solvent formerly used at 
the site for degreasing. The analytical data show that the radionuCildes (uranium and thorium) 
have primarily remained within a few feet of the Sylvania site. Nickel has been detected in some 
of the on-site and off-site groundwater, and some of this is apparently attributable to the Sylvania 
site, although an additional source of nickel north of the site is suspected. , 

The solvent plume originating from the Sylvania site combines with a similar plume that 
originates at the adjacent General Instruments (GI) site. The Gl plume consists primarily ofTCE 
and dichlorobenzene, two other commonly used chlorinated solvents. There are apparently 
other, as yet unidentified, contributors in the area to this solvent plume. An off-site groundwater 
treatment system is currently being constructed to treat a portion of the plume attributable to the 
Gl site. 

A public supply well field for the Hicksville Water District ls located just over one mile 
downgradient of the Sylvania and Gl sites. PCE and TCE have been detected in the raw well 
water at this well field, although, since the groundwater investigation has not been completed, 
it is not possible at this time to determine the source of this contamination. The well water is 
treated at the well field to remove volatile organic compounds, inctuding PCE and TCE, prior to 
distribution to the public, making the well water safe to drink. The drinking water ls sampled 
periodically to ensure that it meets strict state and federal regulations. Sampling indkat~s that 
these wells are not impacted by nickel or radiological contaminants. 

For Additio.nal Site Related rnformation 

. Chemical Issues: Walter Parish, NYSDEC at (631) 444-0241 
Radiological Issues: Barbara Youngberg, NYSDEC at (518) 402-8579 



New York State Department of Health 
· Bureau of Chronic Disease and Epidemiology and Surveillance 

ADDRESS-SPECIFIC REVIEW OF CANCER INCIDENCE 
IN THE JERICHO GARDENS COMMUNITY 

TOWN OF OYSTER BAY, NASSAU COUNTY, NEW YORK, 1980~1999 

BACKGROUND 

In May 2001, the Cancer Sur.;eillance Program of the Bureau of Chronic Disease 
Epidemiology and Surveillance, New York State Department of Health, received a request from a 
concerned citizen to conduct a review of canc.er incidence. Of interest was the area around the 
former Sylvania Electric Products facility, specifically the Jericho Gardens community, which is 
located adjacent to the site in ZIP Code 11590 (Westbury) in Nassau County. The citizen was 
concerned over possible health effects from potential exposures to materials from the site .. 

The former Sylvania Electric Products facility, located at 70, 10.0, and 140 Cantiague Rock 
Road in Hicksville, manufactured nuclear fuel rods made of uranium and thorium between 1952 
and 1966. Wastes from the manufacturing processes were reportedly disposeq of on site. The site 
is currently being investigated and remediated under voluntary cleanup agreements between GTE 
Operations Support Incorporated and the New York. State Department of Environmental 
Conservation (NYSDEC). · 

In response to the citizen's request, an address~specific review of cancer incidence was 
conducted in the Jericho Gardens community for a 20-year time period, 1980 through 1999. This 
report describes the findings of the Cancer Surveillance Program's review for that area. 

METHQDS 

Study Plan 

An address~specific review involves the identification of cancers diagn·osed among residents 
at specified addresses during a given time period, followed by the review of the characteristics of 
those cancer cases in order to identify any unusual patterns. Characteristics reviewed include the 
type (anatomical site) of cancer, year· of its diagnosis, and age of the person at the time of 
diagnosis. Patterns that may be considered unusual include: 1) an un·usual number of cases of 
the same type of cancer; 2) two or more cases of a particularly rare type of cancer; 3) several 
cases of cancer among persons in. age groups where that cancer is not commonly found; 4) a large 
number of cases in a short time span. 

Study Area and Time Period 

People were included in this study if they lived at an address within the Jericho Gardens 
community at the time they were diagnosed with cancer. S~eets included Amber Court, Barry 
Drive, Bonnie Drive, Cantiague Lane, Cantiague Rock Road, -Hunters Lane, Jackie Drive, Laura 
Drive, Marilyn Lane, Marshall Lane, Maxwell Drive, Neil Court, Robbins Lane, Schulz Street, 
Sunnyside Lane or Wedgewood Drive (see map). The time period of the review was 1980th~ough 



1999, the most recent 20-year period for which cancer reporting was considered complete for 
analysis within small geographic areas at the time the study was initiated. · 

identification of Observed Incident Cancers 

In order to proceed with this review, it was necessary to identify all cases of cancer 
diagnosed among people residing in the study area between 1980 and 1999. The source for these 
data was the New York State Cancer Registry. The Cancer Registry contains information on all 
cases of cancer reported to the New York State Department of Health, as mandated by law. To 
identify all cancer cases within the study area, a listing of all cancer cases with ZJP Code 11590 
was obtained from the Cancer Registry. Each street address was then examined individually to 
determine whether that individual lived on any of the streets in the study area at the time of 
diagnosis.· 

FINDINGS 

A total of 71 cancers (34 in males and 37 in females) were identified among all males and 
females residing in the study area between 1980 and 1999. The most frequently diagnosed types 
of cancer observed among the males in the study area incfuded lung and bronchus with eight cases 
observed; colon and rectum with eight cases observed; and prostate with seven cases observed. 
Prostate, lung and bronchus, and colon and rectum are the most common cancers diagnosed 
among men in New York State. 

The most freq.uently diagnosed types of cancer observed among the females in the study 
area included breast with 13 cases observed; lung and bronchus with six cases observed and colon 
and rectum with fewer than six case·s observed. (To protect patient confidentiality, we are not able 
to disclose the exact number of cancer cases identified in an area when there are fewer than six 
observed cases). Breast, lung and bronchus, and colon and rectum are the most common cancers 
diagnosed among women in New York State. · 

Other types of cancer identified were cancers of the kidney and renal pelvis and 
lymphomas, along with some Jess common cancers. While some rare types of cancer were found 
there was no more than one case of any single particularly rare type. 

Cancer occurs at all ages, but most often in middle-aged and older people. The ages of 
the individuals diagnosed with cancer in the study area ranged from the 20s to the 80s. The ages 
were generally within the ranges in which we would expect to find the cancers that the individuals 
were diagnosed with .. More than 60% of the peopl·e diagnosed with cancer were 65 years of age 
or over. 

Numbers of cases were examined for 5-year intervals. No unu§ual number of cases was 
found in a short time period. A slight increase was found in the total number of cases diagnosed 
over each of the 5-year intervals. A similar increase has been seen throughout New York.·State 
and the nation. In general, the number of people diagnosed with cancer has increased over tt:le 
past 40 years. Most of this is due to the increase in the population and because people are living 
longer. 



DISCUSSION 

As mentioned above, there are certain features we look for when assessing whether 
unusual patterns of disease may be present The first is an unusual number of cases of the same 
type of cancer. The types of cancer seen among the residents differed and were generally those 
most frequently diagnosed in adults in New York State. Another indication of an unusual disease 
pattern is two or more cases of a particularly rare type of cancer. There were 19 different types 
of cancer diagnosed among residents of the study area. Among those were instances of rare 
cancers,·but no more than one case of any single rare type of cancer. This is similar to what we 
would expect to find in communities throughout the state. 

Other features examined included the age at whi9h cancer was diagnosed, and variations 
in diagnosis over time. The ages at which the residents were diagnosed with cancer were largely 
typical for the types of cancer they had. The cancers were diagnosed throughout the twenty-year 
time span, with no obvious increasing or decreasing trend when examined from year-to-year. A 
slight increase was found in the total number of cases diagnosed over each of the 5-year intervals. 
The increase is likely due to the increase in the population and because people are living longer. 

Examining cancer cases identified among residents of the study area can tell us if there are 
any unusual patterns in the cancers diagnosed, but it cannot tell us whether the total number of 
cancers diagnosed may be high (or low). To do this, we would have to compute the total number 
of cancer cases that we would expect to be diagnosed, given the population of the area. Since the 
area of concern was defined in terms of streets and not standard census units such as towns or 
census tracts, it is not possible to obtain information on the actual population of the area studied. 
As an approximation, we identified a group of U.S. Census-defined blocks, which are analogous 
to city blocks, that contain the majority of the' streets in the Jericho Gardens area. Block-level 
population· data by ag.e and sex are available for the 1990 and 2000 U.S. Censuses. The 
populations of these census blocks were then used to calculate the number of cancers that would 
be expected to occur over the period from 1980 to 1999 if people in this area developed cancer at 
the same rate as people in all of New York State, outside of New York City. Based on our 
calculations, we found that 40 cases of cancer would have been expected to have been diagnosed 
among males over this 20-year time period, compared to 34 actually identified. A total of 38 cases 
of cancer would have been expected to have been diagnosed among females, compared to 37 
actually identified. There is therefore no indication that the area is experiencing a greater overall 
incidence of cancer. 

A limitation of the study is the fact that cancer cases were identified only among persons 
who both resided in the study area and were diagnosed with cancer during the period 1980 through 
1999. Migration, that is movement of people into or out of the study area, could not be taken into 
account. 

This review thus provides no evidence of any unusual patterns of cancer among persons 
living in the Jericho Gardens community. 

General Cancer Information 

Cancer may result from either genetic or environmental influences or an interaction of both 
genetics and environment Examples of possible environmental influences include diet, smoking, 
and other lifestyle factors and occupation, as well as natural and man-made. cancer-causing 
substances-in the air, food or water. The development of cancer is usually a lengthy process. For 



many types of cancer, symptoms do not occur until1 0 to 30 years after exposure to cancer-causing 
agents. An agent that promotes the uncontrolled growth of cancer cells may cause cancer 
symptoms to be recognized in less time. 

Cancer, unfortunately, is a common disease. One of every two men and one of every three 
women will develop cancer during his/her lifetime 1 • The number of people with cancer is increasing 
in most communities because more people are living to the older ages, where cancer is more 
common. 

Much more research is necessary before the causes of cancer are well understood. 
Current knowledge, hqwever, suggests that the leading preventable cause of cancer is cigarette 
smoking. Dietary practices such as excessive alcohol consumption and the eating of high fat foods 
are also believed to be important In fact, tobacco and diet may account for as many as two-thirds 
of all cancer deaths2

• Other avoidable risk factors include excessive exposure to sunlight, ionizing 
radiation, and various occupational exposures to cancer-causing agents. 

It is important to realize that many cancers can be effectively treated if they are diagnosed 
at an early stage. Screening for cancers of the breast, cervix, colon and rectum, for example, helps 
to identify these diseases before the onset of symptoms and at a time when they are usually the 
most curable. Many persons could reduce their chances of developing or dying from cancer by 
adopting a healthier lifestyle and by visiting their physician for a cancer-related checkup. 

American Cancer Society. Cancer Facts and Figures- 2002. New York American ~ncer Society, 2002. 

2 
Doll Rand Peto R. The Causes of Cancer. Oxford; Oxford University Press, 1981. 



} ss.: 

John Canning } Deputy Town Clerk of the Town of Oyster Bay, and 

custodian of the Records of said ·Town, DO HEREBY CERTIFY that I have compared the annexed 
with the original paperwork for Section 11, Block 499 and Lots 96 through 
100: Surveys by Teas and Barrett dated 2/7/74; 2/12/81 and 7/20/81, 
C.O. A4639 dated 6/17/83 with Permit I03510 dated 7/6/81, Permit R23733 
dated 5/15/02 with application and associated paperwork and miscellaneous 
paperwork for Section 11, Block 499 and Lots 99 t·hrough 100. 

filed in the 'I!lmfJJ~~wcDept. of Planning and Development, Div. of Building 
and that the same is true transcript thereof, and of the whole of such original. 

In Testimony Whereof, I have hereunto signed 

my name and affixed the seal of said Town 

this 29th day of ugust, 2007 ~ 

~,~_ ~~'----~4-~b-~~~a 
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CERTlFJCATE OF O.CCUPANCY · No~A· 
·.. . . TOWN qi: 0.\'STE;{t!iiA,y . . . . . 
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. :ST:~.E;E;T~[)DHESS ~H Alpba Pl.!1:t._>; 
PQST'OF'F;'ICI;: :il'i. ,"ftl:.l;ii.V .i} 1 ~~, ·new t ,;o,_cl;: 
FOfl'BJJILOING LOCAIED ON THE TAX 

.1\ii,iPOF'THE TOWN OF oYSTER BAY IN 
-SECTION t! BLOCK .J:\:) LOTS .&-+- 7 'J 

BlJILDING PERMIT Np' . 

. ~~a~,;~;~~:N. No. 

P'ER~ilT oA.TE 
APPEAL ~OAflO No. 

DATE ,July 
io3;otQ 
1{];l8 
CHHn 
'.1/>5/HJ 

·Zone. ~~ 

(j;w.J 
This CERTIFIES that the Building located ~t 

l'<Ho· 1: s : .. d~i qt C<J-{l p.ag·u0 ·P.(i. 9(J;'J .-84' .lfln.rt h 
Pm;t John St,; Jli<.:lf~Ville_,. N~w ·y(._;~rK 

"·:·::· 
:,c~ed substantially in accordan~e wi!h the plans filed, for ~he.above . 

··,:-.. :~v· :·. 
: .:'' -~ -~ ·; . 
,., ···.··,\ ... '" 

',e·O'ccuPANCY CHANGE FROM THE AeovE LJMJTAriON oF l.JSE.Af'PLJCATION MUST BE MAiO:!E . 1;t1'H'I'CATE. .· . . . . . . ·-. . . . .. · . . . : .. · -. · ' ' ,. ' ' . 

•'' ,~.··· ~ ... ;;: ·:: ·. 
··I?.(UMB-ING•APPRQVAL No .. _,..c_ _ __:__;__~ 

· · uilloe:liiwRITERs:ci-:FJTIPICATE 
· .. •N:!f.iP.cti:·No, ... N0-<i1.r:~l'li.:~: ....... . 
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DEPARTMENT OF PLANNING & DEVELOPMENT 
DIVISION OF BUILDING 

TOWN OF OYSTER BAY-OYSTER BAY, N.Y. 11771 

Application For 

CERTIFICATE OF OCCUPANCY 
!2..-~-~z.. Date ........................................... .. 

l'/(7 
~-

IMPORTANT 
TURN 
OVER 

_..., ANDREAD 

To the Superintendent 
Division of Building 

7mSmOCTIONS 

Town Hall, Oyster Bay, N.Y. 11771 

Sit: 
The undersigned, as owner, or agent for owner, respectfully 

requests that final inspection be made and a Certificate of Occu- . 
pancy be issued for the (new-altered) building located at 

. li LfCjA qff' Sect1on .................................... Block ....................... < ....................... Lots ..... ::··· .. 'Jf····· ....... . 

1~!.:1.):1.:.. side of ... CC:.':::-!..T..c.~ .. 0?.::.!::. /(Q .. r:;,l< .... BQ . ... Street at a point 

.. 1..1!!2. .... feer .iJ..o.i1TA of... .. 0.:: .. s.:?.T ... ~ .. ?.d .. J. ...... Sl.tf~~ ... L .............. . 
(nearest intersection) 

Building Permit No.l.9.. .. ?. .. 'ifLQ Plumbing Pellmnt No.I?. .. !.Ll1 . 

Electrical Cenffia.te No.:i.f:5 .. ~.i .. 7. .. ; ................. (hereto attached) { 

signed.L~ .. s..e.~ ..... 0.~5.P.S.~.~ .. !..!.~ .. 2 ........ f:.~ ... s ... :CI? .. ~fl.i.1 t..... 
Address .. [f;i~·%·~~!~·-'?1~(.CS:~~-~~-;~-·7·z .. i···-............... . 

No Certificate of Occupancy will be issued unless Appl:ica~_on is romplege, 

See reverse side. 



ISSUED TO OWNER 

CERTIFICATE ·OF OCCUPANCY 
TOWN OF OYSTER BAY 

DEPARTMENT OF PLANNING & DEVELOPMENT 
DIVISION.OF BUILDING 

TOWN HALL, AUDREY AVENUE 

OYSTER BAY, N.Y.11771 

NAME ',:~~·:·~:-,):· ::·-~ ~·wr( .,::···:· BUILDING PERMIT ~o. 
APPLICATION No .. 
RECEIPT No. 

STREET ADDRESS ;. ! ; 1 ; .. ·, ~-:··l ,, ·'·'' 

:~~TB~~~~~G LOCAT~b·8~~f:j~ tA~' ;· .. ,.!/ "i ;· PERMIT DATE 
MAP OF THE TOWN OF OYSTER BAY IN APPEAL BOARD No. 
SECTION, . BLOCK:: 'fl LOTS "'·. 

' ' ': ~- ·, 

jl639 No. A ____ _ 

DATE T·~·~ !• .. ;.\ '·~··, : ·:r.~··t 

r. ~-~~~::·., ~ Q 
~) -~. •'t• 
' ... ~ 
L .1 o~~ -~-

d i '";:~ !~.,~ ·:. 

Zone 

This CERTIFIES that the Building located at /:'w,, t .. ,, i.,:; e '"'t ·C:~~~ q l. '1 ;-1 p '.! ,,. C.:! , ·A(.'·"'') ':\ .• . ·,:--• : '· i· ·· •. , r 

was constructed su~stantially in accordance with the pl:·n'i'hi~d ·j~/f~~ ~~~ve 'Buli~~~~-~~r':n\t:aia lo ~1r'';~qul~~~~~ts 
of The Building ·zone Ordinance and The Building Code of ·the Town of Oyster Bay. and the occupancy is limited to the 
follo~ing use: Class 

----~~~~~~~~~~--~~~~~~u_~~~~~~~--~~~~---

·,: :· ·~- 1. ."'t ·~··. ; 

SHOULD THE~OCCUPANCY CHANGE FROM THE ABOVE LIMITATION OF USE, APPLICATION MUST BE MADE 
coR NEW CERTIFICATE. 

PLUMBING APPROVAL No. ;_c";" (<:,\ ';' 
UNDERWRITERS CERTIFICATE 
N.B.F.U. No .. ,.~!'~:.:~~;;·~i-:-~ .. 1. •• :",:-.. 

DEPARTMENT OF PLANNING & DEVELOPMENT 
DIVISION OF BUILDING 



I"AY~-:'l~"'J!~-" TOWN OF OYSTER. BAY, 
DEPARTMENT OF PLANNING & DEVELOPMENT 

OWISION OF BUH.DlNG 

SUii .. DlNG 
AUDREY AVENUE, OYSTER BAY, NEW YORK 11771 

.) 

-ler,mJ.ssio.n gra·nte4 <for the ory CHHH:ll"&t~ tilt~to:p 
warebo;u.se 445 1 x 180' wit>h 1nezzannlr-telll. 4h x. 7'2' and a:P x 28.61 1 typ~ 
2 b eonst:.ruetion C~l and C-4 PCCtiJ.}tiney f' In.s:tall 36 .pltunbing f htur~s per 
eQ.~e,, U-W.e., 13 LAV., 4-UR., 4..,$~;..S., 3-S.Y,, l.-5. Ins·tall 15 leaehintJ 
r;e~l$ and 1 Qil &epal'ator. Must CQ.ffl'ply wfth ~~. Y .s. E111e·rgy Consel'vatiq.n Cl:Hf·lll, 
S·up~rvis!on af·fi.davi t required. 
PCJ"mU lJHJ.st be f!OShd on job. 
Mu.st ~ive 24 houl's IH>tlae by m<JU hr in:!!J.I-ee·:tion. 

IO'l'tUkC HEVIEWt l?rovide' }5. parkit.tg e.;tdls 10 1 x .20' aRd 156 f.tal'kint~ 'I! tall$ 
9 1 X 2,0 1 

• 



CHECK SHEET TOWN OF OYSTER BAY BUILDING DIVISION 

00872 APP. # _______ _ 

--7 "':1':.' (./ RECEIPT # ; , ,, / c> f I 

YPE OF PERMIT ---------~'L-V-<--:_ ?,CZJU-K_::_:::_~_ ~tJ(K02{-=. ~,__ ---------------

'/ { -F I 

•ROPER & COMPLETE FORMS ----------
,tJRVEY ------- BLDG. PLANS __ _,!,/'""---_-_ 

,IC. APPROVAL ----~- COMPENSATION 

!AIL ------- COUNTER ----- OTHER INFORMATION -------

CHECKED BY ----------------

~ARD AND FOLDER FROM FILE -------

IJOARD OF APPEALS EXPIRES -----:----­

lONING REVIEW: ~w.&li 3s.$_..- /JiJL·lll...~ ;f;d.z 
.T/Il ~ ~ f I 

_6'1&1ld ctx ao '~ -

ZONE _ _;_if_"----

BLOCK . - PRECAST ---- NO. UNITS _;._· t;,.__ __ SE.M'IC TANK --­

VALUE OF CONSTRUCTION _,._$..~.~r:;· c>~tf"':~r--=-O..!<g'-"3::.......· -('~()"---PLUMBING NO. OF FIXTURES .3b 

TOTAL NO. OF BURNERS ----- OIL ---- GAS ___ __;._ 

SEWER CQ."!NECTION NEW ......--- SPRINKLER--'''----- MAIN SIZE ----

OIL TANK INSIDE--~- _!JAUGE ~ CAP. GALS. - Construction lJI Sf_· <> v· 
' OIL TANK OUTSIDE---- GAUGE ---·- CAP. GALS • .::=:__ Plumbing i7· "' 0 

B.urner 

Tank ~ l'li 'fOC 

Sanitary ClY<J· o 0 

H.W. HEATERS <-------- OIL ·--

CHECKED BY . ]J2i!fll~~~ · 
0 

GAS------

Plb£ C A /(,.. 0 0 

Const c.o ;o t;?.<J (J 

_f 
'rtf3!& TOTAL 



CONTRACT 1293 AND MODIFICATIONS 

-~· 

0 Letter Contract No. AT(30-1)-1293, dated December 10, 1951 

OA Contract AT(30-1)-1293, Appendix B, dated December 10, 1951 

OB Letter Contract No. AT(30-1)-1293, Modification No. 1, dated January 25, 1952 

1 United States Atomic Energy Commission Press Release, dated January 28, 1952, 
"ABC Announces Contract With Sylvania For Expanded Research And Development 
On Nuclear Reactor Materials." 

lA Letter Contract No. AT(30-1)-1293, Modification No.2, dated March 14, 1952 

1B Letter Contract No. AT(30-1)-1293, Modification No.3, dated April9, 1952 

1C Letter Contract No. AT(30-1)-1293, Modification No.4, dated May 15, 1952 

lD ' Letter COntract No. AT(30-l)-1293, Modification No.5, dated June 26, 1952 

2 Draft Contract No. AT(30-1)-1293, dated July 11, 1952. 

I 2A Letter Contract No. AT(30-1)-1293, Modification No.6, dated August 11, 1952 

--\ 
i 2B Letter Contract No. AT(30-1)-1293, Modification No.7, dated September 30, 1952 

2C Letter Contract No. AT(30-1)-1293, Modification No.8, dated October 31, 1952 

2D Letter Contract No. AT(30-1)-1293, Modification No.9, dated November 30, 1952 

2E Letter Contract No. AT(30-1)-1293, Modification No. 10, dated January 13, 1953 

3 Memo from R. W. Cook toW. E. Kelley, dated January 29, 1953, regarding Approval 
Of Award Of Contract No. AT(30-1)-1293 With Sylvania Electric Products, 
Incorporated. 

3A Contract No. AT(30-1)-1293, executed March 10, 1953 (effective as of December 10, 
1951) 

3B Contract No. AT(30-1)-1293, Amendment No.5, dated July 1, 1953 [this appears to be 
a typographical error] 

4 Contract No. AT(30-1}·1293, executed August 10, 1953 [this maybe a typographical 
error] (effective as ofDecember 10, 1951) 

4A Contract No. AT(30-1)-1293, Amendment No.1, dated June 19, 1953 



5 Letter from United States Atomic Energy Commission toW. E. Kingston, dated 
September 1, 1953, regarding Approval For Outside Work. 

5A Letter from United States Atomic Energy Commission to W. E. Kingston, dated 
September 1, 1953 

5B Contract No. AT(30-1)-1293, Amendment No.2, dated September 29, 1953 

5C Contract No. AT(30-1)-1293, Amendment No.3, dated October 29, 1953 

5D Contract No. AT(30-1)-1293, Amendment No.4, dated November 25, 1953 

5E Memo from P. J. Hagelston to J. E. Gray, dated December 2, 1953, regarding Sylvania 
Flat Plate Program 

5F Contract No. AT(30-1)-1293, Amendment No.1 to Appendix B, dated December 7, 
1953 

-" ·--- ·-

5li Modification No: 6, Supplemental Agreement to CohtractNo. AT(30-l)-1293, dated 
March 17, 1954 

5H Modification No.7, Supplemental Agreement to Contract No. AT(30-1)-1293, dated 
June 8, 1954 

6 Ground Rules For Sylvania's Outside Work Done At Hicksville Under The 1293 
Contract. 

7 Letter from E. S. Norris to Curtis A. Nelson, dated June 17, 1954, regarding DCF 
4986. 

7A Memo from J. C. Clarke to G. Edwards, dated June 24, 1954, regarding Mod. 7 to 
Contract AT(30-1)-1293 with Sylvania Electric Products, Inc. 

8 AEC Contract Book, Summary of Contract AT(30-1)-1293, dated June 30, 1954. 

8A Modification No.8, Supplemental Agreement to Contract No. AT(30-1)-1293, dated 
July 1, 1954 

9 Letter from Curtis A. Nelson to E. S. Norris, dated July 6, 1954, regarding June 17, 
1954 Correspondence. 

10 Memo from John V. Vinciguerra to Files, dated July 6, 1954, regarding Meeting On 
Sylvania Proposals. 

11 Letter from J. C. Clarke to E. S. Norris, dated July 7, 1954, regarding Transfer Of 
Contract No. AT(30-1)-1293 To Savannah River Operations Office. 

2 



12 Memo from N. J. Donahue to W. Davis and P. J. Hagelston, dated July 14, 1954, 
regarding Revised Estimate Of Cost Of Canning LMF Slugs At SRP. 

13 Letter from Paul J. Hagelston to Winston Davis, dated August 10, 1954, regarding the 
Status Of Sylvania (Hicksville) Production Contract. 

14 Background Summary On Sylvania-Contract AT(30-1)-1293, dated August 12, 1954. 

15 Memo from P. J. Hagelston to Winston Davis, dated September 14, 1954, regarding 
the Status Of Sylvania Contracts--Hicksville And Bayside. 

16 Memo from Paul J. Hagelston to Winston Davis, dated October 29, 1954, regarding 
Progress Report On Sylvania Contract AT(30-l)-1293-Hicksville. 

16A Modification No.9, Supplemental Agreement to Contract No. AT(30-1)-1293, dated 
November 15, 1954 

16B Sylvania Electric Products, me. Contract No. AT(30-1)-1293 (As amended by 
I 

Modifications 1 thru 8 and as proposed in Modification No. 9) (undated) 

16C Document entitled, "Sylvania Electric Products, fuc. Prime Contract AT(30-1)-1293" 
(undated) 

17 Letter from R. C. Blair to Walter E. Kingston, dated December 17, 1954. 

18 Letter from R. C. Blair to Walter E. Kingston, dated June 30, 1955. 

18A Modification No. 10, Supplemental Agreement to Contract No. AT(30-1)-1293, dated 
July 1, 1955 

19 Letter from R. C. Blair to E. S. Norris, dated October 20, 1955, regarding Modification 
No. 10 To Contract AT (30-1)-1293. 

20 Modification No. 12, Supplemental Agreement to Contract No. AT(30-1)"'1293, dated 
November 1, 1955. 

21 Memo to Files, dated November 21, 1955, regarding Meeting At NYOO Re Sylvania. 

22 Memo to Files, dated November 23, 1955, regarding Meeting At Bayside Re Sylvania-
Hicksville. 

23 Savannah River Operations Office Contract Data Book, dated December 31, 1955. 

24 Letter from E. S. Norris toR. C. Blair, dated January 20, 1956, regarding Modification 
No. 11 To ContractAT(30-1)-1293. 
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25 Memo from R. C. Blair, dated January 23, 1956, regarding Placing Work Under 
Contract No. AT(30-1)-1293 With Sylvania Electric Products, Inc. At The Hicksville 
Plant. 

26 Active Contracts With The Sylvania Electric Products, Inc., ($25,000 or more), dated 
as of July 31, 1956. 

26A Letter from E. S. Norris toR. C. Blair, Attention P. J. Hagelston, dated August 8, 
1956, regarding Contract AT(30-1)-1293 Proposal For FY 1957. 

26B Memo from Paul J. Hagelston to James S. Hopkins, dated August 14, 1956, regarding 
Contract AT(30-1)-1293 Proposal For FY 1957. 

26C Letter from W. E. Kingston toR. C. Blair, dated September 5, 1956, regarding 
Contract AT(30-1)-1293-Proposal For Additional Work. 

27 Memo from Paul J. Hagelston to James S. Hopkins, dated September 11, 1956, 
regarding Contract AT(30-1)-1293-Proposal For Additional Work. 

- - . 

28 Summary of Contract No. AT(30-1)-1293, Savannah River Operations Office, dated 
February 21, 1957. 

29 Scope and Status of Work and Dollars Under Modification 14 and 15 Contract 1293, 
Sylvania, dated February 27, 1957. 

30 Letter from Garth W. Edwards toR. C. Blair, dated March 26, 1957, regarding 
Supplemental Agreement to Contracts AT(30-1)-1293 And AT(30-1)GEN-366. 

31 Modification No. 26, Supplemental Agreement to Contract No. AT-30-1-GEN-366 
and Modification No. 16, Supplemental Agreement to Contract No. AT(30-1)-1293, 
dated April1, 1957. 

31A Letter from Howard M. Cohen to James T. Ramey, dated May 15, 1957, regarding 
Contractual Examples In Support Of Dr. Davenport's Testimony On Present ABC 
Indemnity Policy. 

31B Memo from E. J. Bloch to Harold L. Price, Loren K. Olson, and DonS. Burrows, 
dated April10, 1958, regarding Extension Of Statutory Indemnification To Sylvania-
Coming Nuclear Corporation, attaching a Memo from R. C. Blair to R. E. 
Hollingsworth Through E. J. Bloch, dated April4, 1958, regarding Sylvania-Coming 
Nuclear Corporation, Extension Of Statutory Indemnification. 

31C Memo from H. L. Price to E. J. Bloch, dated April25, 1958, regarding Comments On 
Extension Of Statutory Indemnification To Sylvania-Coming. 

32 Indemnity clause, dated June 26, 1958. 
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33 Letter from Winston Davis to Walter E. Kingston, dated August 17, 1958. 

34 Letter from B. J. Bloch, dated May 19, 1959, regarding Proposed Elimination Of ABC 
Option To Purchase The Hicksville Plant In Contract AT(30-1)-1293 With Sylvania-
Coming Nuclear Corporation (Sylcor). 

35 Sponsored Task No. CH-4, Contract AT(30-l)-1293, Appendix "C", Work Under 
Paragraph 2 of Article I, dated July 1, 1959. 

36 Memo from L. D. MacKay to James J. Wise, dated July 23, 1959, regarding Sylvania-
Coming Nuclear Contract AT(30-1)-1293 Appendix "C" Agreement. 

37 Memo from L. D. MacKay to C. L. Karl, dated August 17, 1959, regarding Sylvania-
Coming Nuclear Contract AT(30-1)-1293 Appendix "C" Agreement. 

38 Sponsored Task No. CH-4, Modification No. 1, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated September 11, 1959. 

I 
I . ··-·- -·· . ·---------~·--- ---· '·------~--·-- --·· ·----·-~- ------·· ---·---·----------

39 SponsoreaTask No. CH-4, Modification No.2, Contract AT(30-l)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated December 14, 1959. 

40 Sponsored Task No. CH-4, Modification No.3, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated March 15, 1960. 

41 Letter from John W. Ruch toR. G. Humphries, dated March 30, 1960, regarding 
Sylcor Contract Extension. 

42 Memo from R. G. Humphries to J. W. Ould, dated June 13, 1960, regarding Extension 
Of Oak Ridge Portion To Contract AT(30-1)-1293, Appendix C-Sylvania-Coming 
Nuclear Corporation. 

43 Sponsored Task No. CH-4, Modification No.4, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated June 30, 1960. 

44 Sponsored Task No. CH-4, Modification No.5, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated September 30, 1960. 

45 Sponsored Task No. CH-4, Modification No.6, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated February 6, 1961. 

46 Sponsored Task No. CH-4, Modification No.7, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated April28, 1961. 

47 Memo from N.J. Donahue to File, dated June 5, 1961, regarding Contract AT(30-1)-
1293, Scope ofWork--Mark V-B Program. 

5 



48 Sponsored Task No. CH-4, Modification No.8, Contract AT(30-l)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated October 3, 1961. 

-

~ 
49 Modification No. 29, Supplemental Agreement to Contract No. AT(30-l)-1293. 

49A Contract AT(30-l)-1293, Appendix B to Modification No. 29, revised December 1, 
1961, Under Modification No. 30 

50 Memo from James S. Hopkins toR. C. Blair, dated January 10, 1962, referencing 
Modification No. 29. 

50 A Modification No. 29, Supplemental Agreement to Contract AT(30-l)-1293, dated 
January 11, 1962 (authorized on January 10, 1962) (effective as of October 1, 1961) 

51 Letter from R. C. Blair to D. B. Metz, dated January 12, 1962, referencing 
Modification No. 29 Appendix "B". 

52 Sponsored I~~kNI:). CH-4, Modification No.9, (o~tr~<.;_L.t\J(30-l)-1293, AppendiL_ - I 

"C", Work Under Paragraph 2 of Article I, dated February 26, 1962. 

53 Sponsored Task No. CH-4, Modification No. 10, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated March 28, 1962. 

53 A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised Aprill, 1962, 
' Under Modification No. 31 .. . ' 

' '"'''" 

I 

53B Modification No. 30, Supplemental Agreement to Contract No. AT(30-l)-1293, dated 
AprilS, 1962 (authorized on April 5, 1962) (effective as of December 1, 1962) 

54 Unsigned Affidavit of D. Boyd Metz, dated May 1962. 

54 A Modification No. 31, Supplemental Agreement to Contract No. AT(30-l)-1293, dated 
May 31, 1962 (authorized on May 10, 1962) (effective as of April!, 1962) 

55 Contract No. AT(30-1)1293, Appendix "A", dated August 13, 1962. 

56 Review Of Sylcor Proposal DCF 2150-H For Period October 1, 1962 To September 
30, 1963, dated September 13, 1962. 

57 Sponsored Task No. CH-4, Modification No. 11, Contract AT(30-l)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated September 28, 1962. 

57 A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised October 1, 
1962, Under Modification No. 32 
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58 Memo from A. Y. Morgan to J. S. Hopkins, dated October 21, 1962, regarding Review 
Of Sylcor Proposal For Period 10/1/62 - 9/30/63. 

59 Memo from A. Y. Morgan to J. S. Hopkins, dated January 10, 1963, regarding Review 
Of Sylcor Proposal OfDCF 2223-H December 20, 1962. 

60 [This section intentionally left blank] 

61 Memo from John V. Vinciguerra, dated December 7, 1962, regarding Extension Of 
Contract AT(30-1)-1293 With Sylvania Electric Products, Inc. 

62 Sponsored Task No. CH-4, Modification No. 12, Contract AT(30-1)-1293, Appendix 
"C", Work Under Paragraph 2 of Article I, dated December 19, 1962. 

63 Revised pages 17 and 21 of Appendix "A", Contract AT(30-1)-1293, dated February 
11, 1963. 

------.-.:-- . ~------~---
63A Modification No. 32, Supplemental Agreement to Contract AT(30-1)-1293, dated 

' February-18-~ci963 (effective as of October 1, 1962) (non-conformed copy) -

63B Modification No. 32, Supplemental Agreement to Contract AT(30-1)-1293, dated 
February 18, 1963 (effective as of October 1, 1962). 

64 Letter from D. B. Metz toR. C. Blair, dated February 27, 1963, regarding DCF# 2260-
H. -

64A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised March 1, 1963, 
Under Modification No. 33 

65 Memo from A. Y. Morgan to J. J. Wise, dated March 6, 1963, regarding Review Of 
Sylcor Proposal DCF 2260-H. 

66 Letter from D. B. Metz toR. C. Blair, dated March 22, 1963, regarding DCF #2271-H. 

67 Memo from A. Y. Morgan to J. S. Hopkins, dated April12, 1963, regarding Review 
Of Sylcor Proposal DCF-2271-H. 

67A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised May 1, 1963, 
Under Modification No. 34 

68 Modification No. 33, Supplemental Agreement to Contract AT(30-1)-1293, dated May 
17, 1963 (effective as ofMarch 1, 1963). 

68A Modification No. 33, Supplemental Agreement to Contract AT(30-1)-1293, dated May 
17, 1963 (authorized on May 2, 1963) (effective as ofMarch 1, 1963) 
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69 Letter from W. R. Mandaro toR. C. Blair, dated May 29, 1963, regarding DCF# 2322-
H. 

70 Memo from A. Y. Morgan to J. S. Hopkins, dated June 14, 1963, regarding Review Of 
Sylcor's Proposal P-63-4 Dated May 28, 1963. 

71 Modification No. 34, Supplemental Agreement to Contract AT(30-1 )-1293, dated 
August 23, 1963 (effective as ofMay 1, 1963). 

71A Modification No. 34, Supplemental Agreement to Contract AT(30-1)-1293, dated 
August 23, 1963 (authorized on August 23, 1963) (effective as ofMay 1, 1963). 

72 Letter from R. C. Blair to D. B. Metz, dated September 27, 1963, authorizing Sylvania 
to proceed with proposed work programs in accordance with the applicable terms and 
conditions of Contract AT(30-1)-1293, as amended. 

72A Contract AT(30-1)-1293, Appendix B to Modification tloJ_2_9_, revisedQc_tober 1,. 
1963,{]nder Modification No. 35 

-

73 Letter from Randall G. Erdley to Roland A. Anderson, dated October 2, 1963, 
regarding Extension Of Contract AT(30-1)-1293 With Sylvania Electric Products, Inc. 

74 Memo from A. Y. Morgan to J. S. Hopkins, dated November 21, 1963, regarding 
Review Of Sylcor Proposal P-64-2. 

75 Letter from Randall G. Erdley to D. S. Zachry, dated December 12, 1963, regarding 
Contract No. AT-(30-1)-1293-Sylvania Electric Products, Inc. 

76 Memo from A. Y. Morgan to J. S. Hopkins, dated January 7, 1964, regarding Sylcor 
Proposal P-64-2. 

76A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised February 1, 
1964, Under Modification No. 36 

77 Modification No. 35, Supplemental Agreement to Contract AT(30-1)-1293, dated 
February 28, 1964 (effective as of October 1, 1963). 

77A Modification No. 35, SupplementalAgreement to Contract AT(30-1)-1293, dated 
February 28, 1964 (authorized on January 21, 1964) (effective as of October 1, 1963) 

78 Letter from Randall G. Erdley to Roland A. Anderson, dated March 10, 1964, 
regarding Extension Of Sylvania Electric Products, Inc.- Contract AT(30-1)-1293. 

79 Memo from A. Y. Morgan to J. S. Hopkins, dated March 13, 1964, regarding Sylcor 
Proposal P-64-4. 

,. 
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80 Modification No. 36, Supplemental Agreement to Contract AT(30-1)-1293, dated 
April20, 1964 (effective as ofFebruary 1, 1964). 

80A Modification No. 36, Supplemental Agreement to Contract AT(30-1)-1293, dated 
April20, 1964 (authorized on April2, 1964) (effective as of February 1, 1964) 

81 Sylvania Electric Products Inc., Sylcor Division, Hicksville, New York, Proposal To 
AEC SROO, Use Of Government Owned facilities In Performance Of Private 
Commercial Work, dated April20, 1964. 

82 Letter from G. L. Moran to Dr. Glenn T. Seaborg, dated May 1, 1964, regarding Cost 
Reduction For Contract No. AT(30-1)-1293. 

83 Letter from Randall G. Erdley to Roland A. Anderson, dated May 7, 1964, regarding 
Modification No. 36-Supplemental Agreement To Contract AT(30-1)-1293 With 
Sylvania Electric Products, Inc. 
- --- ---· ----~---- -- ·--· - ---- -- - ~ 

84 Memo from A. Y. Morgan to J. S. Hopkins, dated June 20, 1964, regarding Review Of 
Sylcor Proposal P-64-~6. · -

84A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised June 30, 1964, 
Under Modification No. 37 

- --

84B Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised August 1, 1964, 
Under Modification No. 38 

85 Modification No. 37, Supplemental Agreement to Contract AT(30-1)-1293, dated 
August 24, 1964 (effective as of April1, 1964). 

85A Modification No. 37, Supplemental Agreement to Contract AT(30-1)-1293, dated 
August 24, 1964 (authorized on June 30, 1964) (effective as of April1, 1964) 

86 Memo from A. Y. Morgan to J. S. Hopkins, dated August 27, 1964, regarding Review 
Of Sylcor Proposal P-64-7. 

87 Memo from A. Y. Morgan to J. S. Hopkins, dated September 24, 1964, regarding 
Review Sylcor Proposal P-65-1. 

88 Letter from Randall G. Erdley to Roland A. Anderson, dated September 29, 1964, 
regarding Extension Of Contract AT(30-1 )-1293 With Sylvania Electric Products, Inc. 

88A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised October 1, 
1964, Under Modification No. 39 

89 Modification No. 38, Supplemental Agreement to Contract AT(30-1)-1293, dated 
October 14, 1964 (effective as of August 1, 1964). 
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89A Modification No. 38, Supplemental Agreement to Contract AT(30-1)-1293, dated 
October 14, 1964 (effective as of August 1, 1964) (non-conformed copy) 

90 Modification No. 39, Supplemental Agreement to Contract AT(30-1)-1293, dated 
November 24, 1964 (effective as of October 1, 1964). 

90A Modification No. 39, Supplemental Agreement to Contract AT(30-1)-1293, dated 
November 24, 1964 (effective as of October 1, 1964) (non-conformed copy) 

91 Appendix "B" To Modification No. 29, Contract AT(30-1)-1293, Revised January 1, 
1965, Under Modification No. 40. 

. 91A Agreement, effective as of January 1, 1965, regarding Use Of Government Owned 
Facilities In Performance OfPrivate Commercial Work. 

92 Memo from A. Y. Morgan to J. S. Hopkins, dated January 20, 1965, regarding Review 
Sylcor Proposal P-65-2 (Revised). . 

93 Modification No. 40, Supplemental Agreement to Contract AT(30-1)-1293, dated 
February 26, 1965 (effective as of January 1, 1965). 

94 Letter from R. E. Hollingsworth to John T. Conway, dated May 17, 1965, regarding 
Termination Of Contract. 

--:.\ 

94A Undated Telex from F. P. Baranowski to R. C. Blair, regarding Commission Approval 
Of Termination of Contract 1293. 

95 Letter from W. R. Mandaro, dated May 19, 1965, regarding The Closeout Of Contract 
1293. 

96 Letter from W. R. Mandaro to All Employees, dated May 19, 1965, regarding the 
closeout of Contract 1293. 

96A Contract AT(30-1)-1293, Appendix B to Modification No. 29, revised June 1, 1965, 
Under Modification No. 41 

97 Letter from W. R. Mandaro toR. C. Blair, dated August 19, 1965, regarding Estimate 
Of Costs For Work Associated With The Termination Of Contract AT(30-1)-1293 For 
The Period Of August And September 1965. 

98 W. G. Crowley handwritten notes, dated September 3, 1965, regarding the Closeout Of 
Contract 1293. 

99 Telegram from R. C. Blair toW. R. Mandaro, dated September 17, 1965, regarding 
Amendment To Contract AT(30-1)-1293. 
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100 Memo from A. Y. Morgan to J. S. Hopkins, dated September 20, 1965, regarding 
Revised Sylcor Proposals P-65-3 and P-66-2. 

101 Letter from W. R. Mandaro toR. C. Blair, dated September 23, 1965, regarding 
Proposal For Extension Of Contract Work Beyond September 30, 1965. 

102 Handwritten draft letter from W. R. Mandaro to Blair regarding Proposal For 
Extension Of Contract 1293 Work Beyond September 30, 1965. 

103 Contract 1293 Termination. 

104 Contract AT(30-1)-1293 Contract Closeout Proposal-CPFF Basis And draft. 

105 Handwritten notes regarding Contract 1293 Closeout. 

106 Letter from R. C. Blair toW. R. Mandaro, dated October 1, 1965, regarding Expiration 
Of Contract AT(30-1)-1293. 

107 Letter from R. C. Blair toW. R. Mandaro, dated November 12, 1965, regarding 
Proposed Modification No. 42 To Contract AT(30-1 )-1293. 

108 Draft Letter to J. Wise, dated November 22, 1965, regarding Contract AT(30-1)-1293-
Termination. 

109 Modification No. 41, Supplemental Agreement to Contract AT(30-1)-1293, dated 
November 29, 1965 (effective as of June 1, 1965). 

110 Letter from R. A. McFeely, dated November 30, 1965, regarding Completion Of All 
Work Under Contract AT(30-1)-1293-Sylvania Electric Products Inc. 

111 Letter from W. R. Mandaro toR. C. Blair, dated December 6, 1965, regarding Contract 
AT(30-1 )-1293-Termination. 

112 Letter from Milton Boll toR. C. Blair, dated December 6, 1965, regarding 
Mo(#fication #42, Contract AT(30-1 )-1293. 

113 Modification No. 42, Supplemental Agreement to Contract AT(30-1)-1293, dated 
December 15, 1965. 

113A Modification No. 42, Supplemental Agreement to Contract AT(30-1)-1293, dated 
December 15, 1965 (effective as of October 1, 1965) (non-conformed copy) 

114 Letter from Randall G. Erdley to Roland A. Anderson, dated December 15, 1965, 
regarding Expiration Of Contract AT(30-1 )-1293 - Sylvania Electric Products, Inc. 

115 Letter from R. C. Blair toW. R. Mandaro, dated December 16, 1965, regarding 
Settlement Under Contract AT(30-1)-1293. 

11 



·.··~ 
116 Letter from W. G. Crowley to A. Y. Morgan, dated December 16, 1965, regarding 

·>"".;:i Closeout Of Financial Affairs Under Contract 1293. 

117 Modification No. 43, Supplemental Agreement to Contract AT(30-1)-1293, dated 
January 14, 1966. 

117A Modification No. 43, Supplemental Agreement to Contract AT(30-1)-1293, dated 
January 14, 1966 (authorized on October 26, 1964) (effective as ofDecember 16, 
1965) (non-conformed copy) 

118 Telegram, dated June 29, 1966, referencing the Final Release And General Assignment 
Of Contract AT(30-1)-1293. 

119 Final Release, Contract No. AT(30-1)-1293, dated June 29, 1966. 

120 General Assignment Between Sylvania Electric Products Inc. and the United States 
Atomic Energy Commission, dated June 29, 1966. 

121 Letter from G. H. Giboney to L. Joe Deal, dated May 2, 1973, regarding Radiological 
Cleanup And Site Disposal Actions, with attachments 

122 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated February 4, 1963. 

123 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated March 6, 1963. 

124 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated April2, 1963. 

125 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated May 2, 1963. 

126 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated June 5, 1963. 

127 Monthly Report on Nuclear Metals Inc. and Sylcor Divixion, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated July 8, 1963. 

128 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated August 8, 1963. 

129 Monthly Report on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)-1293, dated September 5, 1963. 

130 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated October 4, 1963. 
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131 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated November 4, 1963. 

132 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated December 6, 1963. 

133 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated January 8, 1964. 

134 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated February 4, 1964. 

135 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated March 4, 1964. 

136 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated April3, 1964. 

137 Monthly Reports on Nuclear Metals Inc. and Sylcor Division, Sylvania Electric 
Products Inc.- Contract AT(30-1)- 1293, dated May 1, 1964. 
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. UNITED STATES 
ATOMIC ~ERGY COMMISSION 

New York Operations Office 
P.O. Box 30.,~ Ansonia Station 

New Yor:,k· 23, New York 

·. \ Responsive Record 25 

. GC:CHS:sw · 
.AT(JO=l)-129) LETTER CONTRACT. NO. AT(30-1)..;1293 

Sylvapia ·Electric Products; Inc. 
P. 0. Box 6 
Bayside, Long Island, New York 

Attention: Dr. W. E. Kingston 

Gentlemen: 

Dated: ·December 10, 1951 . 

~-

1. This letter, subject to your written'acceptance~ sets forth 
the initial agreement between THE UNITED STATES OF AUERICA (her~:;inafter 
ref.erred to as the 11Government11 ) acting through the Atomic Ene:rgy Coilllllission . 
(hereimi.fter referred to as the "Conunission 11 } and· SYLVANIA ELECTRIC PRODUCTS, 
INC. {hereinafter referred to as the "Contractor") in anticipation of a 
definitive contract under which the Contractor (i) shill .conduct studies, .. 
experimental investigations, and other research and development· work, with 
res:r)ect to the establ.ishment end operation of a pilot plant for the evalua-
tion of the. following~ · 

a •. The production feasibility of preparing uncanned hot,.. 
pressed uranium slugs, 

b. The production feasibility of canning beta-treated con­
ventional uranium· slugs and powder metallurgy uranium 
slUgs by elevated temperature, pressure~canning tech~ 
niques; 

.... _ ;. 
Response to 

FOIA (SR) - 04-028 .. . . .,; ..... ; ~ ..... .:.....::::'"""-



.·· 
r-- - ·-
~ . .·. . ' . 
; ·:.- . 

-r--' 
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: .. ~-- ~:. ', .. 

_:.:,. 

--- -~·d -{~i} '~sh31~: -~-~-k~J.i·~~~~-~-:-.~~l~~~ -~cih :.a pilot plap'l;:.,-· · It~:L~:·c(-oi·.J:rr:.',:'"'!·' -;-,· fJ-1•;; . .,,~,,.,,,,~, 
· :t¢mp;L~tedi th~t-~ th·e·.:-t9regoln'f(woi;k~\viU· :d~mp#str~te ;: ·fuE{ .te'~:ibiii · . _. 

:- ·; o.r' nop..::feas,.bility of' a.arge:, s.d~le .J)r,oquct19n. by, among other .:t\lin~:' ' 
- · _; · :·: ::.:.·x~:;~:t·-:_:~Y~:: - ·_::: _: _- -, :· : ~ . . - · · _ .->. . .:·_ -· -~-.-

· aa. -~ D_~tei'Jiii~itig: the · practic ~pili ty· of production .. ·. Y.-' ·u.--. 1-.P!'ll:l::_liL}".·; 

-::_·\';:_.·, .. '\~i,t:;,::'•.o'::·-::,,·:<.·.:. --- .. - .. ::.--; .. ·-,;co .. _· 

bb. · -Proy·ip_iri·g:~fic;ient -samples for stat:\;stical~- quality~:.-.- :_ · · ._. 
-- ··an._al:Y~i:sL·- :' - : · ·- _ ~--- - . _ - : -· - · · -__ - · : ~ _;f , ____ \>·.·: ::.'{ 

. pe_terrirl.rdng ·the_ -hE3'al th· :md, safety requireme~t'~;'_-' 1 "!"> · . ..:.-.-~:.,,): .. 
! ··~- . : --~ cc. 

dd-;. 
I : 

- -

Prqvio~g. adequate. CC?St data- for complete proceSS. -
-an81y5es.~ · 

. . ···· .. : . . · 
·. ,._ . 

. I .. · 

2_. _Pending the execution of said.definitive qo.ritrac~ and t~ the 
-extent requested by the Colllllli~sion f:ro1n. time t<;> time, the Contractor sh~.d 

-· enter upon., arid ,continue,. performance of said work. 

~--/ 

3. All. applicable arti9les arid provisions re.qtrlXed by law~ ;reguia- . 
tion or Executive Order· to be ·included· in Goverrment contracts fot the type 
of work described in paragraph 1 above are mcorporated herein byf reference. 

. . 

. L. Negotiations have been undertaken~ and will be continued, for, 
the execution of. said definitive contract which will supersede this letter· 
contract. It will include all provisions and articles mentioned in parag~aph 
3 hereof and such other detailed terms and conditions a.S the parties agree 
upon which may or may not be at variance with the provisions of _.this letter 
contract. 

5. Pending the execution of said definitive contract, (i) the­
Contractor's expmdi ture.s, ·purchase orders_, subcontracts or o_ther commit­
ments :in its perfonnance hereunder shall ·not exceed Eight Hoodred Thousand 
Dollars ($800,000.00) in the aggregate, and (ii) pa)1lll~nts on account, not in 
the aggregate exceeding said. limiting amount,_ will be made by the Govel!lmertt 
as the work progresses in· accordance -with estimates (prepared by the. Contrac-:-
tor and approved by the Commis-sion) -of th~ cost to the Contractor of work · 

. performd. · · 

6. (a) In case said definitive contract is not executed by -­
January 31, 1952, (or any subsequent date mutually agreed upon) this letter 
contr~c:t will terminate on the stated date or such subsequent date, as th:i 
case· may be. 

(b)- The Colllillission illay by written notice at any time tenninate 
this letter contract. 

- 2 
: . ..... 

_. _, . 

. • s 1 •• • 
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·_ < --~. . :~. ---~-~~~ :~;~:?~~--~:~~~~~r-,~---~-.. ~ -~ :~ .; ;-~-: . . . . ; ··' 
''"'-'-'-'U.Ltl:l_ .: .. to··~all·.P,t:qpe:ftiApec;t ally pro,.,·,,...orc :}ry';~;!{l}!~:i~~J.op 

. . con-t:ract:: and the ··entire·. . 
.. hereund,~r.·. shal~ 'pas if dir.ectly· 

- suppliers .·W' . . . t and::. shall remain. the property ·o.(_ t.t le.: .. :Go;v:e:rmnerl't 
-.Title to a11 .oth~r:· property- -furnish.e ci by .too Con tt:"aGtor ' in _ . . . . . 
. letter contract;·ari.d. 'the· entire acquisition cos-t of which is dfrec;:tly recoverable ' 
hereunder shaJ.l pass to the Government at the respective ttines of sUCh f\lr- '-

. nishing . a'ld ·shall rem~in the property of the· Government.. · 

·_ _ (c). All technical data (incluili..ng, without being resy,ricted to 
drawings,· design~, specifications, inemo.randa ~d notes), of what~ver kind 
or nature furnished or prepared by the Contractor purs1.1ant to or developed in 
connection with its performatree under this 1etter contract, . shall be (as and 
when prep~red) and remain the· property of the Government. 

_ . (d) All items of propertt referred to in sub;..paragraphs (a) and 
(b) of this paragraph, including products, by-products, work-in-process, resi~ 
dues, s·alvage, wastage and scrap resulting therefrom, and .all data referred to 
in sub-paragraph (c) of this paragra,ph, are hereinafter referred to -cui •.•Govern-
ment property-11 • · 

(e)·· The Contractor shal.l promptly notify too Commission of any loss 
or destruction of or damage· to Government property,- but not of any consumption 
or materials and supplies in its perfonnance under this letter contract, nor of 
811.Y lost,· d~stroyed or damaged technical data which are w_orthless from ·thiac___ ·­
standpoints, to 1Vit: monetary, practical, and secur::i.. ty. The Contrilc-tor shali , . 
not be liable to the Government f_or any damage to, -or loss or destru~tion of, 
Government property, provided such damage} loss, or destruction is not due to 
any act· or failure to act, on the part of a then corporate officer of the 
Contractor, which.is tantamount to wilful misconduct or gross negligence;. 

- 3 -
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S. (a) Whenever any invention or discovery is made or conce~vt:d 
"tJ t;he Contractor or its employees in the course .of any of the work unde:r­
this letter contract9 the Contractor shall furnish. the Commission vdth CDill=-­

plete information thereon~ and the. Commission shall ·have the sole power· to 
determine whether or not and where a patent q-::>plication shan be filed~ and 
to determme tne disposition of the title to and the ngh'Ls under any appli-. _ 
cation or-patent that mayresult; provided 9 however 9 that the Contractor, 
iri any event 9 shall retain at least a non-exclusive 9 il-revoca:ble 9 royalty­
free license_ under said invention.9 discoveryj application~ or patent~ such 
license being limited· to the mapufacture 9 - use 9 and sale for purposes other 
tha-1 use .in the production· or utilization offissionable material or atomic 
energy. Subject to the license retained by too Contractor 9 - a5 provided in 
this paragraph 9 the judgmmt of the Commission on these matters shall be 
accepted as final; and the Con~ractor for itself and for its employees 9 

agrees that the invmt.or or inventors will execute all documents and do all 
things· necessary or proper to carry out the jud.gmerit of the Connnission. 

. . (b) No claim for pecuniary award or compensation lder the pro-
visions of the .Atomic Energy Act of 191,6 shall be assert-ed by the Contractor 
or its employees with respect to any invention or discovery made or conceived 
in the course of any of the work under this letter contracto 

(c) Except as otherwise authorized in writing by· the Co-mmission¥ 
the Contractor will qbtain patent agreements to effectuate the purposes of · 
sub-,paragraphs (a) and (b) of this paragraph 8 from all persons who perform 
any part of the work under t.J-:lis letter :contract9 except such clerical and 
manual .laoor personnel as wili not have access to technical data. 

{d) Except as otherwise authori~ed in writing by the Commission, 
the Contractor .will insert in all subcontracts provisions making this para- · 
graph 8 applicable to the subcontractor and its employees. 

o.(a) It i.s understood that u!1.authorized disclosure of aiy~ or 
failure to safeguard all. top .secret) secre:t 9 confidential and restricted 
matter specific.ally indorsed as 11Security Information" that. may come to the 
Contractor or wy person under its control in com1ecti6n with the work under 
this letter contract9 may subject the Contractor9 its agents 1 employees and 
subcontractors to criminal liability under the laws of the United states. 
See the A toinic Eriergy Act of 1946 (Public Law 585 = 79th Congress). See also 
Title 18 9 United.Statef Code 9 Sees~ 5and 11~ Sees. 791 to 797, both inclusive1 
Sees. 2381 to 2390j both inclusive 9 an-d Sec. 3241; and Title 50 9 United States 
Code y Sees. 40 and 42. · 

~-•--• • r • ,, -
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(b) The Contractor ~grees to ccnform to all security regula­
tions ap.d requirements· of the Commission~ Except as the Commission may 
authorize, in· accordance with the provi~ions of the Atomic Energy Act of. 
1946, the Contractor agrees not to permlt any individual to have access 

. to restricted d~ta "Until the Federal .Buteau 0£ Iri.vestigation shall have 
made an investigation and report to the. Coinmissiori on the character, asso- · 
Ciati:ons and loyalty of such individual arid the Commission shall have de- · 

. termined that pe:rmHting such person to . have ~ccess ·to restricte'd data 
will not endanger the common defense or security. · The ·term '-'restricted 
data« as used· in this sub-paragraph means all data concerning the manufacture 
or. utilization of atomic weapons, the production of fissionable material,· · 
or the: use of fisstonable ma:teriai. in the production of power.? but shall 
not include any data which the Commission from. tiioo to Mine determines may 
be·published without adversely affecting the conunon defense and security:. 

. (c) The Contractor shall insert in all subcontracts under.this 
letter contract, and in other agreements entered into by the Contractor if 
the scope thereof involves classified data, provisions. similar. tiJ the text 
of subparagraphs (a) and (b) above. ·i • · 

lO~(a) The Commission shall have the right to inspect in such 
manner and at such times as it deems .appropriate all activities of the Con­
tractor arising in the course of the work "under this letter contract. 

(b) The Contractor shall make such reports to the Commission, 
with respect to the ·contractor's activi ~ies under this letter contract, as 
the Commission may ·require from" time ·to time. 

llo The Contractor agrees to conform to all health and safety 
regulations and requirements of th'e Commission. The Contractor shall take 
all reasonable. steps and precautions to pr0tect health and minimize danger 
from all hazards to life anc;i property.? and shall make all reports and permit 
all inspections as provided in. such regulations or requirements. 

12. '):'he Contractor shall. not subcontract any part of the work -it 
is obligated to perform under.- this letter contract, except as· authorized in 
writing by the Commission. All subcontracts hereunder shall be subje·ct to, 
and· submitted for, Commission approval. The Government reserves the ·right 
from time to time by Written notice front the Commission to the C9ntractor· to 
make any or all coinmi tments or classes of commitments hereunder other than 

·subcontracts subject to, and to require their submission fory Commission ap­
pr-oval. 
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13~ Except as otherwise specifically provided in this letter 
contract, all disp~tes which may arise tinder or in connection with this 
letter contract, and which are not disposed of by mutual agreement, shall 
be decided by a representative of the Commission duly·authorized to ad­
niinister performance of the undertakings hereunder, who shall· reduce his 
decision to writing and mail a copy thereof to the. Contractor. Said 
de;cision shall be final and conclusive on the parties hereto, subject to 
the right of the Contr~ctor to appeal as provided for in the sentence next 
folloldrtg. Within 30 days from this mailin·g~ the Contractor· may appeal in· 
writing to the Commission~ whose written decision thereon, or that of its 
representative, representatives or board duly authorized to detennine such 
appeal· or such an appeal, not incll.lding the· representative mentioned in the 
first sentence of 'this paragraph, shall be final ·and conclusive on the 
parties hereto. Pending and· subsequent to the decision on any. dispute 
under or in connection with this letter contract which may arise prior to 
completion of the Contractor's performance hereunder, the Contractor shalt 
diligently proceed with· the performance of its· undertakings under this 
letter contract. Expenses incurred by the Contractor in connec1(i.on with 
the submittal of. disputes. far initial decision· and/ or for appell.ate decision 
under this paragraph shall not be recoverable under this letter contract. 
In .connection with any appeal procedure urider this paragraph, the Contractor 
shall be aS forded an opportunity to be heard and. to .offer evidence in sup-
port of its appeaL · · 

ih. The tenns "Atomic Energy Commission" and 11 Com:inission" as used 
herein mean the United State·s Atomic Energ;y Commission or its duly authorized 
representative or representatives. 

15 •. This ·letter, executed. in triplicate on behalf of the Governmemt, 
is forwarcte·d to you for your consideration. If satisfactory, it is requested 
that the following acceptance. form on copies 1 and 2 hereof be executed on . 
behalf of your company and that Such copies be returned to this of.fice as 
promptly as· possible. · Copy 3 is for your retention. 

Accepted as of the lOth day 
of December~ 1951. 

SYLVANIA EI~ECT . C PROOOC~~ INC. 

By: L?~- t:Lzt ' 
Its~·~~~·-· 

· · (Title) . 

Very truly yours, 

THE UNITED STATES OF AMERICA 

BY: Ua .S. ATOMIC ENERGY COMMISSION 

By: 0. <::.t.u~ 
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Appendix 1B1 

I ~ 

·Contract AT(J0-1-)-1293 

Dated: December 10, 19)1 . 

.Scope of Work; 

A. Design and construct a pilot plant capable of producing 100-200 
slugs per 8 hour day and evaluate results metallurgically and 
production-Wise. By Feb~?-ry ·1, 1953 the above should be accom­

. plished for. uncanned' uramum slugs pressed from uraniil:ffi hydride. 
By April 1, 1953 the .above should be acc.omplished for slugs 
pressed from liranium powder. · 

B. I)esign, construct and demonstrate the feasibility of.a pilot 
line for pressure canning slugs. This applies to .met·al powder 
slugs·as w~ll_as beta heat ·treated and machined slugs and should 
be accoinpiished by .Ap.ril 1, 195.3. · · 

c~ Design, construct and d~monstrate the feasibility of a pilot/·. 
line. for 8n s];ugs v.rith test quantities only and evaluate rekts. 
The above should be accomplished by JU.ne -_3o; .1953 ~ 

. . . 

D. Begin the -me.chanization .~f the pllot.plant using technical 
advancements and simplifications gained in the"perforrnarice of" 
A and B above. This should be done ·cbncU.rrently with the prog­

. ress. on A; B and . C. 

E. Attempt to·demonstrate. the feasibility of a simultaneous 
and. ca.. .. ming. technique. for uranium slugs.. 'l'his should be 
by ~eb~a~y 1, 195J.: 

r 

Accepted as:.of 10 December ·19.51 

Sylva 

By: 

j . : . . ·:··~~:~~-~: ... · .. 
. :: ~ , 

.. ,· -~, .. , t · .. .. . . . ~ . 

:· .. 
(""'"; ~t -
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Attenti·on: ·.Dr. W •.. E. KingsM~ · 

Gentlemen: 

·Reference is made to Letter -~;,.,.,+ .... ~~~~~~¥f::¥f~:;u:;p%i~~~~~~!ffi~~~:J. 
1951, .w}_lereby· you undertook to conduct·. cert~n studies, experimental in­
vestigations, and other research and development work~ 

·Subject to :your written acbeptan:C.~ the .date 11Ma:rch 15, i952" is substituted 
~.for· the date 11 January .3.1, 195211 in paragraph 6( a) of said .. Letter Contract • 

This.· letter, executed in triplicate oh behalf of ·the Unite(LStates, is for=. 
warded to. youfor your consideration. If sati~factory, it is requested 
that .. the. following. accept.ance fo1'111 on copies 1 and 2 hereof be· executed .on 
be_h~:f o:f your comp.any· <'irid such· copies returned to this office· as p·ram:ptly 

. as possil;>le. ·Copy 3 i.s ro"!.~ your retention. Such acceptance will. con-
. stitute. this lette!' an amendment. of said Letter Contract 1:,o. tne. extent set. 
·forth -herein. 

~HE VNITED.STATES OF AMERICA 

ATOMIC ENERGY CO~ITSSION 

·, ••... j_ 

··• ... ·,_.,:-:_:_ ··-- .·. · .. 

SRQO Response to 
FOIA (SR) - 04-028 
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UNITEr. STATES ATOMIC ENERGY COf.fMISSION 
New York'Operations Of'fice 

70 Columbus Avenue 
New York 23, N. Y. 

FOR RELEASE A.M. 

66427 

INFORMATION FOR THE PRESS 
No. 58, Japuary 24 1 1952 
Tel. No. PLAZA 7-3b00, Ext. 259 

.t-fonday, January 28, 1952 

A.EX:! lu1NOUNCES CONTRACT WITH SYLVANIA FOR EXPANI'ED 

RESEARCH J~D DEVELOPMENT ON NUCLEAR REACTOR MATERIALS 

NEW YORK, January 27, --- The United States Atomic Energy 
Commission has contracted with Sylvania Electric Products Inc. 
for an expanded program of research and developmen4 in the field 
of nuclear reactor materials, it was announced jointly today by 
Wilbur E. Kelley, Manager of the AEC's Now York Operations Office, 
and E. Finley Carter, Sylvania Vice President in charge of 
Engineering. 

The 1~ work will be carried out by Sylvania's Atomic Energy 
Division, a new unit of the Company established to facilitate 
the broadened progra~. Walter E. Kingston, formerly Manager of 
Sylvania's Metallurgical Laboratories at Bayside, N. Y., has been 
appointed Director of the Atomic Energy Division. 

The new contract supplements the current AEC work at Sylvania's 
Metallurgical Laboratories which has been in progress since 1948. ·· 
In general, the expanded program will cover research and . 
development on the physical properties, metallurgy, and behavior 
or materials used in nuclear reactors. 

'· 
"Because the Sylvania work is mostly of a classified (secret) 

nature we cannot reveal any of its details at this time,"" 
Mr. Keiley said. "It does not, however, involve any toxic, 
radiologbal, or explosive hazards, and, like much of our work, it 
may have application in both the military and non-weapon fields." 

"All research and development now being done by Sylvania for 
the A~ is being consolidated in the Atomic Energy rivision," 
Mr. Carter said. "Headquarters of the new Division will be at 
Sylvania Center our 56-acre research site at Bayside. We now 
are building a 5o,ooo-square-foot laboratory there that will house 
the administration and staff of the new Division as soon as the 
building is complGted late this Spring. 11 

At the present time, Sylvania has approximately 200 persons 
attached to the Atomic Energy nivision. When the AEC program is 
in full operation, it is expected there will be about 500 persons 
on the staff. 

# 
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. · • ·.·.· •• ~i~~!6x~Och,i~ Pr~uc~; !ll~~ · 
-Bayside, LOng Island_, New York 

AT'.IENTION: · nr. W. E. Kifigst,'ori · 

· Gent"rerrien: ·. 

:R,eference is m4de to ~ttej:; Contrac-t; No. AT(3ci-l)-129J, da,tE~d Decan:bei- io~ 
. i951_~ l-Th~reby you undertook to conduc:"t certain studies, . experimental inves-

·. ti_gations, and other research "and development. work~ . 

Subjec-t.-~· yow viritten _acp~pt.ance~ the date 11Ap:rll.l5; ·1952" is substituted. 
·fbr .th~ da~e ~:f.'Jarch-15, 1952 11 ill ·paragr~ph_ 6(a)" of s·aid Letter Contract. as 
previously modified by Modification No. i thereto • 

This 'ie'_tter; e:x;ecu.ted. .. in tripli'c.ate ·on behali of :the: U:nited states, is for­
warded_ to you for "yol.ir considera-tion. If satisfactory,. it is request~d that 
.t,_he_:, following ac-ceptance form on copies I and 2 hereto be executed on behaif' 
of_· yol.lr cOiilpany and -~uch copies retu~ec:i_ to tl.lis office as promptly as po~:si­
bie.~ .. ·.Copy 3 is for your retention. Such acceptance will constitute tn_is . 

. . I&tter. an amehdmi:mt of sa::i..d Letter Contract to the extent. set forth hereiri. 

Accepted: April 1, 

_ . s.t'LV~NJt ffiTil 
~. Ey: \_}.JZ_ 

THE UNI'IED STA'IES OF .AMERICA 

By: . UNITED STA ,. ATOMIC ENERGY COMMISSION 

//~·-·. 

. ·' .··-··· 
..... /} /::: ·._ - •. . .; 

--~ 

,-~k: ";\;~#Ji,,;,~ 
~.:::']::,.-:::---::.-~.-·~. / :{h, . __ ;:':':!:::i:~~~ 
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GC: IjL:"i~rw 
AT(36~i)~i293 

. UNITED STATES _ 
ATONIC :ENERGY COMMISSION 

New Y~rk .oP~~at:fons or£ice. 
P~ o. Box-~30 - Ansonia statio-n 

New York 23, Nffif--York · · 

: - ---·- -'-. -~-----

-. Responsive Record 22 

.LE~TER ro~TRACT N<>o AT(30..:1)-129J 
Modification No. 3 
:batecit April 9, 1952· 
.----~--------------·---. ----:-·----

Sylvania ~ectric Products, Inc. 1 WS!'f' ~<'rSS!F!G!\710'·' qeViEW 
1st ReYiew Oat~i ·-·-.-· £8 t( .. O~t~r~ination (Circle Number) p·. o". Box 6 · 

. . 

Author}}Y:, D .... ADJ:~ ADD 1. Classification Unchanged · 

Name~--- 2. Classification Changed To: 

2nd Review o·ate: l . 

·Baysid,e, LOng isiand, New Yo :ric 

ATTENTION: Dr. w. E. Kingston 

Gentlemen: 

. Ref~~ence ia made to Letter Coritrac~~-~~~~-~~~~,~.~~~~~~~~~==~ 
·1951, Whereby :rou undertook to conduct certain s che.s;' experimental in­
vestigations, and other research and development worko . 

Subject to yoU;I" written acceptance, the date 11May i5, l952 11 is substituted 
for the date "April 15, J$2.« in paragraph 6{a) of said tetter Contract. as 
previously modified by Hodifications Nos. 1 and 2 thereto .. 

This Letter, executed in tripli-cate on behalf of the· United States, is for­
warded t0 you for your COitsid.eration. If satisfactory, it is requested· that_ 
the -following acceptance. f,onn on copies 1 and 2 ·hereof oe executed on behalf 
of your company ahd such copies returned to this offf"ce as promptly as po~isi-
ble •. Copy 3 _is ior your retention. Such acceptance will const1tute. this . 
Letter an amendinent of said Letter Contract to the extent set forth herein. 

Very truly yours, 

THE UNTII'ED STATES OF AMERICA 

Accepted• N'. 1952 

SYLVANIA ELJ!DmiC ODUCTS, INCe, 

it-'l..IC ENERGY COMMISSION· 

. . to 
FOIA (SR) - 04-028 
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. AT~30!'"i)-129.3-

-I:' 

uNITED SJrATES 
An'OMIC ENERGY COMMISSION 

New-York Gper~tions Office 
P .. ·oo- Box 30 - Ansonia Station 

New York 23, New York 

Sylvania Electric- Products, Inc. 
P. ·o. Box 6 
Bayside, Long Island; New York -

ATrENTION: ·nr. w:. E. Kingston 

Gentlemen: 

. ~ -~., ..... ...., 
(/~ 

~ -~~ 

, her· 
~ference is made to Le:tter Contr _ , _ DOcomber iO., 
1951, .whereby you undertook to conduct cert~n studies, experimentU in­
vestigations, and other r~se~ch and development ~rork. 

Su'Qject to your written acceptance; the date "June 30, 195211 is substituted 
for the d:it.te "May 15 _, 1952." in paragraph 6( a) of srld !.otter -Contract -.:s 
previously modified by Modification Noso 1; 2 and 3 theretoo 

~his Letter, executed in triplicate on behrlf of the Unit.ed States,_ is for-
. ~ded to you for yo~ consideration. If satisf:ictcry, it is_ requested that 
the following acceptance form on copi.~s -1 ~'ld 2· hereof be e;xecuted on heha.l.f 
of your company and such copies returned to this office as promptly ~s possi­
ble._ Oopy 3 is for yoUr retention. Such acceptance wil1 constitute -this 

. Letter an a.inendment of. said Letter Contract to the er~nt set forth hereino 

INC. 

Accepted: ~' 1952 

SYLVANIA ~CTifi.C PRODUCTS, 

By: ---J\/Okl~_;...;.~-~--·-----
~ . 

Title: _--ll.....:/\-l-:~;;;;.;;~~-...;; ... _:..:.· ..;;•:...." .....;:""':::· =-----

Ver,t ~ily yours, 

THE UNITED STATES OF AlviERICA 

By: UNITED STATES /ldOMIC ENERGY .COMMISSION. 

'7~1h& .· - .. · -

SROO Response to 

. ~~~) -.~4-028 
. . - --~ -
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GC:IJL:sh 
A'r (30-1·) 7-1293 

• ~ -· ... J. -· --·-······ •• ' 

UNITED .. STATES 
ATOMIC ENERGY COMMISSIOi'l. 

New York Operations.Off'ice. 
P.o. ·Box .30, Ansonia Station 

New York" 23, New ·York · 

Respon~ive Recprd. 20 

'~<.Sll · · · 8t!l:¥:Hf 
,-... ·· 

LETTER ·cONTRACT -No~ AT(JO.;..l)'-l29J 
Modification No~. 5 

v.:::.:t:c ~.:::.~L:-.:::;:::1..~: .. _:__::--~"'·.r::r:.\:!~l.~-- - :.~ . 
Sylvania Electric Pro~ucts, Inc. 
P •. 0. Box 6 

. · .loetermination_ (Circle Numbdr) 

. 1. Classification Unch?nged 
Bayside~ Long Island, New York 

ATTENTION: Dra W~ E. Kingston 

Gentlemen: 

Reference is made to Letter 

· . 2. Classification Changed To: · 
Name:-t.~:::....J.d:1.fi-..,..-f;~ 

·d· ted December 
experimental in-

·subject to your 1rl!'i tten acceptance, th~. date 11August 31~ 1952" i·s substituted .. 
for· the date "June 30 9 1952 11 in paragra,ph 6(a) of said Letter .Contract an¢1. the •. 
amount "Two Million Dollars ($2,000pOOO.,OO)". is substituted for the amount · 
"Eight Hundred Thousand Dollars ($800 1 000.,00)" in paragraph 5 of said Letter 
Contract, as previously modified by Hodifica tio:ri:s Nos. 1~ 2, 3, and ''" thereto. 

This Letter, exec:uted in triplicate on .behalf of' the United States·., is forwai;"ded 
to you for yom· con.sideration. If satisfactory,· it is requested that .tl).e 
follm.;ring acceptance form on copies l and 2 hereof be executed on behalf cif 

· your co;mpa.ny and suC?h cop.ies returned.. tci this office. as pron1ptly as possible .. -­
Copy3 is for your retentiono Such acceptance will constitute this Letter 
an amendment of said Letter Contr.9.ct to the extent set forth herein. 

By: 

Title: 

Very truly- yours, 

THE UNITED STATES OF AMERICA 

By: TOl,1IC EJiERGY CQHMISSION 

SRbo :Response to 
, FOIA(SR)- 04-028 

. _ _,...-....• ''-<; • 
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~his document consists ofdl9 pagea 
uliscussion Draft - July 11, 195~,~.~o. J o£ r:]6 coJ,Jies, _Series ft 

CONTRACT NOo AT(30-l)-1293 

lliiS CONTRACT, entered into as o£ the lOth day o£ December, 19~1, 
by and·between the UN+'fED STA'IES OF AMERICA (hereinafter referred to as the 
«Government"), acting through the UNITED STATES ATOMIC ENERGY COMMISSION 
(hereina.tter re£enoed to as the "Commission"), and .SYLVANIA ELECTIUC PRO-· 
DUCTS INC. (hereinafter referred to as the "Contractor"), a corporation 
organized and existing unoor the laws o£ the Commonwealth o£ ~ssachusetts, 
with its pr:incipal place o£ business in Bayside, Long Island, New Yorlq 

WiTNESSETH THAT: 

. WHEREAS, by Letter Contract No. AT(30-l)-1293, dated Deceniber 101 
1951, the Government and the Contractor agreed, among other things, that · 
the Co~tractor . wo}lld per£ om £or the Gavermnent the research and develop-
ment· wo_rk provided £or· in said Letter Contract; . and · 

WHEREAS, the Government and the Contractor, as oontanplated by 
said Letter. Coritract, have negotiated and arrived at the within definitive 
agreement, which supersedes said Letter Contract and in which said Letter 
Contract has been merged;_ and 

wHEREAs, this contract· is authorized ·by law, including the Atomic 
Energy Act o£ 1946; 

NOW, 'lHEREFORE, the parties heret.o mutually agree as follows: 

ARTICLE :t - SCOPE OF THE WORK 

1. The Contractor shall conduct· studi.es, experimental inves­
tigations and other research and development work for the Government,. the 
details of which research and development work are set forth in the class.i.­
i'ie!i Appendix "C" to this contract, which Appendix is incorporated herein by 
reference and made .a part hereof o 

2 o ThB Contractor shall furnish all materials, equipment, 
facilities and premises, and all other properties and services requisite to 
the proper performance of· the work under this contract, except to the ex­
tant that the Government elects to furnish such propei•tie s or services to 
the Contractor for use in the perfonnance of said work. 

ARTICLE II - SITE OF THE VDRK 

1. Principal Site 

The principal site for the perfonnance of this contract shall 
be the iand and plant of the Contractor on Cantiague Road in Hicksville, 

- 2 = 
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Long Island, unless the Commission approves a substitute site in writing 
and until the date approved by the Cormnission for such substitution. 

2o Alteration ·at site 

The Contractor shall al~er the plant and other facilities · 
at any principal site of the. work, referred to ill paragraph 1 above, to the· 
extent the Commission considers such a.l.terations necessary t.o the proper 
performance of the wrk hereunder. 

3. Transfer · o:t Site 

The Contractor shall not sell, lease, license or otherwise 
transfer ownership ()r occupancy o£ any plant ·space or other facilities 
.at ariy principal site of the work referred to in paragraph 1 above, or of 
said site or any portion thereof., without the approval of the Commissiono 

4. Non-contract .Activities 

The Contractor shall not engage in or pemit others to 
engage in activities other than activities in performance of the work of 
this contract a:t· any principal site of the -work refer:red to in paragraph 
1 above, without the approval of the Commission. 

,S. Request for Approval 

A:rry request of the Contractor to the Connnission for approval 
pursuant to either of paragraphs 3 or 4 above., shall specifY the extent of 
such transfer or non-contract activities _and should further specifY the 
Contractor's proposed reduction in the allowance for use and oc_cupancy set 
forth in paragraph 3 of Article IV, CONSIDERATION, and estimate of re­
duction in other costs of this contract to the Govermnent that would re­
sult _shvuld tre Connnission grant the requested approval. A:Jr:f reduction in 
the allowance for use and occupancy agreed upon shall be embodied in an 
amendment to this contract • 

.ARTIClE III - TERM., EXPIRATION AND '.IERMINATION 

1. The period of performance of the work under this contract 
shall conunence on December 10, 1951 and, subject .to the provisions o£ 
this Article, shail end on January 31, 1953· 

2. Tennination 

a. For fufault. 

The Govemment may at any t:ime terminate performance 
of the 1rork under this contract for the default of the 
Contractor. 

OFFICIAL USE ONLY -------- --- ----
- 3 -
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):). For ibe:. Convenience of ·the Governrnent. 

"'i'iie Go~~nt, at itl) election,. regardle_ss of l'bether 
. or not the·re . :ttas been iiirr .breach wi.th. respect to t~s con:­
tract' bi the. P<)ritractO·r, ·m:a.y .for· its conVenience, (i) _from 

· tfm6 · tc( time te~i!late iri part p~r.forinance of work .under 
. this Contract, _or ( :U,) at any time. tSrin:i.nate in whole . the 
-p~r.formance. of the Work under this contract •. 

·c·. · Notice ·or Te:rmiilat.i~n. 

. _ -~~tion, undEir .th,is par~aph,. ~hall h~ _ef!e.c:ted 
. Pf-.~34-~e~. tp the 'eoi:r~aeio~ o:t a 'writ.teJi notice of ter­

iili1l~t.ion, ·wlrl..Ch potice (i) sh~l specifY the date upon. 
which .sud termination shall becomti e.££ective,. (ii) in .. 

.. the' event o£ a:· terlliination in part, shall specify the por-

. 'tion or:~po:r~:ton~i ot t.J:ie work 6.6 tel;ininat~d and the' perio4 . 
·_or -P~rl:.ods .. during Which said te~ti.on.siuu.J. be ef'fect;tye; 
.·-~d ·(iii} shai)."specifY wnet~r· said terinination· is :t~r _the 

(}e!'aUlt o:f the Gontr;~.qtgr or . for· _the . coriwn:ience of'. the . 
. Goveriunent6 Upon· receipt. of a notice ·or te:i:'mination, ·t~ 
Contractor shill proioptly ,· exc~pt aa :the . riotice miy direct 
ot~rwise~ . (i) dis.continue ill 'ternunated :wOrk,. (ii) ~cease 

. a.il_pUcing· o:t orders for property or services :iri connec-
tfon With the' perforinin::e ot :the·· tenninated work; (iii) 
proceed tO 'the best of its ability to te:rndm. te ill' orders 

. anc:i' ~Ubcontracts .t6 the extent that they relate to. the 
t.e~inated work;. (-iv) assign to the Gove-rmn.ent in the' ~er 
and·to the eXtent· aireeted.by tlie C:Onimiss:ion; ali t~ right, 
title and interest of tbe Contractor under the terroiilated 
pqrtion o~ ·the orders ·a~ subcontracts so terini.rilited; (ir) 
s~ttle,. with.· .. the i:PPr6vaJ. of the Commission, ill subcontracts,· 
o~l;i.gations, coirimitinents and claims related tO the termina.ted 
work; the cost of which wuld be all'owable in accordance with 
the provisiol)s of this contract;· (vi) continue performance of 

. such part o£ the contract 'Work, if. any, ·as ·shali not bave 
be~n terini:il.ated; and (vii) take such. other action wi t.h. res.:. . 
pee't to the te:iminated writ ~ may.be required Under other 
Articles of this contract and, Subject fu. tqe_app:i:.'ov4 of 
the. Coiomiss:l.on, as may be otherwise appropriate, including 
but not ii,mited to; ·action for the protection and preserva­
.tion. of Govermnent. property. 

d. EntrY by Government after Default. 

If performance of the -work U.Uder · this contract is ter.­
minated for the defauit of the Contractor, the Gover:ilment, 

{i) niay exercise the opti<;>n granded in paragraph 1 
of Artieie VI, OPTIONS. OF '.liiE GOVERNMENT, to pur­
chase the principal site of the work hereunder; 
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"(ii) -may_ exercise the option granted :tn paragraph 2 
of Article VI, OPTIONS -OF THE GOVERNMENT, t_o_ 
le~se the principal. Site of "the W:>rk hereUnder;-

(ill) may (aJ enter upon and "have exclusive occupancy 
· of the prinCipal site: -or tlle work referred to 
:in -paragraph 1-of-Article U~ ~-SITE OF THE r.tlHl(, 
(b). take. posses~ion, for the _period of. Sllch -
·oc~upancy~ of all materials,. toois, machinery . 
and' appliarice-~ 'therein" wbicli-may be owned ~bj" or 
are in t~ p9sses~~n o£ the _Coriiractor,_ (o) -
exercise dUring said occUpancy. all optionS J-

prl vileges ·and- :tigllts belongi.J.l.g · to- or exereis­
able by-- the- Contraci;or in connection with -such 

-pr~ses and facilities; ~ild "(d)_ complete or 
eni.ploy others· to· cOmplete.; the _wrk of this_ 
co~iract therein.. Said- occupanQy _shall. be tor 
a period -not t() exce'ed_ one year, dqrlng tbich 
year the Government niay ':lt -any t.iioe' exercise 0 

d1iher option referred to in itelnS (i) and {_ii) -
- above• -The: Governm$:ni:,··_ in -the event of _ei:r~b" and 

oc¢upancy_·p1Il'S\iant- to: thi~ item (iU),_ shall pay 
the_ c.~~tractpr a_ m_oritbl.y ~ch:u'ge ·in .full 8a:td~ 
£ac;:tion ot all cla:ilnf! --of_ t~ cOntracto~- arising 
out o£--said entry and oc·cupancy, including claims 
f.or -~he fair rentai value of said premises and -

- :taciU ties. -Said montblf . charge wili b~ one .. 
tWellih the iearl.Y illowance fo~ use ·and occupancy 
Set forth in par~aph -. (of Article 0 

• 

e• <ferns' of settlement.. Upon the termination of performance 
0~ the _'WOrk un.der this c~ntra~t,- full and ~omplete se"t.~e-_ 
irieht o~'~_ll c;t.~s ().f t.~ Contractor With respect -ro the 
Work- of this contract· shall be niade ·as f-ollO'Ws: 

(i) A;:iSit,mption of Contractor's Obligations. The 
Governmen't sh;ll assinne and become- liable for all obli­
~ations, co:mridtments, and ciai.ma that the dontra.Ctor ~ -
ruive theretOfore in good- faith undertakeil or incurred- in 
connection with tbe wOrk of this contract, t.he cost of-

0 

-

which ·woUld be ·allowable in ·accordance with the provisions 
ot th~s contract; aDd- the Coniraetor_ aha~, a.s a conciiti_on 

. of. receiving . ihe p~eri~a men-M.oned in this. _Arlicle .t exe­
cu~ and deliyer ail SUCh pape:r:s and take alJ. SUCQ _ ~teps 
as the Commi'ssion may reqUire for the purpose of fully 
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vest~ .iii tl1e GOvernment ;111 the rights and benefits 
o£ the. Contractor under suoli obl.;l.gations or comidi.:. . 

· meilts~ .- · 

· . _'(:i:i) .PaYme~t·. ti)r Al!owable Costs. The GOv~-rit 
sDall ·reimburse- the ContractOr or· allow credit .tar all 
allowahle costs incurred ill. the performance o.£ the . . 
'tbl"Jiiina:ted. wr.k and hot previously reimbursed or other­

. wise disc-harged. 

. . rui) -~pa~eD.t fp_r .. Clo.se-out ~ense.- The Govern~· 
me:ilt_:sbali rehlurse. the Contractori) J:or stich. close- . 
out eX}>enses, _{#.)·for. s_tioh ~~r e:xpenditures as are. 
mad!'a.rter the date o£ ter.mination for the protection o£ 
th~ Government pro:Perty 'and {iii) for su~ iegal and 
'accol)Ilting ~erv.ices 'in connection with settlement;as ··a.re 
'i"eq'uii-ed'· or 'approved by. the Commission. . . . . . 

. (iv) p.a.yn#t on Account of the Fixed Fees. 

. . a~ • I.£. the per£cirmanqe ~r :the wrk uDder . this 
~ontra_ct is terminated for the ~fault or ~ CO_n- · 
tractol' ,_ no .further . p~nt on account of the fixed 
fees s·hall be made. . 

. b. ·If the performance of the work under this'· 
contract ·is · tenninated in whole far the converiience 
o!.the_ GoveriJDient~· ·the Government sbail pay-·t.o· the 
ContractOr the fiXed fees· provided for in paragraph 
of .Article. . 

. pror~ted up to and. includ:i.rig the effective date of 
terin:inatfon. 

co If the performance of work under this 
contract :is te'rmiriated· in part for the convenience 
·or. ihe Government, ·the· Contractor ·a:nd the Commis­
Sion shail.p_romptly negotiate to agree 1;Jpon an 
equitable adjustment o£ the i'lxed fees. hereunder and . 
the agreement reached shall be evidenced. by a .suP-, 
plemental agreement to thiS contract. I£· the Con­
tractor ·a:na the Cominis.Sion fall. tO so agree upon 
sueh fee. adjustment, within a reasorutble. time ai'ter 

· auch partial tennination.51 the failure to agree· sh&il 
·be disposed of in accordance with Article B·II, 
DISPUTES, hereof. 
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3~ Expiration. ·In the eirent of e:xpiration of the period of wrk 
per!ormance hereunder m thout prior telmination. hereof', the Contractor. stali 
(i) -:rli.scontinue:the contr~~- wo,rk ~t the_ end o! the ~ay of· expir.a~op._ and. 
(U) take ~ch other action as may be reqUired unde~ oth,er provis:~_ons of ·. 
this contract and, subject to the approv:A or ratification of t.~ Collllllission, 
as JMJ.Y be otherwise appropriate, "including bUt 'not ~ted to, action for 
the ·pro~ecrtion and, preaervat.i.on or Government propertyo. 

. . 4• · : Cla:llns in. Favor .ci£ the GQV'ermne;nt. ·· lhe obligation. of the ) 
Government to make..:any of the p~ts required by tbis Article shallbe 
subject to. any unsettled claims .:in connection with· this .contract 'Which 

·the Government ·may. have against the Contractor • . Nothing contained in this 
Article shall.be construed to limit or affect a;ror other remedies which the 
~ernment '!nay" have as a.result of a default by the 9ontractor.. · · 

. · . . 5 ~ .Settlement upon Termination· or · §!Eira. tion. · Airy other proVi­
siohs.of this cont?act to the contrar,r, the Contractor and the Po~ssion. 
Jriai'ii.gree upon the whol~ or ~ parp of the amount or amounts which the .. 
Coot.ractor ·is to receive:·upon and ±n connection with. (i) ·any teri11ina"tion 
pursuant to this .A,rti.cle or (ii) e:xp:i.rat.ion of the: term of this contract 
without prior termination thereof.- Any agreement- so reached shall be 
evidenced by a written· supplemental agreelllent to. this contract which shall 
be final and binding upon the partles with"regat-d io ~b9ir respective 
claims against each other e:Xcept as therein otherwise expressly provi~ed~ 

ARTICLE IV - CONSID.l!RATION 

1. Compensation for·Coritractor 1 s Services. 

· . As full consideration for the performance by the Contractor 
of the. -work of this contract (including pro.fi t ori all i tams and for all 
work, and reimbursement for all costs and expenses listed hereunder. as 
unallowable. costs or otherwise not alloWable uDder the terms of this con­
tract.) the Contractor shall receive from the Government: . 

a:,. A fixed fee of I for each month <iu.r1ng the 
period of performance of the wOrk of this contract set forth in ·paragraph 
1 of .Article. III, - TERM, "TERMINATION AND EXPIRATJON •. 

b. · Paynlent for allowable costs as herei.Mfter provided. 

2• Basis for Determination of Allowable Costs. 

The costs allowable under this contract shall be costs and 
expenaes which are actually incurred b'y' the Contractor. in j}erfo:nni.ng ~b6. 
wor~ under this contract and which are necessar,y or incident thereto~ 
Allowable costs shall irelude, without. li.tni tation on the generali-ty of' 
the foregoing, the· items described as allowable in paragraph. 3 of this. 
Article but shall not in any event include the items described as 
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WlillQWable in. paragraph ·4 o£ this Arti~le except to the ~t ind!-cated · 
ther~in. ·Failure to mention artr item· o£ cost in _this ~cle is not in- . 
t6nded to imply thai .it is either· allowable or. uriaJ.lowable • 

.3~ Eiampies or Ailowable costs. 

. _-The tollowi~ are examples or items, the ~ost ci£ which. is 
allowable llllder this con tract to the extent indicated: 

. . . a. ·Bonds and 'insUz.ance~ inclUding self-insurance, approved 
by the COmmission, · the cost .of- which is riot excluded by' other provisions · 
of this ·cOntract. · · · _ . 

. · : _b. _·T.i-ansp~rtatic>Ji (:irieiilding- reconsignment, Switching, 
demurrage"~ and diversion c~rge~), "loacl:ing, unlo"ading_, .: storage' . c;rat:i.ng, 
packing~. local ~d. long distance· telephone charges; tacsilnil.e and 1.;ele­
type mes~ages, ~legi-ams, cablegr~s, radiograms:, postage~ .post office 
box ren:tal, messenger charges and delivery services~ · 

. . .. . . . :c.- }lateri~s, supplies, _tools, m:achinery, equipmeJ].t, .fuel 
a.na· utilities, iilcl.uding the .CC?St o£ PJ:'OCess~ and. testing thereof by . 
others "a!ld iri8pection~ eXpe~tiiig~ stp"rage:, silvage and ·o~lier uswu ex­
.penses in¢ident to" the -procur_ement. and. use thereof, subject -k> the ap-. 
Pz-ovaJ.s required under a.ey-_other provisions. ot this contract. · 

(i) The Contracto~·may use in its per£ormace ot the 
work .o£ this contract, item_s manuf~ct:ured by it in the 
ordinary cour~e ·o£ its coimnerciil -business, .Provided . . 
that toe .COmmission grants approval to each such use and 
provided further that the· COmmission· arid the Contractor 
shall. have agl-eed, in advance o£ arJ:f such use, in writing 
but not necessarily by execution of an &.mendment to this 
contract~· upon a tlllit price or prices for such items~ The 
unit price or prices so agreed upon may include profit .. 
(:l.i) The Contractor may withdraW from its general stores 
aixLuse in its performance of the work of this cont_r,act 
items ·purchased by it before or during the·period or per-. 
formanc~ o£ this contract, for ~ts general stores, provided 
that such 'withdrawal and use of said itenis shall be in ac­
cordance with the Contractor's statelll!lnts o£ its daily 
procurement practises .. and procedures subini:tted to the Com­
mission and approved by the Collllllission pursuant to sub-. 
paragraph_ b of paragraph 1 of Article Ix, PROCUREMENT _AND. 
SUBCONTRACTS.· The cost Of any such item shall be deter.; 
mined in accordance with last-in, first-out· inventory ac-
counting P.rinciples. · 

(iii) The Government shall ha~e the right to inspect any 
item provided by the Contractor for the worl.c o£ this contract 
pursuant· to Subparagraphs (i) and (ii) above and to reject .. ' 
~y or all of such items, in which ev~t there shall be no cost 
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to the Gove.:mment. on account of' such rejected items and 
tlle Contractor shall at its own non-allowable cost and. 
e:xpense, remove all such rejected items from any" site of' 
the w_rk to which they may have been delivered.· 

. d. Patents, plJI'chased designs and royalty payments, to the 
e~:at approV'ed by the Commission • 

. ~· Expert technical or pro.t'essioDal ~ssistance to the extent 
.~aut.horized. ~der· Appendix "A", as it may be modified from time to time; 
-Which appendiX ·is .attached hereto and made a_part hereof. . 

· £~ Subconl:.racts approved by the Commission •. 

g. Taxes,· fees an4. charges, ievied by public authorities, Which 
the Con-tractOr is required by.law to. pay, except those which are. imposed 
upon or arise by reason· of or are ·measured by the Contractor's fee or whiqh 
are. excluded· pursuant to oth~r provisions of this contract. · 

. h. In accord.ance with Appelullx ''A", or modii'ic;ttions thereto,. 
labor (whether as wages, salaries, benefits, or other compensation, .a!'! · ·. 
prescribed by the Contrictort s employment and employee wel!';.re poliCies).,. 
recrUiting of' personne;t (including 11b,elp wanted" advertising}, tra.vel . 
(including subsistence during travel), and the transportation of personne~ 

· and their household good~ and effects. · 

i. Expenses of. litigation, including reasonable counsel fees~ i_ri;.;. . 
. curred in accordance with :the provisions of this contract~ and such other 
legal·, accounting, and consulting fees as ;.re approved by the ConunissiOffi!· 

j. Alterations, remodeling, and ;reconstruction ot the Contractor's 
··plant at Eiicksville, _Long Island, but only to the extent appr9vecl in wrtt:tng 

by the Coillmissiono · · . · 

lto An allowance of . per ye;.r., . during the period,; commenc-
ing March 1, 1952, of.the Contractorts performance of the work of this· con~. 
tract in the Cantiague Road, Hicksville, Long Island plant of the Contractor, 
prorated ov"'r said period. Said allowance is in lieu of any charge ·by the ·Con-·. 
tractor· for the· use and occupancy :>£ said plant and is in lieu of' costs and 
expenses actually incurred by the Contractor during said period for the fol~ 
lowing: · 

(i) De~reci~tion of buildings on Hicksville site of the work hereunder. 

(ii) Real estate taxes, including, among others, school, wa.terj_ and 
sewage taxes and special assessments, on the land and buildings 
at said Hicksville site. 

(iii) Premiums for fire, smoke, storm, and. hail insurance, and s:iin:tlar · 
property insurance policies on the Contractor's Hicksville Plant. 

.."", 
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1• An allowance (in lie~ of direct reiinbu!lsement) to cover· all 
gerieral and. administrative expenses and other allowable cost;J which tJle. .. 
parties" ·agree ar~. to be. ind~ec~ charged aiXl: ~located to the .·work of: this . 
contrac*". · The alUOml't of ·thiS allowance shall be Co:Jli>Uted a.s a percentage 
(oit.herlrlise ·referred to· herein· as the iri.direct expense rate) o:f 

(i) ·. · ·A provisional imirect expense· rate of 
percent, snbject to review and retroactive adjustment, is agreed upon at 
the Ce>_IIIlllencement Of this contract. and the Government'S payments to the 
Contractor ·shall. be based initially .upon said proyisional ra.te. As soon 
after ~·ach Ju,n:e 30th during the term· of this contract (and as soon after 
a:ny interyening date ot te:rminati:on -or expiration ·thereof) as is practic­

. able,. :the Co:mmiss:!,on in consultation with t,he Contractor,. shall review 
'"the: :a.ctual e:icpense~'.to; md obligation. incurred by, the Contractor during·. 

the· contract period.fro~ the· -close ·or the previous period reviewed· (or 
· .=t.he_-date of' coimneneement of the contract i£ there h~s been· no previous · 

· perio·d ·reviewed)· to said _June 30th (or intervening date of ·termination . 
. or' e:x;Piration) attributable to the elements. of costs covered by thiS allow­

ance. .Based upon such review, the Commission and the Co~tractor shall 
negotiate and agree _.upon a fixed rate f()r the pl!!riod reviewed. Said fixed 
·rate shall retrospectively replace the provisional rate:bitherto ill effect 
for thi!( period reviewed. Said fiXed r:;tte, or ·;my other rate which the· 
COmmiss~ and the ContraQtor may agree upon at said negotiation, shall~ as . 
a . new pr?:olisiorial• rate:, (i) retrospectively. replace the provisional· rate ' 

. hitherto ·1n -er.fect fioom the close of the contract period reviewed to the date 
of agreement .on sa_id new rate, and (ii) prospectively b-~ the new provisional 
rate .until it is in turn replaced pursuant to the foregoing by a new provision­
al oi• fixed. rate.. . In the event that _a provisional rate is replaced by_ a ..lower 
o:t' higher -fixed or provisional rate sui table retrospective adjus-tments· ·in the 

. payments shall be made·· promptly. Failure to agree llpon a fixe.d ra.te pursuant 
to the foregoing shall be considered a dispute to be settled in accordance 
with.the provisions or Article DISPUTES, hereof. 

. m. Costs of providing cafeteria, restaurant, or food co:nrinissa:cy- . 
services to employees _of·the Contractpr directly ~ngaged in the performance 
of the work- hereunder .. 

· _.· . n• Items o£ cost wl;ich a.re not. e.:J_CPressly ex~1";9ed.by otb::r provi-
sions of this contract and l:7luch are spec~fl.cally cert1.f1.-ed ~n wrihng by ~11e 
CoiDlJlission as. all~wable costs hereunder. " 

o• · Expenses of moving and transporting the Contractor's facilities 
. and Goverrnnent equipment from· .any principal ,:site of the work set forth in ' 
, paragraph 1 of Article II, SITE OF THE WORK; to any other site in order to 
perform the work of this contract; ~rovided, that the Commission orders or 
approves (in '1-JTiting and in advance) quch mpving and transportation. 

. . . • • 1 . 

-
p.· -Close-out cost incurred by the contractor after tlie expiration o~ 

t~nnination oJ the period of performance of the ·mrk of this. contracto . . . 
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--- q~: ~s~es-_and.--e?qjenses n9t. oofupehsa~eci}~:r:by ~e 0~ 6tiler~ 
-'·Wise {it?-Cltii:li_Q.g ~e~~¢ll!ents_ made· with the 'consetttOOf-the Cqmmissf\)_ii), ·sus- __ -
: t;nned-. by tlie ·. Coiltr~ctor in the ·perfcil'Jii:lfi1Ce- o:r the ~rk arid cert:i.i'ied in writ­
ing by the ·coimdf!sion. to· be just.;Wcf reasdnable,: except (i) lo·sses· and expel'l.Ses 
e:X:pressly made unalloWable under other- provisionS of this- contract:, -and' ( ii) 
losses· and expenses arisiilg as a result. of grqss negligence.:or-'wilful·-m:i,sconduet 
~ttributabl-8 w>the Contraetor -~r-.its· ~~oy-ees·. . 

4. Example- of UI1Ulo~ble· CostSt ·1be .f'ollOwflig ~e examples ·of 
-it.ems,- the- co~t of which is not all?wable ex.cept as indicated: 

a.; Advertising,- eXciept "help·wan~d" ~dvertising or other 
ad~rtising aut~orized by the Commission. · 

.- . b.· central. :md brancli ·a.f~ice expel1Bes _o:r· the Contractor, ex-
-cept e-XPenses· of the principal-site o:f the' workj as described in paragraph l 
o.t _,&rticle II, SITE OF -11-IE WORK, and e%cept as -eJcpressl.\1 pro'P.ded for else- · 
_whe~ -~ ili this contract.- - · - · 

c. Collllllissions and bonu.Ses-tuii~r wnate"Ver :~) in connectie>n 
-with-obtaining ?r negotiat~ f.o':' a ~~~ent co!lt:act. 

. - . . d. Unless otherWiSe aiithoi'ized by the ·c6Jinni.ssioh, costs of the 
.. chara-Cter described-in suod:i:vision· (h) under'emples· of-allowable costs, :which 

arei not iii aec~:r:dance with Appendix_ itA,11; or: ~~~i~~~ohB ~hereto. 

e. Provisions for contingent reserves. 

!a Contributions and donations .. 

· g.. Dividend payments. 

. _h. Entertainment e:Kpenses, exeept·as provided in .Appe~x 11A", 
or JnOdificat.i.ona thereto. 

i.- Fines ·_am penalties,.unless ihcurred as a result o.f action. 
by the COntracto:r :iii acco:rdance with the. express direction of the COmmission 
or in a.Ccordanc~ with the provisions of -'\l'ticle , STATE .ANn1 lOCAL TAXES. 

j. ·Interest on borrowings ·(however represented), bond· discounts 
and expense, and fi.n~cial charges. · 

k. Losses from sales and exchanges of the Coirliractor' s capital 
assets arid losses on other contractS. 

l. Membership in trade~ ~usiriess and'pro.fessio~ organizations.9 
eicept as specifically authorized by the Commission. 

lll• Pensions, retirement, group health, accid~t· and life insur­
ance plans, except to the extent authorized im&r Appendix nAn, or modifica...; 
tipns thereto.. · 
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n •. ·Storage of contract reoords arier completion of .cOJitract 
o~raltions, irrespective o£ contractual or statutory requir~ents .regarding 

. vreservation of reco~ds. 

. o.· ~es, fees .an1 charges, levied by: public ~encies, .which· 
:u-e _:Unposed upon or ar:i.&e by reason of or are measured by the Contracto:(' 1s 
fixed fee. 

. . · . . ··p. · GO\rerninent~f'timished property; -except. tO ·the·: extent that 
cash paYJjient theref'or is reqlii.red pnrsUan.t to procedtires·· of the COmmission 
applicable. to 'transfers of"~ch property- to the COntractor from otbeirs 
{includ:i.hg_othe:t- age!ncies of tm· Government). . . . . _: 

. q. Wages, salaries, or other compensation (except travel· and. 
subsi'ste~ce dudlig travel in pursuance of the.· work under this contract), of· 
the ~ontractor• .. s ~orporate officers. · 

r. 'lhe cost of insurance against loss, destruction or _damage 
to GoVernment~owned property~ 

s. ~ther items made unallowable by the provi~ions of this 
contract. 

5. . Pa;vment:. 

. a~ Payment ci£ Fixed Fees. Ni.riety.percent of the fixed fee 
tor each month set· forth in subparagraph a;, of paragraph 1" o:f. this Article 

. shall be. paid each :month" and the bliliirice shall become due and payable upon 
completion ~d ~cceptance o:f the work·. · · 

. b •. Payment foi Al:l.owable Costso Reiroburse:lilent for allowable 
costs shall be made at intervals stipUlated by the Contracto.r and the Cam:-
·mission· and upol:l completion and acce~tance of. the wbrk.. · 

c. Filial P~ent. Upon completion of the "Work andits ·accept-
ance by .the Governinentj) and upon the furnishing bY: the. Contractor· o£ a release 

. :i..i(~ch· form ana wit_h· such exceptions as may be ,approved by' the Conmiission o£. · 
all claimS againSt the Government urider or ai-ising out o£ this" contract, accom-. 
panied by the· aceo unting for .. Gover:iunent-owned "property- reqUired by. the. Artielb 
enti tJ.ed,- GOVlmNMENT PROPERn; the Govermilent shall promptlY ~Y to the· con- , 
tractor the unpaid hahnce of allowable· costs . .ma· .fiXed feesless (i)- deductiqns 

· ·· due under the terms o.f this contract; and (ii) airy" smn required to settle any· 
. unsettJ.ed claim. which the Government may have against t~~ Contractor.; 

.. . 

d. ·t:::la:ilns for Payment. Claims fOl' payment shall be accompanied, 
by such sq>porting cbcuments and jUstifications as the Coimnission shall pres­
cr;i..be • 

.. Q!!l£.!!!! USE Q,!!!!! 
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e. Discounts.. The Contractor shul take and afford the Govern~ 
ment advantage of all available cash and trade discounts, rebates, allowances, . 
credits, salvage, commissions and bonifications. 

f.. Revenues.. Arty revenues accruing to the Contractor in con­
nection with the work under this contract shall be applied in reduction of 
allowable costs under this contracto 

g. Direct Payment of Charges - Deductions. The Government 
reserves the right, upon ten (10) dmJs written notice £ram the Commission to 
the Contractor, to p~ directly to the persons concerned any charges for ser­
vices, materials or freight which otherwise would be allowable under this 
contract.. Arty payment so made shall discharge the Government of all liability 
to the Contractor therefor. 

6. 1imi t o £ Gove:rruitent Liability. 

·a. Estimates. The initially estimated cost of the work under 
this contract, including the fixed fees set forth in sunparagraph a. of para-
graph 1 of this Ar~icle, is o It is understood that neither the 
Government nor the Contractor guarant~es the correctness of the intitial esti­
mate of cost nor any revision thereof, :md that there shall be no adjustment 
in the amount of the Contractor• s fixed fees by reason of any errors in the 
computation of estimated costs or revised estimated costs, or any difference 
between any estimated cost or revisions thereof and the actual cost of the 
worko 

b. Obligations. The Commission has initially obligated for 
this contract, from obligational authority available to it, the sum of 

Said amount may be 
increased by the Commission in its discretion, from time to time. The Con­
tractor shall promptly notifY the Commission in writing whenever it believes 
that the then Connnission obligation for this contract is insufficient, and 
its notice shall contain its estimate of the ounount of such insufficiency. 
When and if the total of amounts paid and payable to the Contractor under 
this contract (including the fixed fees and the actual or estimated amounts 
unpaid by the Contractor on all subcontracts and all other commitments on 
the assumption that they w:i.1.1 be ··completed), shall equal the then Connnission 
obligation for this contract, the Contractor shall not be expected to incur 
further expenses nor to perform further hereunder unless the Commission agrees 
in "Writing to increase said obligation for this contract in an amount sufficent 

. to cover additional t~rk hereunder. Notwithstanding any other p~ovisions of 
this contract the liability of tn:, Government under this contract shall be 
liJni ted to the Commission obligation specified un this subparagraph_, as same 
may be increased by the Commission by not,ice to the Contractor.• in -writing. 

Q.K!:~.Q!!~ USE£!!!!! 
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ARTlCLE V ~ GCNERNMENT PROPER'lY · 

1. Except as otherwise specifica~ agreed upon in writing 'by 
tm Contractor and the Conmission and except as other wise spe~ifically 
provided herein, 

a. title to all-properly specially purchased by ~ Contractor 
for this contract, for which the Contractor is entitled to direct reimbursement 
un:ier the provisions of paragraphs 2 and ) of Article IV, CONSIDERATIOTf, shall 
pass directly from the vendor to the Government; and .. . . . . . . 

b. title to all property utilized in the work of this contract, 
provided by the Contractor from Contractor-owned stores or ~l.ifactured by the 
Contractor in the ordinary course of its commercial business; for which the 
Contractor is entitled to reimbursement under the provisio~s o£ paragrlilphs 2 
and 3 ·of ArtiCle IV; OONSIDERATION, shall pass to the Government at the t~ 
of such utilization. · 

2. The Government reserves the right to furnish arrj property or ser­
vices required for or useful in the per£o:rm:mce of the work under· this contract. 
Title to all property so furnished shall remain in the Government. 

. f 

3.. The Governnient shall retain title to all products, by-products, 
wastage, salvage, wark-in-process, residues an~ scrap resulting fzpm propert,y 
to which the Government has or had ti. tle plu-st1ant to paragraphs 1 and 2 above. 

• • • • • ~ J • • 

4. All items of Government-owned property referred to above are 
hereafter collectiVely referred to in this Article as 11 Goverbment' propertY". 
To the extent practicable, the Contractor shall cause all non-expendable items 
of Government property to be suitably marked with an·· iden tif'Ying mark or symbol 
indicating "that the items are the property of the. Government. The Contractor 
shall maintairi, at all times and in a manner satisfactory to the COmmission, 
records showing· the disposition and use of Government property. such records 
shall be subject to Commission inspection at all reasonable tilnes. It is 
understood that the Commission shall. at all reasonable times have access to \ 

. the premises wherein any items o:f GovernJI16nt prope:r-ty are _loca.ted. 

5 • The Contractor shall prolllPtly not-ify the Corimdssion of any loss 
or des'l;ruction of or damage to Government ·property-'(but not of any constnnption 
of-materials or supplies in the performance of its ~ertakings hereunder~) 
EX:cept 1!'-S otherwise speci.ficany proVided ·in this contract,· the Government. shall 
not be ]j able for loss or destruction of or d~age to Government property (in 
the p9ssessiori or custoqy of ·the Contractor in c6nriection·:l4th this. contr~ct) 
unless such loss, destruction or ·damage is due· to gross negligence or wilful miscon-· 
duct attrib~table to the Contrac~or or its employees • 

. 6 •. Items of Government property referred to ab~ve shall not.be. u8e;d 
by the Contractor except in the performance of its obligations under this con-. 
tract. 

0 F F I C I A L -U .S E 0 N L Y _,_______ .-.---
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7 ... In_ ~he event of loss or destruction of or damage to Govern-
. ment property~ the· Contractor shall take such steps~ to sub serve the Govern­
ment's interest, as the Commission authorizes or ;q>proves. ·_If the c~ntrac--­
tor is liab-le fo?:" loss or destruction of or dmilage to any items o£ GOvernment 
propert;y; .it shal.~ promptly acc-ount there£or to the satisfaction 01: the 
colrrnission;. if the COntractor. is not liable· therefor, and is indemni.t'ied, re­
~s~!f, or ot~rwise compens~ted £or stich loss, destruction or damage ·(ot:D,r 
than by the Government Under this contract}~ the Contractor shall prompt:cy 

. account to the GoVernment i'or an eqUitable share 'of such indemhii'ication, 
re:i.Jnbuiosement,. or other coinpensation; :in_-any ev~D,t, the Contracto.r shall do 
nothing ~:-prejudice ihe Governmentr·s rights to recover agadnst_t.hi.rd parties 
'!or :aey '~uch_lgss ~ destruct~on-·or illunag~; and, lipon request of the Colrim:J.ssion; 
shall. £urnish t)le Gov~mme}lt ill reasonable 'assistance and coopera:t.ion {includ-

. ing" the prosecution of sm;t and the execution o£ instrurrients of assignment in 
-favor or: the Govenui!.ent). in obtaining recovecy. 

a; rite Contra~tor ·ma;y~ w.l.th the approv~ of the Commission, (i) 
trans£e:r• o~· o:therWise di5pos~ of items o£ Government property to such parties 
~d upon such terms. and condi. tions' as so. approved, or ( ii) itself a_cquire 
ti i;J.e to items· ot property at prices mutually agreed upon by tm Commission 
and· the Contractor w:i. thout the ·necessity ·o:r execution of an amen~ent . 
to-this eoniract. ~proceeds-of :my such transfer-or disposit.l.on, ·am. the 
agreed priae o£ ·any su~h Contractor acquisition, shall be applied in reduction 
or imy p~ents. or reimbursement to be made -by the Government ·to· the Contractor 
under this_ contract or shall otherwise be paid in suchmanner as the Commission 
may direot. 

9. With re5pect to Governinent property l-ocated at the Contractor's · 
Hicksville plant.,- not sold or otherwise disposed of ·by the Contractor or ac­
quir~d by the co~t;t>actor -Pl;U'suant to paragraph 8 above, 

a. 

b". 

wit.llin 'ntilety (90) days follow:iilg the .termination: or e:xpira­
tion of the period of performance of this contract or -any . 
extensions thereof~ the Gove~t, it it lias not exercised 
the option to pureh.llse,: said-pl~t . as· proVided: in· Ar'!;i_cle VI, 
OPTIONS IN THE GOVEilNMENT~ shall.$ with re8pect to each item. 
of. property; abandon such property or remove such pro],)erty. 

In the event the GOve~nt e~rclses an option to lease said 
plant p~vided iri Article ·vr hereof, the rights in the Govern-
ment ~set forth in subdivision ·a •. aboVe sha:l.l be _suspended . 
dUring ihe' :!;erm o£' such lease and ~ e~ensions thereof and, 
t.he ninety (90) day period dUring which the Government must 
ei_tber abandon or remove. such property, _-shall not c_ormnence 
to. run until the expii-ation or tei-ndnation of said lease ·am 
any extensions thereof. 

- 15 -
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c. _Th~re s~l be no. charge to the Gove~nt by the Ce>htr~~rr 
:i,n the nature of rent for the storage of such propel_'ty ( ~ 
!or-any period during which the Government may exercise aqy_ 
option set forth m .. Article VI, h!reof, . ( ii) for any- period 
c:bll-ing which· the Government may .elect, in aQconW1ce with . 
"this" paragraph, t.o abandOn or remove such propexj;y', or (iii) 
duririg ·the :Period of t.he close-out of -~ c:bntract. . · . 

· .mT:rcfi v1: ~ OPTIONS iN THEi GoVERNMENT 

. ·As part of the c6risider~tion :ror this contract, the Goverrmient is 
hereby granted the two _aptions set forth ·below. Either opt~on may be ex­
ercis~d by the Government1 which Shall give the _C_ontrac]O;r::-. wri,t~n notic~ _ 
of Slch e:J!:ercise, at any time up to one hundred twenty (120) days. ii'ter tm 
expiratio~ or termination o:t this oontx-act and, in t.he event of occupancy bi 
the Govermn~t pUl'smmt to subparagraph d~ of paragrapP, 2 of-Article III~ 

. T.i!:RM;··mruftoN: AND TERMINATION,· at aey time during s~id occu,Pancy• 

l. The option to. purchase the land and buiiding~ owned·~ ~ 
ContractOr at Hicksvitle;, in the . Township of oyster Bay·, 
New York, for the fili market value thereof, but in no 
event for more than -~ ·sum of :1:-h~ purchase pric~ .pud. by 
t~ .. Col!.tractor for said property (includ:iilg closing .costs 

. and costs" of necessary-permits, Variances and ionirig 
_changes tO _the extent-that the Contractor is not reimbursed 
for auch costs hereunder), and the actual cost of impro-ve.,._ 

. menta to said buildings and land made by th! Contractor for 
Which"t:he- Contractor·. is riot reimbursed hereunder, less the. 
_depreciation _of such buildings and improvements. For ·tpe 
purp_oses of this paragraph,, depreciation is ~fine4 ~e -IJ.lat 
depreciation allowed or . allowable to the Gontx-actor. for tax 
purp_oses in accordance with Internal Revenue Code._"Section 
-2J (l) • and applicable regulations pluS such aCcelerated . 

· ·anortizatiori as bas been taken for tax puiyoses by the Con­
tractor pursuant to Internal Revenue· Code Section 12h!. 

2. The optiori to lease . the land and . buildings owed_ by the 
·contractor at Hicksville, in the To1mship of. Oyster .~ay, 
New York, for a p~rlod ·o.r one tO fi:ve ·years.. In the event 

· that _the Government ieases the Contractor• $ plaJ1t _pursUant. 
f.o "this paragraph for a period of iess than five (.!)) years, 

. such lease shall autOmatically be deemed to include, unless 
it is specifically agreed otherwise in writing by the Govern-

. ment; a renewal option in the Govemment at the smne . t_erms 
fo:r the . remainder of "the five year period or any portion 
thereof. _'!he rental charge under any lease taken by the.-: 
Go"ieriunent pursuant to this paragraph shall not relieve t:te 
Contractor of the usual obligations of a les8or to pay· such 
t~s and Special assessnierits as are levied by public au­
thoriiies on the leased property. Said rental charge shall 
be ·per year. 

OFFICIAL USE ONLY 
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· .·. 6.. T~ Co~ro~ctor, at its own non-reimbursable cost and_jxpense, 
shall-hold and ~ave ~he GOvernment, its officers,· agents, se~tS and em~ 

·p1oyees»- _haririless fz:Oin li~lity of any nature ~r k:l,tld~- i11cfu~.' cos~s ·and.· 
·'· ~xpem,:; e~. ~~U:rre~, .. fOJ: th~' u~~f. any ill~ention_-_Q~·--ms~bV_ery ~- '~0~, . t~. ··.. . ·;. 

· .-- ;tnfrillge~~~ ·of·.~· I!e_tters · Paten~ ( :n,ot, J.Iic.l~dllig: , liability. an sing, p~euant 
.t&'tlia A.ct:'of::oc·tober:.-6; 1917:, · 40. Sta.:t.r.3'§4} ·a:~ amended~: Title' .3$·tJ:s{c.:·: ' 

. · ~ec. · .42~ _ptio~ to~ is ~ua:Pce · of Lgt;w~ :P~---cen.t} .~c<il:irririg · in. trui peri'orniance. · · 

.~;-.;~e£~rt~~t6~:~~g!~~~!~-~} ~~!~~~:q~e!~nt:~!1t~!~o_gf·· 
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. . ·. Bl;IPP~~-4·. ~~:( ~~Ol:l~raoti EXCJ!!PT' .. as. to. ~- :J..nve~tfpns,.Q~. disc·overf:¢s:·.' • ·> .. . .. 
·. •. ,_.• ,WJ.t,hjj). ths: J)U ~w · ~f .p~ragrap~ l Of· this Art~cle, ~q·· EXCEPT::-a~to:· the~ lll":" ·· ·. . 

:fi'ingem(;ln · y; :tlle Gont?;-actor and th.e ' Goveljnn¢nt · of. any: dev:tce { ·p:rlooess or ; . . . ;, . 

-.•. ---~ .. - , • :-:·~*P~~~i~~~l.~iqt!!;~~!l;r~~~et btJ;e;~!~:i!~~~-·-~:tl}r:~;~nt~~~~~ ';:·.~)~-. ·_l-,·~-
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: · .ARrrct.E· vrn- ,;;; RE:ctmm AND Acmw· 
,·, : ~.:. -- . .. . -· .. _ ' :. : .. 

·. ~-- '· . . \ .. ·. ~-

... •' .... - :~:~: 

. ·,' · . ' .. ·.. 1-.. · .'l'Jle: Gont~~ct6r shall ke.ep and inairitaiil a'. sepaia.te· and' d:istii'lat ;·_ : :~0( : 
· set q£' records anci books o~ account togetljer··mtli an related memor~n&,; ·::nip::.~· .!<H 
. porting ·,.doqumen~s. and corresponde~ce, showing. an: alloWa.ble coati ;Lhctir]:'edj>. ; .... · \:·~:: 

· · · :I'e~en4es. e;Lrned_; fixed fee accruals and too use arid disposition o:rill aovern+: . t-~: 'i 
merit:-:ownedp:t:bpE:Jrty coming into t}ie possession of th9.. Coi:itrac:t;or~·linaer .t~(,: · · :.._.~·_:·u 

·. ·--

contract •. Too <;!ontractor shall acci.rrate]jr record its -finimci~ trahsactiorl:s' · ·1\~( 
•. hereunder· in· srld ·records: -and books of. account. TJ;.le · system o.f aqcounts . ·. . · > ,,_, 
employed by the ;contractor shallbe in accordci.n~e with gen~rally accepted : .>.<5 

. account:lng.pr;inqiples and subject'to the approval of th;l .coimnission. · · 
·. - . . . :'-·.. ..· . . .... - ·' . - . -· ·'. . -·· .. . . ··-· ·--·>:;< 
. 2 ~- ·_ ]bp3ept ':to: the. extent:, if 'anY:, otherlds~ app~oyed b~r the·, c6Iinil:t~~ ... ;:_;:' 

. sion, a],l rec:i:>:rdt>~ books'· of account, manc:il'"~da; supporting ckicumettts· and cor..; 
respondanc~· r~ferr,ed to. ill_ paragraph 1 above. ·... . . ·.' 

(~)-· shal:L be. the pr~perty of: the. GOvernment 
. ~ . . . . ., ... , . 

(ii) shall be kept ~d 'maintained at the principal site of the 
· -work· referred to in paragraph 1· of Article ii, si-TE ·oF T1iE 

WORK· · · . · · · ·. , - ' ··:.-

(iii:) 'shall be subject td audit arid inspection by. the dolmrls~ 
sion at: all reasonable times and the Contractor shall · ." :· 
affora·· the··comrilission proper facilities for such:i.n~pec-- ... 
tiori and audit; _and. . . . . . . 

(iv} ~hall be. delive:req _to the Gove;i'mnent or othend.se. 'di.s.,.-
. .posed: cif by the Contractor, either as the Co~ssion may>'i 

from t:i.Jiie to tiine' direct during the progress of the :"Work; 
. or in any· e:vemt as 'the. Co:liiriiission shall determ:lne upon . 

completion·ortermination· of this contract and·finala:u:­
dit of all-accounts hereunder~ 

,.:: . 
. . . : . 

3 ... ·All records in the possessi~n of the Contractor related· 1:0· 
: ... this contract;' except those referred to in paragraph 1 above, and in .. · 

·.-.; 
c .. ··• 

.. _. 

Article · , SCIENTIFIC AND TECHNICAL DATA,; shall be preserved by the . 

0 F F.I C I A L --U S E 0 N L Y . 
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Contractor without additonal compensation therefore, for a ~riod of five 
(5) · years after .final s'ettlement of the contract or otherwise disposed of 
in: such manner as may- be agreed upon by the. GOvernment and the Contractor. 
T~·aovernment shall at all reasonable times have the right to exRmine, 
Diake cop:l,es of:,· and borrow said records, at· no cost to the Government; pro-:-. 
vide4, h<>wever;· that except as otherwise agreed upon by the Govermnent ani 
the·contractor all such records which be~ a security classification at the 
time ·of completion or termination of the ltDrk set forth in Articie I, SOOPE 
OF THE WORK, or at the time of the expiration of this· oontraet, shall be~: 
come the property: of the Govermnent;. at su'eh ·time and sh:Ul thereafter be 
delivered to the Govei'nlllent or otrerw:i.se cli.Sposed of by·. the Contractor as 
the Conunir.don shall ootermine ·and provided further tha. t neither this para­
graph· nor any other provision of this contract shall be deemed to require 
the ·Contractor at its unallowable cost to store or preserve records which 

.bea.r··a security classificati_ono 

ARTiCLE IX - PROCUREMENT AND SUBOONTRACTS 

1. · Approvals 

a.: The Contractor shall not enter into·~ subcontract ~th­
out the prior written approval of the Conunission of its 
terms and eondi tions o For the pri.rposes of this paragraph, 
a. subcontract is defiried.as any contractual arrangement . \ 
"whether or not in ·the form coxmiloilly referred to as a 
!'purchase order" ) with. a thfrd party for the performance 
of a specific p~ of the mrk to be performed Uilder . this 
contract, which arrangement is specificallY .made for such 
performance and the cost of which 'is, apart from the pro-
visions· of ·thiS paragraph9 an allowable cost Wlder this 
contract, except, however, arrangements covering ( i) the· 
furnishing of a basic raw materlal, (ii) ·the furnishing 
o.f a standard connnercial or catalog item, or (iii) the 
employer-employee relation. 

b. ·The· Corinnission reserves the right, from time to tilna, 
by written notice . .from the Corilfuission to the Contractor .. 
(i) to make aey or all other comrilitments or class.es of 
oonmd tinents hereunder · ( othfir thari ·the contractual·· ar-
.ranganents referred to in ao. above) subject taj atld to 
require their Submission ·for, Commission approva19 and 
(ii) to make anY or all methodS.P practices, and procedures 
used or proposed to be used in effecting all arrangements 
and conunitments hereunder subject to, and to requfre their 
submission for, Cominission approvalo in this regard, the 
Contractor·agrees to prepare and sUbmit to the Commission 
f~r review, .within thirty (30} days after the execution of 
this contract (or any extension thereof approved in writ-
ing by the Commission), written statenents of the daily · 
procurement practices and proceduresin be used and of the 
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objectives intended to.be accomplished by such-practices 
and procedures. The Contractor will not use any procure­
ment_ procedures prohibited by this contract or which the 
Collllllission has advised thi:l Contractor are contrarY' to Com-
mission policy. -

c. The Contractor shall obtain the prior writ ten approval o! 
the Commission before {i} purchasing motor vehicles, 
airplanes,· tjpewriters or p:ri.iltirig equipment, (ii) leasing, 
purchasiiig, or otherWise acquiring real property, and (iii) 
purchasing any it~ which the Commission specifies is to 
be obtained :from indicated Gove:rmoont; sourees, where ·payment 
.for tl_te cost of any action 8pecified in (i) through (iii) 
will be claimed hereunder. --

2. Writing; Tenns: 'lbe Contractor shall reduce to writing_, ·unless 
this provision is waived in writing by the Commission, every subcontract or 
other commitment in excess of One Hundred »ol.lars ($100.00) made by it for 
the purpose of its undertakings hereunder, ·except cantracts covering the em­
ployer-anployee relation (but not excepting contracts with comultants); iri_­
sert therein a p~ovision that such commitment i~ assignable to the Government; 
insert -therein all other provisions required by law or eJq)ressly required by 
the provisions of this contract; and make all such commitbnP.Tlts in its own 
name and not bind or purport to bind the Government or the Commission there-
under. -

3. Procurement from Government Sources: From time to tilne» by 
separate instrument or :iristl'llTilP-nts, the Contractor may b~ duly authorized to--

-act as agent for and on behalf of the Government or the Commission respec~ 
(i). the ma,king of procurements in and .:fbr per:forinarice under this contract -from 
so-called Government sources such as Federal Supply Schedule commercial sources 
Armed Services Petroletrrn Purchasiilg Agency~ Federal Prison Industries~ Inco 
and Federal_ Supply Service~ and ( ii) the is suing· of ·tax exeinption certificates 
pe:vtinent to such procurements. :Too action so authorized shall be deemed to . 
be within the· ·scope of the Contractor's allowable cost of wrk performance Wlder 
this contract. · 

tractor_, 

ARTI~ X - CONDUCT OF THE IDRK, INSPECTION AND REPORTS 

1. In pe7forming the work called :for Under this contract, the Con-

0.) shall uti)jz3 its best efforts~ know~how and ability, 

( ii) ·shall have the work· executed in the best and most workmanlike 
manner by qualified~ careful and efficient ·wrkers in strict 
con:fonnity.l> with the best standa+'d practices {subject to tm 
directions of the Commission) -

(-iii) shall provide sufficient technical.!) supervisory» administra.;. 
· tive and other personnel to insure the prosecution of the work -
in accordance with pertinent production or other progress 
schedules, 

~ 20 ~ 
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( i v) shall, i.f ·in the opinion o.f the Conunission the Contractor 

.falls behind any pertinent product-ion or other progress 
schedule, take such steps to improve its progress as the 

(v) 

. Commission JI¥1.Y direct9 and 

shall, if in the opinion of the Commission~ the Contractor's 
~ personnel or other reimbursable costs are excessive .for the 

proper performance or this contract, mak~ such reductions 
thereof as the Conunission may direct. 

2 ... -The work or this contract is subject to (i) the general stper­
vision o.f the Commission, an4 {ii) the Commission authorizations, approvals 
and directions otherwise provided .fo~ in this contract. The Contractor 
shall proceed in the performance o.f this contract and shall plac~ emphasis 
(or relati'ire. eiiiPhasis) .on the various phases of the work. o:t srld contract,. 
'as and to the extent requested by the Coriunission. frOm. time to time 0 Tb9 
. Commission shall have the right to inspect iri such manner and at such times . 
as it deems appropriate, all actiVities o:t the Contractor in,~~ or related to the 

. course o:f the wark under this contract. 

3 • The Contractor shali keep the Commission .fully advised o.f its 
·:progress hereunder ·and o.f the . difficulties, if' . any, which it experiences 
and: shall prepare and submit to the ·conunission9 in such quantity and form as·· 
may be directed by the Commission, 

ao monthly progress reports, 

b. interilll technical reports on completion o.f specifi~ 
phases of the -work,~~ 

c. .production schedules, financial and· cost reports, con­
strUction completion reports and such other special 
reports as may be requested by the Commission .from time 
to time, and · 

do a: final report summarizing its activitiesg fihdi.ngs.ll and 
conclusions. 

4~ The work under this cantract. shall be under the over-all direc­
tion o£ Dr .. Wo ·E~-' Kingston of the COntractor's sta:f£ unless and until the 

· Commission otheoose directs or approves.. . 

ARTICLE ·XJ: ~ CONSTRUCTION2 AL'IERATION OR REPAIR ~RK 

1 ~ The Contractor shall not perform or have performed under this 
contract any construct:i,on, alteration or repair work in excess of $2j>OOO.OO; 
in~luding printing and decorating_, without the prior written approval of the. 
Commission .. 

Q £:. K .! £ .! ! !! u __ ~ E 2 !! .!! ! 
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0 .F t I C 1 A· :L U S E ·o. N L 1. .,.._______ ------
·applicant; spolUior,· .or owner, as ·the case may be9 for transmission 

. to the ·coDmdssiono ~ certification will af'f:irm tba.t the pay-
rolls· are correct and comple-te, that the wage rates contained tharefu 
are not less than those· determined· by tre Secretary o£ Labor and .:tha1; 

. the classifications set forth !or each laborer or meehanio conform . 
14th tll9 -kork be J>eri'ol"JJ~Eid. ~ Contractor 'Will make his· ~lo;yment. 
rec.ords available i'or inspectiQn by authorized representatives or ~ 

. Commission and. th8.:~artment o£ Labor~ and' will p8rmit such repre­
'seritatives to interView employees :dur~~ working oours on the job. 

d• Apprentices Will 'be p~rmitted to _'WOrk onl.y under a bona .tide appren-
. . ticeahip program registered with a State .M>Pr~ntice~hip CoUn.ci1 which · 

is recogirlzad by the Federal-oorilirl.ttee :on Apprentiae~hip~ u. S:• 
Department o:r Labor; or ii': no such' recognized" cOUncil exists in a . 
State.; u:rider. a·program registered with the ~rireau oi' Apprenticeship, 
u. 5. Departnient o£ Labor. · . . 

r:f;,:.:.-5i·.:.:~·· .. ;:-:::{:;J· •. i·:,:~:i~·T~/·~6~~~,i~U;~,~-:·~oJni)lj- With· the regulations· or t.be Secretary oi' 
::.. . . . : .. Labor made :pursuarit i;() the' Anti~Kickback Act ·o:r June' 1.3, 1934, 48 . 

· ·s:tat~·94B;· 62 stat~ 740; 63·stat.-·1oa; 18 u~s.c.··a74;_ 4o u.s.c. 276 b; 
c, and any ameadmetits or mocli:rications. thereo:r, will. c~~e appropriate 
provisions to be- ifule'rted ill sUbcontracts-to"iiuriri.-e coinplianee toore~ 
with, by all sUbcontractors Subject. thereto, and will be reSponS:lble ror 
i;he subtidssion o:r 'affidaVits required: or sUbcontractors tlie:reunder, . 
except as the Seereta:ey· or Labor may"i;pecifically proVide £or reason­
a.bl.e-lililitat.iops~:.variations, tOlerances and exemptiOns f:rcim the re­
quirel)lents thereo£. .. . · .. 

:r~ The Contractoi- will irisi:n:·t· in' each' of its subc.oritl'acts the proVisions 
set.:rorth'in stipulations ·{a), (oJ; (<!)·~-(a); (e), and {g) bereo:r, 
and su~h ·other -stip"Uiat:i:on~;~ as the COJilllli.ssion may by apprapriate in­

.. structions requireo 

··g. i·i~~~b. o'f" 'stipuh;tions ·(a). tilrouih Cr) may be ·grounds ror terin:ina• 
. tion of the contract. · · 

ARTICLE XII - -~CIENTIFIG AND TECHNlCAL !OA:TA 
. ~ -- ·- -.- ., ·'· • ··. . ---. _., •. $ •. -:-·· St ··- ........... ,_ -- ....... - .•• - •• .,. ,. __ .__ 

. All compUations· o:r s~ienti:fic 'ari{l' techllicai ·data (ihcltidingj) but not 
limited to, reporta;-notes9 d:i'a:W;i.ngss designs$ speCifications and memoranda) 
£umisned or prepared by the Contractor pursuant to, or· developed ·in connection 
WJ. t.h; . the Contractor I S uildertrudngS tm:ler this·· COlltractj) sh;ill be property Of 
the GOV:ernmerit arid the GOvernment shall have the right; to·. use · such material in 
any manner and for- any 'purpose without aiiy clai.iil on- the- p;itt' 6£ the Contractor· 
:ror'<aaditionar· c6fupen5ation-thEire£or .. · ··m proVi.Sioris"of paragraphs 4, 5, 6-, 1-, 
8 and 9 ot Article v relating to Government property are' applicable to such 
materialo 
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ARTICLE :l[III- MI5CELLANEoUS PBOVISIONS 

1.. Sourc~ and Fissionabie Materialsa 
. . 

_ The Contractor. agrees. tP. collf'orili' tO ·an regulations and require­
ments ot the Col'IIII!isSion With respect to accounting for source and fissionable· 
materials (defined in t~ .A.tt>mic ~ergy Act of 1946). 

2. Guard and. Fire Fighting. Forces: 
. - • J - . 

In connection with its "l'brlt irir;l"er this ·eon tract~ the contractor 
shall· -prov:l,de fjuch gnard or fir& fi·gJxt,ing -:forces~ With· such uiti.fo :nnS and equip-: 
Iilent, as _the· Commissj_on may .. from time to ti.D8 requfre .or· -appr·ave. · 

3· ·Technical and ·Professional Assistance: 
-~ 

When; in the· judgment of the Contractor_, the collJPlexity andriature 
o.f the C(l~tract ,undertakings a1'e such as tO ·reqtiir~ · 5"\IPPIEinental expert techrii .... 
cal or professional as·sistance_,· sernces Ol" ·adVice· in cOrinectioh With special. 
phases of ·a technical" character, tne ·contractor -may-~ "With "the written approval 
ot the Commission, engage or _otherwise obtain such supp-l~ental services. ' - . _,. -- _. ~- .. ' -: .. 

4. secUrity Act.i.on: 

_ Upon r¥>tice ~m the Commission -:that Sllch· action iS · conSi~ered _. 
to be in the interests of the conuiion·: defense and_. sectlrity; the .Contractor s~ 
{i) deny .any employee· or other per5oif"ac¢es~- tO-the- site :"or· a.rr:i' contract und~r~ 
taldhg's. or to ""restricted" data" Withiil the. meanilig ··at the- .A.toriiic Energy Act of 
1946_,: or .Cii) dismiss ·from its "'W:dartakings under this coii.tril.ct aiiy employee 
or other petsono · ' · 

5o State ·and Local Taxes: 

The ContractOr shall notifY .tlie -Colmrii.ssioil of· any tax_, fee; 
assesainent; duty or· other ·charge: ·asserted in ·b_eba.U. of the ;State, county_,­
m'Unicipality, _or any- officer,· commission, boey"6r''SUbdi:Vision thereo.r, in. 
conne*tion 1d th :property. which is . or will 

0

00:. G6V'$riimeii.ti;owned propertY' _cove~ 
by .Articles v, vt.r and xrr ·hereof,p or in connection· with the allowable eost of 
the Co;i'l.traeto.r' s ·per:torulaii.ce lilirle.r tliis· contract·a:na··shill:·cause. to· be· asi!rl."giied 
to. the Govermnerit or- its designee,p ariy arid'" all rights' to the abatement, ref'ilnd . 
or ot-her ·recoupment· or· 8uch·'-ch8Xg~s- paid iliider protest·,; --peri~ ties and interest, 

· i£ a.rit:, ·j,nQilrred through c()mpl.iance· ,.r.tth. ·th:rs-·pa.:ragra.pli ·shall be deemed .to be 
allawable costs a.ild e~enses under paragraph 3 of Article IV hereof. . . . -

6. Cla:iJns and Suits: 

The ContractOr shall give the Comm;ission :i.nmediate notice of 
-any claim against the Contractbr, or suit or action:- filed or- eommenced against 
the Contractor, arising out o£ or connected With the per.formance· of this conta-act, 
irreSpective of whether Oi' not the cost or expense of such claim9 suit or action, 
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is an allowable c.ost heretinder- and irrespective of whether the Contractor 
is irisured against any risk which may be involvedq ·The Contractor shall · 

· :ttirriish iiliinediately' to the Commission copies of_ all pertinent papers received ... 
bV the Contra~tor. ·Insofar as the fpllowing· Shall not. conflict :with- an;y 
policy or co;ntract or insurance, and to the' ex-tent. requested"by the CoDJUission; 
the Contractor (A) shall promptly. do aii.y and all thirig s. to effect an assignment 

. ~d s'Ubrog~tion ;in favor of tlJ.e Government of all COntractor1-s rights. and· . 
claimS except as against the Government~ arising ~rom or groring out of any 

_·such clailll; sUit or action or (B) shall promptly.authorize representatives of 
the Governmnt ·to settJ.e, defend _or otherwise handle any ·Such· claim,. suit o:L" 
action and to. represent tb9 Contractor: in, and take charge' o£,. any· litigation 
resUl.ting ~erefroin,. or (c) shall dilig~ntly himd].e any ·such Claim, suit ·or 
action; or d&tend or iirl.tiata· any.litigation_p ·including- proceediilgs ~efO:re ad­
ministrative· agencies,· in connection··with ·any· 81ich claiio._p suit· or· action or · 
ailY''other claim or ~tter arising out of the per!ormance. (>,('this' contract. 8.Jld,t 
in. so doing~- sha.ll cCinSult_'-with the· COmmission as to- the'::' steps ·to bE! taken and 
~ball otherwise endeavor· in good· fa:i th to· Stib-sEi:i:v'e ··the· interestS of the Govern-

. mant• -wit.h''re5pect. to' any-claim,. matter ·.or litigation,:· iiirilUdi.ng proceedi.ilgs 
before· ;idrd..n:Ls~ative agencies~· arising. out-·or the pet-formance of tbi~ _contract, 
tlie handling of·. wbic;h. is undertaken by an· insurance carrier or by' a representa-· 
tive or representatives of' the Govenunent~ the Contractor shall .furnish all 
rea::sonable ·assistance and cooperation tbat·Jiley' be requested by the Oonmission. 

7. Bond and Insurance: 

. a. ExCept as otherwise specifica.J,iy ·provided~ t~ ContractOr 
shall exert all re·a::sonable efforts· to pr6ciire- and maihta.iti· such bondS arid 
fuSui'arice poliCies as are (i) required by lawj) or (:ii) required by the Com-
mission. · · · 

.. b. ·EXcept . as . o:ther'wise 'di.rected by. tm .: Commission, in. every 
i.ristance where the·preiiii:mii. o:n·a. bond 'or int:n.irance-poiioy:is an allowable eost 
urider'' the contract~ --thit''bond or· insurance· policy· sliii.n ·contain endorsements 
or Other recitals ti). excludii'igj by appropriate' l8.ngciiga;·· aey· cl.aiiil on the. 
part· of the insurer or· obligor tO be s~rogated; ··on ·payment of ·a loss or :other­
wise to' any ·claim against' the United -~tates·, and' (ti) providing i'or at least 
tlil~t (30) days 'prior w.ritteri•'riotioe 'by registered'jnal.'l' to the United ~tates . 
Atomic· ]:ner~ CQmndssion of btmd or policy canoellationi as the ease may_ be •. · 

· 8. Apj)endix "A" 

. . ·"lbe Contractor shall abide by. the provisions o£ Appandi.X· "A" of 

_;j 

.i 

}-. 

··:. 

this con tract, . as the same :m.ay be modi'i'ied" frCini . t.:i.ire to tiine.;: provitli~d, hoWever i 
. that in the event of' conflict between' the protiSJ:ons 6£ 'sa:i;d,_.Appendi.X '"A". am A 
the other proviSions of this contract~ the latter shail prevail. · · 

9.. Defin:itions 

. As used in this contraot6 ·the terms "United Sta.tee At-omic .Energy 
Collll1iissionn, ttAtomic ~nergy Conmdssion", and:ncommission" .shall mean the 
United, States, Atomic ~rgy Conmissi on or its dUly ~uthoriz-ed representative 
or representatives. 

SYL00067844 



10. Contract ~prov;U .. 

This contract is subject to the appr·6val of the I>irecrtor of the 
Division of P:roduction of the United States Atomic Energy Commission and shall 
hot~ b:tndiiig unless so appr6vedo 

ARTIC!E XIV - ;;;;:ADD;;.;:· ;.;;;I~T];;.;,O;:.;;NAL,;;;·;;..;Pro~V.;..;I;;;;5..;;;IO.;:.:NS= 

. Appandic. IIBII, as it may be amended» attached to this contract and 
incorporated here"in» · sets forth further. provisions of this contract. 

IN WI'INESS "WHEREX)F, the parties hereto have executed this contract 
as of "the day andyear first"above writteno 

THE UNITED STATES OF AMERICA 

Witnesses: Bys UNTIED STA'l'ES ATOMIC ENERGY COMMISSION 
. ~-. 

7-witness) · · :SYLVANJ:A ELEC'lRIC PBJDUCTS, INCa 

Title: 
· (Witnes.s) --~----------------------~-

I,, » certify that I am the 
of the corporation natlled as Contractor herein; that --'-.....,.,...,-

---~ . ....-...--...,...,..-- who signed this contract qil behilf of · thiil. 
donf;i'aetor was then . - ·. ·· -- . . or. said corpora-
tion; that. said contract was dulY Signed for. arid ori bebal£ of said corparation' 
bj'" authority of its ·governing body and :i,s within the scope of its corporate 
powe~s. 

IN -WITNESS WHEREOF» I have hereunto affixed my hand and the seal or 
· said corporationo 

{Corporate Seal) 
. . 

- 26 -
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\.; .. : .. ~ APPENDIX II B" 
.-· .. · .. 

1 . ·' ::-t. ,.:__.~ .. \:-- . ARTICLE ;B-I' ;:; DISCWsURE OF INFORMATION 
1· .. 

1. It is understood that unauthorized disclosure -of anyJ>- or 
:failure to sai'eg\Wrd 'a],l,, material. marked as "Security_ Information" that: 
may come to th~O"oritractor, or 'aey -person:-un4er :i,.t;._cont:ro],.,· in connection 
with the 'Wrk unde~ this contract may subject_ th~··:eontractor, its a~erits, 

-and employees to criminal liabilit.v under the·:- law of the- :united States. 
- See_.the A:~~~ ~ergy _Act _of 1946,_-60 S~a.t·~ 755, 'as ~bnd.Sd:,_ Tj:!:.l&~42,- u~ted 
s~te's·'~Code;·:·S~o:.:l~Olj-_~t~-seq~ -::see also Title ).8, Unite~ states Code;·:secs. 
j9l~t.''to.'79P,~:-bo:th ihcl~sive/,apd Executive Or~r--No. lO.j)l04, february 1, 1950, 
111·'.-~,; -n ··t!'ei·.-~ , __ -- - - · - · -· "'·.· _,-.• no·.·~.r ·Ji' ._, ' :: · ' • · -~ • ·. · 

. . . ' 
.. . . ~"' ....... _;·? . .. . ~ . 

_ 2.. .• _Th6 Con~ac~or agrees to con,tonn t0 all security regulations 
-and reqUirements of t~ COmmission. ~cept as the Commission Ill.aY..-- ~u.t.~brize; 
in accordance -with the. Atomic Energy Act of 1946, as :wended, th~"'CC~t.£-.lc;·< 
tor shall not perini-t. any iridividual to have access to restricted data· ·until 
the desigila~ed-_ _j:livestig~ting agency shall have made- an investigatioii- ana· re­
po~ to the Co:idm:i.E!sion .on the ch;uoacter, aspociations, and loyalty of. such 
individual_; and: t}?.~ cOmmission shall have- detennined that permitting such 
perSc?n to have _access to restricted data Will not endanger the common de­
fense and security. As ,used in this paragraph the te:nn 11desigiiated investi­
gating _agency" means. 1J.le ·United States C,i;vil Service Commission or the 
-f_ederal Bureau of'.-InVestigation! or both, as determined pursuant to the pro­
vj;sj,.ons of the· Awllrl,c Energy Act of 1946, as amended by the Act of April 

·· ~, 195"2~ ~PUblic- Law 298, 82nd COngress, 66 Stat~ 43• nle te:nn · nre~tricted­
da.tait ·as used-_ in this ,paragraph means all data concerning- tP.e manufacture or 
utilization of atomic weapons, the production of fissionable material, or the 
use of fissionable- matel;-ial in the production of power~ but shall not -in­
clude any data which _·the Commission from time -to time determines may be pub­
lished without __ a<fVersely affecting the common defense -a.nd secuclty& 

· ~:·.:; :j-~;':_ 1.6roe:Pt ·as otherWise autnorized in writing by the Commissi<?n, 
the ·9ontrac:t;or _shall,_ insert in all agreements, made pursuant to the provi.:. 

-:sions o£ thi~-contract Which~ involve- security information, the provisions 
ofp~agr~hs l ·and 2 of this Article. · 

ARTICtE B-II - . DISPUTES 

- . _l!:Xcep~ . a~f 'otherwise specific illy pro~ided in this contract, -ill -
. disputes between t]:le_ parties wfiich may 2rise uDder, or in connection With, 

·. mi':Part 'of't.iii!:l cont¢~ct, prior to, filial payment_, and which are not dis·-
. pos'eQ. of by .mutu.a,l' ~greement, Shall be decided by a ~epresenta.tive of the 
C9~ssion, duly '~thorized to supervise and _administer_perfo:rinance o! the 
tllXlertakings 'hl!Jr~under:, who _shall red1.lce his. decision to wri t:lng -and mail 

-a copy of 'sa::l..d' decision. to- the' Contractor; s~d decil?ion sbali be final and 
'conclusive- on the 'parties hereto, subject to the right of the Contractor -

. to appea].,, ~s p~v:ided for _;ill the sentence next. following. Within thirty 
. days from the mailing of said deciSion~. the Contractor inay appeal, in 
writing-~ to _the Coimirl.ssion; whose written decision thereonj) or that of its 
duly authorized representative, representatives, or Board (but not including 

-a.-1 
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the Commi~sion representative mentioned in the f~st sentenae of this 
Article), duly authorhed to determine such an appeal, shall. be final and 
conclusive on the parties hereto.· If any such dispute arises during per­
formance by the Contractor of :its undertakings. hereunder, the Contractor 
shall diligently proceed vith the performance or its undertakings under 
this·contraet, pending the decis~on of su~h dispute. 

ARTICLE B-III :·:_- NON,.:piSGRIKrNATION IN EMPLOYMENT 

In connection with the performance of·thi~contract, the-'Contractor 
agrees not to discriminate against any employee or applicant for employment 
because of race, creed, color, or national origin; andfurther agrees to 
insert,the foregoing provision in alf'subcontraets hereunder except sub-
-~ontracts for standard commercial supplies or for raw materials • 

. ... 

ARTICLE ·B-1-"V ·- EIGBT.:..HOUR LAW 

"""'" No labor.er or mechanic d~ing a.nY'. part of the work contemplated . 
by this contra~t, in the employ of the'Contractor or any subcontractor con­
tra~ting for anypart of said work contemplated, shall be required or per­
mitted to work-more than eight hours in any one calendar day upon such work, 
except upon the condi ticin that compensation is p,aid to such laborer or 
mechanic in accordance with' the provisions of. this paragraph of the contract. 
The. wages of every laborer or mechanic employed· by the Contractor or any 

· subcontractor engaged. in the performance of tbis':contract shall ·be computed 
on a basic day rate of eight hours per day and work in excess of eight hours 
per day is permitted only upon'' the condition that -every such laborer and 
mecha.ni.c shlill be compensated for all hours worked in excess of eight hours ' · 
per day at not less than one and one~half times the basic rate of pay. For 
eaCh violation of the requirements of thi~_pa.ragraph·of the"~ontract a penalty 
of five dollars shall be imposed upon . the'llontractor for . each laborer or . 

1 

mechanic.for every calendar day in whiah sucli employee is required or per­
mitted to labor more than eight hours upon said work :without receiving compen­
sation computed in ~ccordance llith this paragraph of the·· c·ontract, and all 
penalties thus imposed shall be withheld for the use and benefit of the 
Governmep.t: Provided, That this stipulation shall be subject ip all respects 
to the exceptions and provisions of the Eight-Hour Laws as set forth in U.-S. 
Code, Title 40, Sections· 321, 344, 325, 325a, and 326,; which relB.te to hours 
of·labor and compensation for overtime. · 

ARTICLE B-V - COMPLIANCE WITH LAWS. 

Except as otherwise directed b,y the Co~ssion·the Contractor 
shall procure pl1_ ne.ces~ary permits and licenses; obey and abide by all 
applic~ble laws, regulations, ordinances, and other rules of the Un~ted 
State~ of America, of the State; territory, or political subdi-vision 
thereof, wherever the work is done, or of aJlY other_duly: constituted public 
authority. 

B-2 
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ARTICLE B-VI - ASSIGNMENT 

Neither this contract nor any interest therein or claim there­
under shall be assigned· or transferred by the Contractor,except with the. 
prior.written approval of the Co~ssion. 

ARTIClE 'a:,_ vii - LABOR DISPUTES 
. . . 

Whenever an actual or potential labor dispute interf~res or 
threatens ;l.nterference 1oli th the work of this contract, tlie::'Con~ractor 
shall ilmned;l.ately inform the Commission of such dispute and:·of the · 
relevant facts. 

ARTICLE B-VUI I . 

. No member of or delegate to Congre~s ~~~resident commissioner 
shall be admitted to any share or part of thi$~ontract or to arr,r benefit 
that may arise therefrom, but ·this provision shall not be construed·to 
extend to this contract if made with a corporation for its general 
benefit. 

ARTICLE ~ - COVENANT AGAINST CONTINGENT FEES 

1. ~The Contractor' warrants that no person or selling agency . 
has been employed or retained to ~elicit or secure this··contract upon an 
agreement or .understanding for a commission, p~rcentage, brokerage, or 
contingent fee, excepting bona fide employees or. bona fide estab~shed 
commercial or selling agencies maintained by the Contractor for the purpose 
or. sec~ing. business. For breach or violation of this warranty the Goveril­
ment shall have the rig~t to annul this contract without liability or in 
its discretion to deduct from the contract price or consideration the full 
amount of such commission, percentage, brokerage, or contingent feeo 

. 2. Unless otherwise authorized by the Commission in writing 
the Contractor shall cause provisions similar to paragraph 1 above to 
be inserted in all subcontracts and purchase orders entered into under 
this contract. 

ARTICLE S;-1. :.._ CONVICT LABOR 
\. 

In connection with the performance of.this contract, ti:te Con:tr~ct~~· 
agrees not to ~mploy any person undergoing sentence of impriso~ent at hard 
lab~r •.. This provision shall not. be construed to. preven:t the.:.Contract.or · ·. 
or any~ subcontractor from obtaining any of th~ s~p,plies . or ~ny eomponent · 
parts or .ingr.edients to be furnished under this 'contract or any of _the 
materiels or supplies to be used in connection with th~ per.formance or 
thiS: contract, directly or ;indirectly, from a.nY Federal,-· state or terri­
torial prison or prison industry, provid~d, that such articles? materials 

SYL00067848 
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u'NI'l'Eri STATES -'""'"-r?SR:·c·'·'-,B•10''"·~~l:Y:-'cj 
-liroiuc ·ENERGY_- c®·O:ssroN 

·New York Oper;lti6ns . o!fice · 
P~ C>"o ·Bo.1e jo-.1:· A:riso~a :station 

· -New Yo~,k_ :23-~ -lfew-tork · 
·, .. ·· .·, 

. •'. -~· 

·Name: 

Re.(e-r(irice is ni"~de · to Letter· Contract. No._ -AT~30:;.i}.,;l29 3 9 dated December 10, 
"1951~ Whereby .. you undertook to conduct: ·c-ertain studies :J eXi>eriinental ;tn .. 
vestigations-1 ~~ other rese.U.ch and development Worko 

Subject.··· to your-written acceptanceJI said Letter Contract9 as previously 
modified, is hereby modified· ftir-the·r, but oiJ4y in·· the following particulars: 

~ _-_ _ lo_~ ~e _date· ·n·september JO, i952~~ i~ s(ibs_tituted tor· the date 
"Auglist 313 19.52~1 fu ·par~gr~h 6(a)" of said Letter Coritr_aet. - -· 

_ :2-•. P~a~aph --5 of said Letter: Contract is renumbered paragraph-
5( a). ·and the follow.fng is. insertecL in ·said Letter Contract ·as. par;,graph 
5(bh . . . . . . . . - . - . -

. '''~'"·a-. ·~-- .. -.- , . -~--··-'--
...... ::, .. ,..,.--. . . . . . .... . -

. . . . 

·' 

. - .. - .. 
- . . ... ~ . 



. . ii. The terms of this Letter Contract shaii be ron-. 
sidered adequ.ate security f'or the advarice p~ent; provided, . 
·h6wever,_ :that as a condition precedent tO the making of any 
··amiice under -this paragraph 5(b), t,he Contractor ·shall furillsh 
to the Goverrurient such ~dditional. secul-i ty as the Commission . 
may p_rescri'l~e; and provided, .fur·ther' tlia t if at ·any time th~ 
CO!liJ1!issio:p _deems "the ·-then sectirity inadequate, the Contractor 

. shUl furnish .to the Goverilin.ent such ·additional security, in 
f1ie :form ·or ~ mirety bOnd or bonds, ·as is ·satiSfactory to the 
COmmission-o · · 

ii:Lo Fran tiirle.·to time the Contractor ~ make repay­
ments on-.;.ccount or tm ··adVmce p·aymento 1he ·ad~ce p·:zyi!lent, . . 
tog.e:ther with payments received pursuant to. J:iaragrap_h 5(a) ·above, · 
.-s~all -~t no •time exceed the·limitfrig an6tmt ·set forth in ·said .. 
-paragraph 5(a)' and any 5Uch exc.ess shin. ·be- ilmnediatefy repaid 
')Jy the. Contractor t,o· the GOVernment, or~ i;r ~y payinent is due 
from the· Goveri:liilerit tc the COntractOr~ shall. be deducted there-
fromo . Moreover, if. at :in.y time, in the opinion of the. Commission,.· 

· the miliquidated balance of the. advanCe p~ent exceed:( the mnouD.t 
necessary for the current needs of· the Contracto·r, thej ~mount of 
silch excess shall, upon danand by the Commiss-ion.? be promptly . . 
repaid to -tli.e GOvernment. · 

lv. Until the ·advance payment :!-s fully liquidated, 
aU funds received as ·advances l.Jrider. this Letter Contract, to­
getrer with all funds received ptif'Siimt to -paragraph 5(a) . 
hereof,. whLcb cover expendilures made from the advance payment; 

. shall be deposited in a spe.ciai bank account or accounts at a . 
manber bahk or banks of the Federal Resertre System or ~ I In­
s-dred9 bank within th~ me~ing of the Act creating the ederal 
Deposit Insurance Corporatio·n (Act of: August 23, 1935·; 49 Stat., 
684) as amended (l2 U. S-.-Co 264) separate from othe·r funds~ Such 
·sp9 cial bank account or acco_tirits shall be desigria. ted so as to 
indic.~te clearly •to .the •t;B.t_llc .their. sj:>ecial cl¥ir~cter and p~pose, 

. ~d the ha.lance in ·auch account or acoo"unts shall be used by· 
. tiie Contractor exclusively as a revolVing .:f'tilid. for -performiilg· its 
undertakings tmder this Letter ·contract and not for· any other. ·. 
btis?-ne·ss of the Con~ractO'ro Any balances tram time to t~e _in 
Such speciil account ·or· accounts shall at all tllries secure the 
repayment of the advance ·-piyment, and 'the Government shill have a 
lien upon such balances tO sectire the repayment of such. advance 
payment, which ·lien shall- "be -·superior to ·any other lien upon 
·su~h: ~~c~unt or acc·olirlt~; jiroVicied.~ 't1iat .. lhe .O:ank .. sha,ll. be . \tn~~r 
·n:o liability f.O -~ny -party -hereto for the withdrawal of .~Y f~ds 
from said ~})(36ial ·accoUnts- upon checks, Pl"Operly i.ridorsed ~d 
signed by the Contractor, except that after too receipt by 1-.he .. _ 
hank of writ ten directions from the Connirl.ssion the -bank shall-·act. 
.thereon and be under ·no iiabiii ty to any :P.arty hereto ror_ any 
ae-tio·n taken in ·a.ccordai:ice ·wrth the sidd written cii:rections. 
·Any ··fiist-rrictf.ons or-·w:ftten -cilre.ctions -·:received ·by t~ ba.rik fu _(f~~- . 
eoll!se upon u. So.·A~Jnic Energy· COmmfssion =?tationery ·a:n(fpurporting 

. to be -signed by~ in behalf, ·or at trn dtrection ·c;r, the Comridssion 



J •. 

i 
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or Its duly ·a.ut;&orlz_ed repre·seritati ve shall, insofar as the rights,. 
ciuties; and "lial:>l.li ties of t;be bank are Concerned, be conciusiveiy 
deeined ~0 }ia.ve liab:iiitfes of ti-e bank are ooiicerried, be coricluaively 
dee·med to have been properly issued and filed with the bank by the 
Conn:nission. · · · · 

. . vo Suhjec_t to the ap·proval of the Commission, the. 
ContractOr Iiiay make :su.b.-advances to sUbcontractors and irlat.erfalmeno 
Th.e mibcontrac~Ors or niateriaiinen to whom such advances are "niade. 
shill fuinish adeguate sec"iinty "therefor. Unless <:)ther secUrl.ty 

·approved:-an.a ··requir.ed by the C6nnnissioil is· furnished, c·ovenants 
. ill "subcontracts or "purchase agreements eJq)ressly made for tl,le 
benefit ·at t_he Governmen.t.9 proViding far ~ s·uo~special accorin~ ___ with 
GOverinnent lien tl»reon ·and for a GOverriinerit lien ori or -title f.C) . 

. pr~rty.9 tangible. or :bitang:ible·, purchased froin the 8pect8J.. ac_count; 
and ·imposing upon the. sU.bcontractor or materialman sUbstan.tiail.y ·. 
tfu ·same -rights ·as ·-are provided herein -between the Governm·mt. ·and 
the Contractor; ··shall he dee!OOd minimum a.dequate security for· s~h 
sub~advances. · 

. . 

Vi. The Ccmtra.etor shall_, at ail reasoriab~ times, 
afford to the:_Cc)iinnissi'on proper facilities for the in~ect:i.On and­
·a.udlt of the ContractOr's pertinent accollhts, and the COntractor _ 
hereby agrees that the Connniss ion may.? so far as the Contractor 1 s · 
rights are concerned, dUring .business hoUrs~ inspec.t and -jji,B.ke • 
copies o_f any entr.r~-8 in the books and records, of the bank or 
banks relating to ·the said apecial account or accot1nts o · 

viio _Airy assfgrUnent of _lOOnies due or to become dtie · 
under this Letter contract shall be. subordinate to the. rights or 
claims of· ffie Gove.rriilferit arising under this Letter Contract by 
virtue of the adVance payment or otherwise. 

·Viii.; . If upon' tenniriation of' this Letter Contract, . _ 
pursuant to either paragraph 6(a:). or para~aph 6(b) ~reof, th~ 
advance payment ··ha.s·"·nat "been .t'uliy liquidated, the Unliquidated 
balance of the. advanc~ "payment. shail })e d~ducted from. anr: p·ay- . 
ments otherwise due the ~ntrac.tor under this Letter Contract; 
and if the ·5q;m.· or·:·Sum.s dlie .. the COntractor ·be in511l"ficit:mt· to·. 
·ewer . ·su:ch -'Bai..~ce, ··bha·- defld.ency- sn.afl be- paid -by the ·eon.,. . 
tractor ii1 cash fortiimth ··after · deniAhci ahd final ·ajidi t ·by the 
_C9mniissioh ··or il."l iccoUrits ·:re-specting this tetter Contract;· 
provided, however, that" such deduCtion shall not be rna~ prior to 
such .tin:ai ~)idi t · tinle·ss; a:nd- then only to the extent -that, ·the . 
Commission de:t_~rin.~ne'_s ••that such action is reasonably required 
.in order to ·a:ec~re _ tll:l-~ventu:.:il repayment in f'ul.l to the Govern;,. . 
merit of tbe unlfquidated ·adv'anc·e payment. .If any dema,nd made 
in accordance with this subparagraph viiio is not root upon .. 
receipt of such . d~mand cy the. Contr~ctO"r_, the · amoU.nt dfjmai1d.ed 
·will bear ii:lterest a~ :the tate of sii per ee11t ( 6%) per· ·~nuiit" 
.frOm the date at 'tile -·:receipt ·61" too d.ariufnd \mtil payment is .... ---., 

·made; :ProvidSd.ll_ "however' truit such p_a.yment_ ·or inte:res:t:::Iif)i~~P! 
waived as to any sun1-repaid oy the Contractor lrl. thin fifteen (15) 



-. ~·..:. . . 
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days a:t'ter the amount becomes dlie·o If atid when. fue ·advance 
paymeift has been· fully iiquidated, any money remaining in ·the 
speCial bank account or accotint$ shall be free ·an<f clear of 
any·l~en.··Under this paragraph 5(b) a.oo tile bank or banks oon­
cerned sm11 have authority to pay same to the Coiitractor~n' 

3o .. The :rotiowing provision is added to ·said Letter COntract 
as paragraph 16 thereof& . . . 

111().; . (a) The·. don tractor agrees that the· Com:Pt.roller. General. 
of the utrltkd States. or any of his chly aiithocizeci representatives 

. sbal1.9 titit1l.the· expiration ofthree·ye~s.· after tinaJ.· pa:Ym·ent 

. under this ~tter Coriiract9 have access to and the right' :to . 
e~e .any dil'ectly pertinent books.9· doctiinents 9 papers· and 
re·co:t-ds of tb,e Contractor involVing transactions !"elated to 
this Letter· Contracto · 

·(b) The Contractor further agrees to include in ali 
his S"Q.beontracts he.retinder a provision to the effect E· .. t the . 
suocontractor agrees that the Comptroller General of .. e .United . 
States or any of his dulj authorized repr~sezitat:tves 'hall, until 
th:e expiration .of' tln:-ee ·years after final pa.yment under .this 
Letter Contract with the Govermnent,~~ have access. tcf and the right 
t6 examine arty directly pertinent books,\) documents, 'papers.9 and . 

·recOrds of 5oo h. subcoritracto r involving transactions rela.'ted. 
to the. sUb contracto .• 'l'h3 term subcontract· as used here:iD. does 
not include (i) purchase orders not axceeding $500 9 or (ii) . 
contracts. o:r. purchase orders for public utility services at 
rates. established for uniform· ·applicability to the general 
public·~ 

(cJ No-f,l)ing in' this Letter Contract shall be deemed 
to preclude. an audit by the General ACcounting· Office of any 

. transaction under 'this Letter Contractoff 

This Letter e~cuted in triplicate· on behalf of -the United States· 
is fo~ed to you for your considera.tiono If sa:tisfacto:ry.ll. it 
is requested that the iblloWing acceptance form. on <;Opies 1 and 2 hereof 
be executed on 'behalf of yoUr comp~ey· and such copies returned to this 
offi-Ce ·as prpfupt!y a.S possibleo . COpy 3 is. for your· retention~ Such 
accepb.nre will ·constitute this tetter' an a."l16ndment of said Letter to 
the e:>.,.-tent set forth hereino 

Aceepted& Very truly yours~ 

THE UNJTED STATEs. OF. AMERICA 

H. B. FRY 

~4= AUTHORIZED REPRESENTATIVE OF THE: 

ATOMie• ENERGY. COMMISSION 
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UNITED STATES 
AITOMIC .ENERGY COMMISSION 

. New York QPer&tions Office 
P •. o. Box 30, Ansonia Sta;tion 

New . York 23 ,, New York 

Responsive Record 18 

LETTER CONTRACT NO. AT(JQ-l)-1293 
· . Modification No.. 7 

Sylvania Electric Products, Inc. 
p. o. Box 6 · . - · 
Batrsid6,. Long Isl.and, Ne~ York 

. . 

. ATTENTION: Dr. W~ E. Kingston 2ndReviewDate:~~IP'-f-J 
. . . . . . . . . - .. 

Gentlemen: . · · · _ · ·. b~3r>1e _ _ _____ -~& -:lJ.-~~--7-_ 
. . . . · · Authorit~: "0' .· .· .. · 3.C ssifi · n_ · 

. Referenc~ is made to _tetter Contract·N~-:--AT(JO-i) -~;,·dated nee-ember 1o,f//Jb 
1951, whereby you undertqok to conduct certain studies, experimental in­
vestigations, _and other research and_ development work. 

SUbject to your written acceptance, sa:id Letter Contract, as previously 
modified, is hereby modified further, but only in the follold.Iig particularg 

. 1~ The date "OctOber 31,_, i952" is substituted for "September 301 

1952" in· paragraph 6( a} of srld ~tter Contract. 

This' Letter~ execti ted 'ih tripllca te . 0n behalf of the United Staltes. is for­
warded, tq . you for your considerart:l;on.;. . If SB.Jtisfactozy'. it- is requ~sted 
that_. the folloWing acceptance farni ·on copies 1 ·and· 2 hereof ·-be eJc:ecttted on 
behalf. of your company ab.d such copies returned. to this off:l,..~~as:-prolilptly 
as,possible. Copy·3 is :for your retention. Such a~ceptan~~:)d.1i~~qof.u>_ti~ 

. ttite this. Letter an amendment of said Letter Contract.~ ~htj;.~~rtt' ~)-, 
f th he ~.;. . ' ., .. ' . \ - ....... 
or re.uu ·. . ·,_..,">, ... _,_';'~\'4". s~ <~-' 

. . . . ' '. "\,>"'-: 1 \~ --~\ 
Very. truly yours, ·· .: c;, . _.,..,~- l~ 

. . . . \,;;.)\ (J ~-t-.:~~:·.~~~ t.ft:J 
THE UNITED S~ oi"~ick''~ ~0 TQJ 

Accept.edt ·September 30,. 1952. . · _ . ·~.:.,~i,o)"~_ .. \~"-'\· _ Ct,·'·,.; 

:VA:z~4:•:NC. Byt UNITWSTATEU C .-;=u&~ltsv.,..~ 
Titlei: Vice-president 

r I .s:ROO·R~spoiiseto::; • · 
FOIA (SR}~ 04-028 
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UN I'I'ED STA'lES 
ATOHIC ENERGY C01'<1MISS ION 

New York Operations Office 
P. o. Box 30, Ansonia Station_ 

New York 23·1 New York 

LE'I''I'ER CONTRACT NO.- AT(30-l)-1293 
Modification No,; 8 

d I -

Sylvania Electric Products, Inc. 
P. 0. Box 6 

~~~--~~~~~~~~~~~~~~~------~ 

Bayside, Long Island,. Nm-1 York 

_ATTENTION: Dr. W. E. Kingston 

Gentlemen: 

Refcr·ence is made to Lettei-

vestigetions, and other 

Determination (Circle Numb(3r~ 

1. Classification Unchar:1ged 

~t;!t£:1._ 2. Classifictn Changed To: 

Subject to your uri tten acceptance, said Let-ter Contract, as previously 
modified,- hereby is :n.odified further, but anly in the following particular: 

_ l. The date -"November 30, 195211 _is substituted for "October 31 7 

1952" in _paragraph 6 (a) of said Letter Contract._ 

If ur:_s T:lodification is acceptable to you, please sign arid return two copies 
-thereof' to this office as soon as possible. -

'Ac-cepted: October 31, 1952 

VerY truly yours, 
- -

THE TJNriED STATES OF ANEJliCA 

By: MIG ENERGY cm,U'4ISSION 

-._ 
H. \1. ~ , -J~ .-' , ~· .-- -7}::>-,- . 
Au·rx~[:"ii'::-1::':0" R~R~~Nt~1WE- OF Tl-ft. 
ll c- A-~- '"'C E ·-' ' -. · ~ .. · · ...... ; __ . ~~--<;.r.tGY C?_tftMISSION 

(i 12f-~ 
.:.., 

. ::· :-· . ~- :.._~ -.. · .. 

' 
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UNITED STATEs 
--ATOMIC ENERGY CO!tiiSSION 
New York Operations Office 

P. Oo Box 30~ Ansonia S~ation 
New York 23, New York 

Responsive Record 16 

LE'ITER CONTRACT 00. AT(30-l)-1293 
Modification No .. 9 _ . -------·--

.-~ted: JW-mffi~EQ!Ui;~ttacATION A~VIEW 
: 

Sylvania Electric Products, Iric. i 1 s; Review Date: Determination (Circle Number) 

P. 0~ Box 6 _ 1.-Classification Unclic:mged 
Bayside, LOng Island, Ne:w York ___o~~~TF-r-:- i. ciasslficatiOn Charlged To: 

ATTENTION: Dr. w. E. Kingston 

Gentlemen: 
Name: 

Reference is made to Letter Contract Noo A1'(30-l)-1293, dated December 10, 
1951, whereby you undertook to conduct certain stud2es, experimental in­
vestigations, and other rese~rch and development work. 

Subject to your written acceptance, said Letter Contract, as previously 
modified, is modified further, })ut oniy in the following particular: 

1. The date. "January 31, 1953" is substituted for-;t''November 30, 
1952" in paragraph 6(a.) of said Letter Contract. -

If this modification is acceptable to you, please_ sign and return two copi.es 
thereof to this office as soon as possible. 

Very truly yours, .· 
Accepted;- November 30, 1952. '!HE UNITED STATES OF AMEP.ICA 

:;:·L74m"Nc. 
Titlet Vice President 

By~ UNITED STATES A 'IOMIC ENERGY. COMMISSION 

D. ----::::.-=- -·-
/?... .. -i [ 

--- '~-- .~--~~~~--~~~-------:-

~-I · SROO Response to · 
· : FOIA (SR) - 04-028 

I -
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GC:IJL:cc 
AT( .30-1) -129 3 

Sylvania Electric PrOducts, Incc. 
Po 0. Box6 
Bayside, Long Island, Ne.w York 

ATI'ENTION: Mro. E. Finley Garter, 

Gentlemen: 

LETTER CONTRACT 11Q. AT(30•1)-129J 
Modification No. ·10 

Dated~ January 13, ~9~L------------··-··· 
I. WSRC D CLASSIFICATION REVIEW 

1st Review Date: ' ;2.· Determination (Circle Number' 

1. Classification Unchanged 

2. Classification Changed To: 

Reference is made to Letter COntract.-ftmegJ·~. :~t$:~~~~'f,~trl~~Effi'i~~~:tf.;==!:IE 
1951, l-rher.eby yo"u undertook to conduct certain studies, experimental in­
vestigations, and other research and development w6rk. 

Subject to your written acceptance, said Letter Contract., as previously 
modified, is modified fu,rther, but only in the following particulars: 

1. The date 11February 28, 195311 is substituted for "January 31, 
19~3" i.n paragraph 6(a) of said tetter Contract. 

2.. The amonnt 11 1\ro Million Five. Hundred Thousand lhllars 
{$2,$00,000.00} 11 is ·substituted for 11 Two Million .DJlla..rs ($2,000,000.00)". 
in. pa:r.;ah7aph 5{ a) of said Letter Cont:ra~t. 

Tf · thj_s inodiiication is· acceptable to you~ ple.:i:se sign· and ret-urn two ·copies 
thereof to .this office~as soon. as poss:l.ble~. 

Accepted: · J a.t1ua.rY 19, 19 5). 
very tru2i yo Ul" s,. 

THE UNITED. STATES OF AMERICA 

SROO Response to 
FOIA (SR) - 04-028 
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uR;; .. f JAN! o e 

SECURITY ff{filNMATION 

R. 11. Cook 
1> ' Director ot Production 

~\tft> \ ~"p. 
_;j,(p~ 

'" 
APPROVIiL OF AlU.RD OF CORTRACT RO. AT( )0-l)-1293 11ITH STLVAJHA ELlCTRIC 
PROOOCTB, DICORPORATID 

snmoLa PaJ AD Co. 1\rrr.:~--~ ~npy 

l]J 
~:~-
~~::e 
~a a ., e >-
Itt - r: • 
tlO)tJ'"tJ - ..,~ .~ 

~ 0 ~,. 

: ~?~ll.f , . ~ k·-.. fi ~~-
.. ~1~:! .. :, .. ·'-' ;w~, 

lith reference to )"OUr memorandulll or December 24, 1952, S)'ll!bola C01UGa•k• 
wbject as abon, 1ou are autboriaed. to proceed with the e~ecutlon or the 
contra.et doCJUIIIent with Sylvania Eleotrio Products Inc.~ in ttt& oont!'11ot 
aoount or $)1 :l~3,e97. lle note that the definitive oontr&.ct hr:.s a oo:r;plet1on 
date or June )0, 1953. 

I ha.ve Dign•d the Fil'ldlnaa and Dehnlii.nntion nuthorhirtg the use of a CPFF 
oon~not with Brl"nnia Electrio Produoh Ina. Ton IIIA1 note that t~ome. 
alight lftOdltlcationa haTe been ed• in tb& dratta or the Find1nse rmd 
Determination which you IUbJdtted to ue tor review, in pnrticula.r, the . 
eliJilna\ion of the phrase 11 tbnt th~ use of e cont-plus-f1x~fee oontraot. 
1P likely to bo less costly t.he.n an7 other type of contnet for the 
servittoa to be pro.cured. 11 

~- ,, ...• ::.j 
.a:::: ~·. ~;: !! ... Revi_e• or the b.t.est. dra.tb contract doCUlltmt. has ju~t been COJDplet"ed bt" 
c:::..; ~ :: ~ } the Wamingtcm ata;ff and 1\ 1e wr undertstandlnt that the Office ot Of!Deral 
~ ~~; ~ ~1 -~ Counsel bas disCU!I&ed lfit.h 7our AeeiDt~t C.ouneel, Kra, Dlinoorabe1 ·many- of 
~;; •· >' ., ~ the poi-nt.:J tbsr bav~ raised in their ~ta to ua. It is our turt.bor 
~ ~-- "'· ::~ :j understanding that ;yQu contesaplt!.te -.nhriilg into contra.ct modiricatlona 
C2 'H ~~-~_; fo or the follorinc painta rdsed. by the Ottiee ot General Ccmneeia 
a-- ~· u '"4 en 8 r:3 ~ .; . 
~ - II t~ • 1. ReCOI!IIIen&t.ion is mad• that the liability or. the Govemmept to 

~ 'Ei ~ t pay t.he entire aeount ot tbe uee tmd oocnpaney allo"ance during p&~e 
e ~ ;a §' when the plant 11 _unaY&i~s.bla 1n llbole or part,. due to cuua1t;y, ·be 
.g ., ol.aritied (A.rtlole III 2. d., IV '' J .) 
·;a .S -!3 G 
t-.!!~~ 2. 'l'he ctratt contract. pro"'fidee that. t.be · u .. !lDd oceupiUlcy -~~ce · 

ill 1n lieu, amontt other tbingl, or 1\ltm .co•ta- or alt.eratione, addition•;­
iapron11enta, reaodelblg, or reccm•t.ruottm~ or ~be !acUities as are not 
allowable co1Jt1 unliar the contract (Article IY j.j. ( rt)) • 'fhb cr'!latu 
a qu.atlon or whether the u.. Md ooouP'!'Qc;r aUoWillloe h to be oonsid ere4 · 
in ot.tilet ·to the purcbe.ee prioe or addition II and improve111enta under Artlale VI. 
Mra. DunCOIIbe infol'lla us tbat. 1n10h M otr••t wa.1 not. intended, .6-Dd that 
thq bttve alread:r cbiiDged the coatraot. to dl81ete ( Yi) trot~ Ar.tiole IV ).J "• 
end to add to Artiole IV. 4. a proTlalon apeoifY!ng t.he t;yp.a or addition•, 
iapronaenta, eta. 1 that are to be t.reatttd aa unallonble oot'lte. 

"When nparoted from enclo!;",JTes. handle thhl. cJocument 
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-., , SfCRIT 
S£CURITV-#NFOR~1ATION 

). In o!'der to prOTlcle more fiexihilit7 ld:t.b reapMt to AF.C control 
oTer litigation 'dllder Artlole :xnv 2., lfrs. DucOI!Ibe bas sugges~ed and 
•• C01lQUr in the nbsUtut.i.on or *o:r" :lil lieu or "and• juat be!ol'e •{u)•, 
1n the nex.\ to the laat. llne of page 33 • 

.1.. !be drart oontract dooummt under Artiole III 2.' •• makes it 
IIIZUlda.toey upon the Gonl'lllftent to russu .. all obUgat.ione ineu'l"red b,. the 
contractor ln ocmneetion witb the termlnat.~ work. Coalssion standard 
totu of CPFF end 1-! eontraot. !&an this pl'OTidon diBoretionary.. It 
wu llr.. Duncombe• s und~retll!ldlnC th"t tbe Sylftl'li& ocmtnot prorll'iion 
followed procurement in,.tructlons but thll!l doe11 not eeem to be tbe ca~e 
into!al" as the Otriee or Geunl Cawtsel and the Division of Gonetruotlon 
aacl Suppq -.re concerned. It ie CJt1l' ·understl\tldlng thet no procu~imt 
ln.Stnctione exist nak!Dg it ~~.~mcbr.to17 that &EO asi!Wie all ccm.tra.ot ohll­
pt1ons OD ter.ainaticm, In tb11 laok or oVf.lrridiDg poitcy considerations, 
1t woul4 e.ppear dedrable to gbs AEC dieoreticm uder the contract to 
requlre the contractor to close out these obligations, pctl"tieularl.,' 'Where 
it 18 oleer, ae ben, that elorut-ont expenses are reimbut-aabl•• 

s~ Retening to the Record of legotiat1oniS on page )3 there La !ndi ... 
cation that A!.C wad to aelnlll\e th& deoontutnatloti Md reetl)ra,tion ot the 
faoUitbe 1!' it did no.t exe:rciae it1t purchase o¢1on. The eontracrt. 
proT! :dona ( aee p&rticularly Artiole V 10. (a)) ttl this re~ &e9JI. to 
limit tbe Govel'Mentt a liability to r•l\ltor&tton ot stro~t;\lrtt~ 1"N80Dable­
•~ar end tear sxeept,ed, 1n oa:se ot remow.l qt Go'f1eJ:mlent pt-Qpert;y that 
18 lftruotural.IT ln~hd in tbe taoUUhfll• ~n this j,oint,, it 1s au 
undentonding that Ira. DunoOJBbo is of tbe op!nion that .there waa .no 
agreMent thllt AEC woUld cOIIIplett~q deconto~t. .md r&stqre, .that the 
record would be ouppl•ented to indicate that taots 11\ this repro, . aDd 

.that Sylv~$.a.bad renewed and a.ccepted the contract provblone ·m their 
pr6Stmt. form• 

'l'he Otflco ot General Co\Dlsel bas fUrther no~ that the teJ'1Dlnat.1on 
article (Article III) oontopl.a.tes that AEC rill bear cloe.-out expenaeo 
eYtrn where the \e~t.lm 1a tor def-ault·. (Arll-cle Ill 2. •···(til)). 
lt b anr 'QJld~rat.Ddillg that. this nli insUlted upcm \ly the corJb"~Ot;or. 

. . . . . 

. Bailed npon tbb wd.ntllltdinr; 70il .al'e autboriied: to ~xecmte :t.be .. ·contra.Ot 
•• it 111 DO'\I .drafted a1ut the llOd:lticte;tiona to take ~IU'O o'f -the .. ~e l'Qint.J-: 
can be executed at a later tla~ ~ conTenient to you ~d the oontnctor• · 
In accordance nth under&tanding• f"Mdaed bT plione, rou ~d tb, ~Obtraotor 
will n:e.cnte ~b oontrae:t. and ret\U"'l it to 111e tor aanWll. o.ppronl. · 

'lb• Dbiaion of Conet.rncit.ion end Suppl;r coo.l'di!lated CIOIIIIents boa the 
Dindone ot P!nance1 Organisation and ·PitreOMel, e4 Cc:"u'truct.icJG end 
Suppq, ancJ pr.eented oo~UHDts t.o lUI wbieb th.,.. eond~ered pertinent. A 
cow ot "their aeaorandwa dated Jt~Aua.:r,. :l:J, 195:3, 1a .uoloaod. We. euggee\ 
70U l'trrl.ew tbeee commeat. 1D the llibt or eonnreat.l"on• t.bat took plce~e 

~r.r-?iJ.~r ~· u~u~·tL 

SECuH!IV H~fJR~~ATION 
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S£CURIJY ,INfORMADDII 
Jn !lew Iork em irO'fellber .25 with •embers ot the "CC*Ibiion1• flauhiJJ(tC!D 
•Wt, and the Jleoord or B egotil!tl.ona l:Dd iJlCot"porate in the cont.empl.ated 
~41float1oo to the OOirl;rac:t tho•e point• wb1oh ue ·o~aldered appropriah 
&nd possible ot laoorpont.lcm.. · 

Returned bennritb are OC)pie• lA.i 2A, IQ)d )l ot tbe Roeo.-d of tlecoUo.t1on.a 
and copiel a,. 211 amd lA of the pl'OJM)Hd Clontraot;. •~ are lllso r.tnrnJ.uc 
tor your reoo:rda Jlppendlx B to thit oontnct.j We have ret.ained. one copt 
bert tor onr tll•e• · · 

We ainooerely regret tbe length ot t1111e that 1t. bills t~~oit$11 the W•sbineton:. 
•Wt to reytew \hl• draft eontra.6\. doo.w1111t.. We bope that· substantial 
ia~eMnt 1D tbi• regnri oaa ba •we b tho ~ture. 

Juclosnre•• 
1.;, Ueso (co) dW 1/2'Jh3 hll Bloch to Coot 
~-•· C7• 11; :u. )A; 1h~eor« ot Reaot.iaUons 
,._ o,.. u, 2A, 3A, Sfl'VDflia dra~ oont~.&ct. 
4•. eye. u M4 24, F1ndlllgs a:·veteno.ln8.t1®.­
' i C71 lA througb 74; A ppei'ldu A 
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C~ct No. A!'(J0-1)-1293 .. 
~- .. 

~ ~ 

'lHIS O:>lffliA.CT, ,entered into .~ of the loth day of December, 19511 
by a,nd between the _·UNITED S'l'ATES OF .AMERICA (hereinafter r.e!'err.ed to· ~s the 
"Oo~~entn},. apting 'thr9ugh the trnrtED STATES A'l'<irrC ENERGy COMMISSION. 
(he~inafter reter.red to as the· "C'lllllif1Sionli )., and SYLVANIA Elli:C'IRIC 
PROIIJUC'15.; ·me. ·(here:i..:h8.fter referred to· as the "Contractor"),; a corporation. 
orga.ilized and existing und.er .the Taws of the CommonWealth of Massachusetts:, 
with its princip,U place of busine~s in New York City, New· York; 

WIT~TH THATt 

. ~; by Letter Contract No ... AT(JO•l)-1293, dated December 10, 
1954. the G8'~rnm~.t and. the contractor. agreed~ ~ong ~ther thi.ngsj: that· 
the con_tractor would 'p~rfo'm for the Goi_ernment the research and deve1ep-
men._.t work proviO.~d far in ~a:t:d .Letter Cent::'lc~ and: · 

· WH:EREA.s, the ·aov~nment and the Contracter, as contemplated by 
. said Letter COntract, have negotiated. and arrived at this ·definitive 
· a~eem.ent which merges with and supersedes -IIaid Letter Contract; and 

. WHEREAS. ··this contract is authorized by hw, including ~-·~.· e Atomic 
Energy:Act of 19h6; · 1-

NOW, TBEREFOBE, the parties hereto agree as follows: 

ARTICLE I ~ SCOPE OF. THE WORK · 

1 •. The Contractor shall conduct studies~ experimental :investi­
gations and other research and develQpment ·WQrk for· the Go'verninent, the · 
details' of which research and development work are set fprth' in the c1assi~ 
fie<:i Appendix 'Br to· tlrl.s contract. A copy: of said Appendix 'B' signed by· 
the Contractor is· on file in the o:ffices of the Connnission and said Appen-

. dix 'B'. is incorporated herein by reference and made a part hereof~ 
. . . 

. . 2. The Contractor sh~ll f'umish all materials, equipment, . 
· facilities and p~mises, and all other properties and services requisite to 

· the proper performance of the Wbrk :wider this contract, except to the ex­
tent that th.e Gowmment may el,e~t t~ furnish ·such properties or services. 

ARTICLE II - S~'IE OF THE WORK 

1. Principal Site 

The principal site of the work of this contract shq.ll be the 
la:nd and plant of· the Contractor on Cantiague Road ill Hicksvillb, Long 
Island, iricluding,; but only from January 1, 1953 on, the one-story frmne 
building at thislecation, leased· at the date of comniencement of the period 
of per~o~ance of the work of this contract, to the United States !l)epaJ;tlllen t 
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of Agriculture, unl-ess the Commission approves a substitute site in writing 
and un:til the .date approved by the Commission for such substitution. 

2.. Al~ration :at sue . 

. The- Contractor s,ha:Ll alter the plant and other facilities at 
. any_. principal ~ite of the work, refe.r:red to in paragrap~ l· aboV:e; to .the 
· exwnt the bo~s~i"Qn c.onsiders sueh -.Uter~tion1:1 necessary· to the p:ro,per 
. perforinanoe.. o~ lthe: work hereunde-r •.. · ,. .;. · · . ·· ·-:;, 

~-; 

· TJie, Contractor shall not(· sell, lease-," lic.ense or .othe nds.e, 
t:rans,fer own_e~~lij.p pr occupancy/of .~ny.: p1a.nt spa~e .or other faci].~-ti~s at 

.. alfy,_princip~'-·:··~ite.:f!.- tna·_w~~ nlfer~d ·to in parag#atDh 1 -~bo'Y'~, ~ .. ~£ · . 
said site Qr an.y ~~tHm, the~9f, wi tlitout the· approval of :the Commis,sipn. 

4• · :ilqn·-C9nt;ract ACi'tivit~es, 
• i .. ; ';: .. ·_ \~-. . -~ . • 

. '·'·: .· · r~e .C~ntr~?tor tjball not engage in .~r ·p.~rmit ot~rs to. · .: 
engage in. act:t,.yities oth~r th~ aqti.tities in ~rf0rlb,ance of the· w¢-k. of · 
·this ·contr-act. kt ·any. {)rilicipa,:l. site of the wo.rlc ~..rei+e'd to in ·pa.I'Igr,aph 1 
above, withol1.t"the. approval or·the Co~issiono 

.·:·. 
5., Req_uest for \Approval 

; ..... ,. 5" . 

An.y re.guest qf the CQ!ltractor to the.Cop!Illission for approval 
pur~uant to either of paragraphs 3 or 4 above, shall s:Pecif'Y the ~:xt(mt of 
such transfer or non-contract activities and should further specify the 
Contractor' a. pr0poseq l;'eduction·.in the allowance for use and, occupancy set 
forth in paragraph )_:_.of· ~-r-ticle IV, GONSIDER.ATION, 8lld. the- Co~tractor 1 s 
estimate o-f the reduction in other- costs ·of this contract· to the Government 
that would- r~s1aiJ.t; shm~.ld -the C.ission grant th~ req:)_U«!JSted approval.~ . t.ny 
reduction in · t® . aUo~ce· for use and occupancy agreed upon shal;t be ret 

. forth· in ~n anie;P,d.JP..ep.t: to this contract. . 

ARTICLE III - TE1M, EXPIRATION. AND TEIMINATION 

1. The period of pa rformance of the work under .this contract 
shall conmence. on Deoember 10, 1951 and, subject to the. provisions of this 
Article, shall arid. on ·Jun!il 30, 19.53. · 

·2. Te:t;ninat.ion 

.. th. -F0r -Defa-ult. 

The· GOvernment may at any time tenninate performance of 
the worlr under this contract for the default of the Contractor. 

- 3 -
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b'. For the Cdnveni~nce of the Government. 

'- I 

The Government, at its election; may for its convenience, 
(i) from tU1e to time terminate in part· performance of work under this 

• "contract, qr (ii) at any time teTminate in whole the pe:i:'formance of the work _ 
· under this contract. - " -

c~ Notice of ·Terminatieri. 

Termination; under this paragraph, shall be effected by 
delivery to the Contractor of a written notice of termination, which _ 
notice .. (i}__shall speeify a date upon ·which said termination shall become 
effective., which date shall be at least sixty (6o) days after the delivery 
of said n:.otice; (ii) .in the event of'· a termination in part; shall specify · 
the portioq or ·portions of the work. so t€rmiil.ated and" .the periOd or periods 
during whiCh said. termination shall'. be effective; and (iii) shall specify 
whether said termination is for the defauJ.. t of the Contractor or for the 
conven~erice of the Government. Upon receipt.of said notice of tennination, 
·the Contractor promptly, except as the notice may direct otherwise, shall 
(i) discontinue all terminated work as soon as is reasonably practicable, 
if the· ncitfce so -directs; and in any event by the date specified iif said · 
notice of termination; (ii) cease all placing of orders for propElfty or 
services in· connection: with the performance of the terminated '!'iOrk; (iii)­
prbceed to the best· of its ability to terminat€··arl orders and subcontracts 
to the extent that they relate to the te~minated W'Ork; (iv-) assign to the 
Government in the manner and to the extent directed by the Commission, all 
the right, title and interest of the Contractor under the terminated portion 
of the orders and subcoptracts so terminated; (v) settle, with the approval 
of the 'Connnission, al.l subcontracts, obligations, commitments and claims re­
lated to the terininated work, the cost of which would be allowable in ac­
cordance with the proVisions of- this contnict; ('llj_) continue performance of 
such part- of the contr,act work, if any, as shall not have been terminated; 
and (yiiJ take such. other action with respect to the terminated work as may 

-be- required under ot-her Articles of this contract and, subject to the ap- · 
proval of the Commission, as may be otherwise appropriate, including but 
not limited to, _acti-6n for the prot~ction a ~d preservation of Government 
property. · · 

- 4-
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'. 
d. Entrr l~ J, zrnment After Default. 

(i) 

(ii) 

. (iii) 

(_iv) 

If perfonnance 9f· the work under this: pontract is --terminated for 
the dei'a11lt of -the Contractor, the Go"Verninent. (l.Fmay exercise 
thfi:_ gptii·m._gra.ftted ;tn· .J\rlicle VI, O~·nQll·IN THE GOVE!m1ENT, to. 
~chilse. the: pr;i.ncip~ ,:si ~--. of .. the---~1-ork ha.~under;. ( 2) raayJ'. . 
eXe~~;:;:e the ri~ht ~lv~~: itt it~~ (~i) _.of .. t~is ~b~aral?raph~. ~~-

In~11.f4-' ~f e~~~i~~ .t~. bp~i~~ t?.lP4rcpas;. refer~d t~ in (;t_) 
a~v~_,;,·t~e ~Y~PJIOO;nt ,lllay.· elect.?. ~vp~~nt .to, this Slibseqtion, · 
tQ1o~~1!PY" ;:th€l iJ+q)~,r.ty,'foh a per-~o41:.n~t.;.··t~ exc~ed oqe y~ar by 
p~rtg/.tb.e ·:. cbntraeto:P,. l mentplt_~ &h~gilin\.fuU; satisf.iation Qf 
PJ-1.! ~lfim~ of_· tpe Contr.~atpr:'_'~~-~rig::.o#t ;:of; said !3ntry arrl o~~. 

· cupancy, ·1nclucj.~ng ?-· c:).:i(iiJ1 .. ,fqr t:P,e- fa:i:r: ~ntal valu.e o :f ~s~id 
prelnises and_, fap;ilit:i,.e~'~ · .- S~d _ iJLo~th,l.f ¢p&rge _will--be·: a,~e~twelfth 
tl;le. yearly allciw~c~ . for use aii<i occupancy s~t. fortl;l in ·. subpara~ 
gr~ph_ d! of paragr~pif 3··of Artithe. IV) CONStDERATION. . 
. .· . . f .. - . · . 

. Af.ter', ~ennin~tton ~~r the!. def.~V.it ·9i~ the'·, c~~tra.~tbr~: anli tQ.e . 
exerct5e of. either the optiori. 9r. rigtrt referred to in. subpara­
graphs· (i} and (ii) above; ··the· dOve'~me~t· IilaY (a) enter· upon·· · 
anQ. have. ex~;Lusive ~;>ccupancy. or ariy.:.pr:iJ:Icipal sit'e of' the work 
desc:rib~d .. ·as such ·in parag.raph 1·of. Article II, SITE OF THE . 
~R!t;~_(!>j ___ !;Bke: p~ss~ssion, :t'o:t;" the!~ p:l·_riod. .of :such· occu!knpy, 
or:·a:(l '·i!taterials, . tOols, ·ma~inery· and; appliances. the din which 
maj',-be OWned by or ~e. in the po~s~~~i9n.of the Contractor, (c) . 
exerctse during said occupancy all: options, privileges arid 
rights belo~ing to or exereisa:'ble by the Contractor in connec­
tion with such premises arrl facilities, and (d) complete or _ 
employ ·others to complete, . the work of this cont rac·t the rein~~-

. Said occupancy if done under ( ii) above shall be for a period 
not to exceed one year. · 

!-. 
In addition, the Commission shall withi~t,_the limits of its 
authority, indemnify. and hold the Contr~tetor harmless against 
any damages finally awarded in court actions or. settle~t·s rnade 
Wi·th· the consent of tme. Commi£Sili>n, and against expenses inci­
dent to such court actions or settlements, where such actions 
and settlements a·re based oil clail11S by third parties against 
the Contractor arisin.g out of. actions, by the Government in use 
and occupancy of said-. premises and facilities ·pursuant to this 
subpara~raph d ~· · . · 

e. Terms of Settlerrent. 

Upon a termination of performance of all. or part of the work under 
this contract, full and co~plete settlement. of all cla~s of the Contractor with 
respect to the work o£. this contract so- terminated sh~ll be made as follows: 

(i) A.:;surrlption of ContraGtor' s obligati~ms·. The Government may at 
the dts~retion o(the C01nm1ssion, ~~~~.and becoroo, lia~le for . 
all-obligations, col1'irtlitm~nts, .and.dl'aims that the Contractor may 
have :theretofore in good faith und~r'jt~k~n 9r incurred· in ceml)ee­
t1oi1 1dt.h fhe terminated work, the eb~t, of which .WbUld be allow~ 
ablJJ in· accordance· ¥l-th the pro~isi!l>rt$· 0! this contr!;l~tJ and· th~ 
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(ii) 

. (iii) 

(iv) 

vont ractor shall,- as a condition of.: receiving the payments 
mentioned in this- A\rticle, execute and deliver. all such · 

-papers and take ail such s~p~ as the ·cQmmissiori may require -
for the purpos!3_ of fu.lly. veating in -the'.Government ~ll tii~ 
rights and, ben~fits of- .the'- Contractor under such obligatipns 
oh CODI!llitm~t:f~ .' -. ·" . ·-' . . : , . 

P~ent for !ilo~able Costs. - The Government shall.'r-eiffibuf.se 
-the Cont~ctor';,oh_·,aJ.~ow credit · fqr·· ~J.l ei.llowable costs :·}.n-
. c~q in -h:he perf~m~ce. of the.: tei'-Rrl,nateci wci>rk arid' nQt ;Pr;·e-

vi?l+Sly rei.inbtfrsi3d :~r ~the~se;· dis~~a;rged! - . -
• -~ . :~. . ~~· . ··: ___ -~. ~- . -·· . ~,.. - j.. • ~-~~~-

Pa:;ym~nt. f9r, Qlo.~~-Out: Etpen~eo - 'llh~; Oov~~ment sha~ .. reimbwse ·· 
the· Cdntract'or ·(a)· for auch~elose .. oflt expenses, i (b_) ·for such _ 
:furttier expeooitures :~s ·.are made after the.: date of. tennina ti<m. 
for:tiie pro~~'\io~Oli oi-the G9Ve:rtm~ent ·proparty., and (:c) for sueh 
legal- and. accounting serVices in. connection wi.th settlement, 
afi; are. requi'rad·:or appl'Qved by the· Comm:i.ssic>Ji.· · 

PaYm-ent on- Ac~u,nt. of -~he· ·Fixelli fee o 

a •. If the pe~formance of the- work under this contract is ter­
minated in 'lihole. for the default of the Contracto~, no. furtJ'ler 
payment on acco\Jflt of the fixed fee set. forth in · ubp~ragarph 

. ~ . . . . I . . 

a_4) of par~raph :1 of Art~cle IVJJ CONSIDERATION, shall be madeo. 

b~ If the P!'l.rfQ:&mance, Qf the r10rk v.nder this conti-act is . 'Ulr;_ 
minated in wl-(ole· for- 'j.ih~ .conve!lience of the Government, the .. 
Contractor shall be- paid .that portion of the fixed fee which 
the work .actually-completed., as determined by the Commission, 
bears· to tlie. ent;i.re · wqrk ~dar this- contract less pa;Yments 
previously mane on account of the 'fee~ . ' 

c.. ·If the perfonnance ·of· the work ·\mder this contract is· 
te:niiina ted in part for the convenience of the Government, 
the Contractor and the Gollll)liSsion shall- _promptly negotiate 
to agree upon an· equitable· &djustmeilt of the fixed fee sef 
forth. in . subparagraph a~, .of paragraph 1 . of lrti cle: IV JJ 
CONSIDER~TION, and the ·agreement reached shall be evj.denced· 
by a written, executed supplemental- agreement to this con- .. 
tracto If the Contractor a_nd the Colnmission fail to so agree 
upon such fee adjustment, within a reasonable time after. 
such partial termination, the failure to agree shall be dis~ 
posed of in accordance with Article XIV, DISPUTES, hereof o · 
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. . 3. J!?9?irationo In the event of expiration of the period of work . 
perfonnanee hereunder wftiliout prior. ter¢nation hereof, t~e Contractor shall ... 
(i) discontinue. the contract work at the end of· the ·day o;f.' expiration and · 
(ii) take such other action as may be reqUired uncler othe:r proVisions of this 
contract arid, subject to the approval or ratification of the .Co~ssion, as · 
~y be ot.h~rwise appropr-iate, including but not limited t~;>, action for the · 
protection and preservation of. Government propert,r~ . . 

4. · Chima. in 'Favor of the Government. The oblig~t.i<UJ. of the 
Government to make any of the payments required by this Article ... shall be sub­
ject ·to any -uns~ttied clai..mS in connection with ,this contract ·which the . 
Govermilent may have ·against the _Contractor" · Nothing contained· in. this .Article 
shall. be construed to limit or a;t'fect any otq.er. remedies .which the Government 

· may have as a result of a default· by the Contractor. · · 

5.. Settiement upon Termination .~r.· Expiration. Atry other Pr.ovisiona 
of this ·contract to the· ·contrary notwithstanding, tbe Contrac.tor and the Com-· 
mission may agree upon the whole or any. part of the· amount . or amounts ~ ich . 
the Cont:;rnctor is to receive upon a:rrl in connection with (i) any- termination 
pnrsuant to this· Article or. (ii) expiration of the terin of this -~-o tract Without 
prior termination thereof. 'Any agreement so reached shall be e"rl, need by a.. . 
written supplemental agreement to· this contract which shall be f 1 and · 
binding upon the parties 'with regard to their respective claims againSt each 
other except as therein otherwise expressly prov;i.ded. 

ARTICLE IV - CONSIDERATION 

1~ Compensation for Contractor 1 s Services. 

As futl consideration for the perfonnance by the Contractor of 
the work of this contract (including (i) profit on.all items and for all work.9 
ari<l (ii) reimbursement for all costs and expel"\5es listed hereunder as unallowa­

. ble costs .or otherwise no.t allowable urXier the terms of this contract) the . . ~ 
Contractor sball receive from the Government: · ·· 

a •. A fixed fee of .One Hundred Twenty Thousa~d 
Dollars ($a2o~ooo.oo). 

b. Payment for ailowable costs as hereimfter 
provided. 

2. Basis for Determination of Allowable Costs. 

The costs allowable under this contract shall be costs and ex­
penses which are actually incurred by· the Contractor in p6rfornurig the work 
under this contract ani which are necessary or incident to that performance.· 
Allowable costs Shall includ~, without limitation on the generality of the . 
·foregoing; the items described as al_J_owable in paragraph 3 o:f. tbis 
Article but shall not in any event. include tne items de~.crib~d as 
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\:- -, ' linallowable in par_agraph 4 _of- thi:~ Article except- to the extent indica ted 
- therein. ·Fail:ure- tQ aention any ite• of coet in this Article is not -intended 

to imply_that it is'either allowable or ~alloV.bleo 

~ •. ·Examples :of Allowable Cost$o . 

. _ · The followin~ are exu.ples of iteJtS, the cost of vhich is 
allowable under ·this contract to the extent indieated: ' ... ··. . . . 

. .. . -

. a;. ·Bonds and insurance, including sel.f~insura.nce; approved by 
the C.OIIIli~~ion;.: the co5.t of Which it5 not excluded by other provisions of· this 
contract·.- - - - -

; b. _ Transpor~tion ancl coismnmication, including (i) reconsi~.:. -
aent, ewitchin~, ci•irurra~e -ud diversion charges, (1;1)-loading, unlOa.ding,-

. sto.~ce, crat~ and pac~g· ch~rges·, (iii) local and lon~ distance telephone. 
-_ cbarcell-~. f'acai:idle and teletype ~:~essages, telegrams, eablegr~, radio~ I 
postaie, poet office ·box rental, aessenger charges and delivery servic~s. -

· - -c •. Materials, suppiies, tools, u.chinery, equipm.ent,ffuel and 
utili ties, ·including the cost of- processing ·and· testiiig there·of b1" ithers 
~- irispection, expediting, s_torage_; salvage and other usual e:Xpen~:~es incident. 
to ·the- .procurellent and use· thereof, subject -to the approv-.ls required under 
_any .other proTieio_ns of this contract. 

· (i) The Contractor may- use in its perforlna.nce of the vork 
of this contract,- items manufactured. by: it in the 
ordinary course of i t·s coDJ.ercial business, provided -
that the Collllission grants approval to each such use 
arid provided further- that the Co:ui:~:~ion ·and the Con-

- -- )-

. tractor shallhave ~greed, prior to any such approval, 
in vii ting but not necessarily by: execution of an . 
a:m.endmetit.to this contract, upon a: unit price or prices 
for such ite•so The unit price or prices so agreed-· 
upon may include. profi to - · 

- - -

(ii)_ The Contractor ms..y withdrav from its general stores and 
use in its performance of the work of this contract 
i te:irls purchased by it before or during the ·period of . 
performance of· this contract for its general stores, · · 
provided that such _vi thdrawal and use of said itelns · 
shall be in accordance with the Contractor's statements 
of its daily: procurement practices and procedures sub­
.!tted to the.do~ssiori and approved by the Co~esion 
pursu.nt.to subpara~ph b of paragraph 1 of Article IX, 

. ~OCURE1£NT AND SUBCONTRACTS~ The cost of any such item 
sb.B.ll be determined . in accordance vi th last-in, firs~ 
out inventory: account~g principles. 
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approved 

allowed 

(iii) 

,. 

:t_ \ 
. . ~~ ... . ~ . 

( 

The Connnission shall have the rr·ght to inspect any item 
provid~d by the Contractor for the work of this_ contract­
pursuant to sub-~ubparagraphs (i) and (ii) above and to .. 
reject any or all of such, items which the Commission de­
tennines. to be· defective, in· which· event there .shall be ·_ 
no cost to the Government· on acco\lllt of such rejected · · · 
items and the Contractor shall at its own non-allowable 
cost and expense, remove all such rejected items· from · 
any site· of the work to which they may have been de­
livered. 'lhe failure of. the Government to inspect and 
reject any such item prior. to its ·use. by the Contra.ctor 
in the work of this contract in accordance with the 
provisions of sub~subparagraphs (i) and (ii) above·. 
shall be deemed inspection and acceptance thereof, 
except as to latent defects;· fraud and such gross. 
negligenc~ ·as constitutes fraud. 

d. Patents, purchased designs and royalty payments, to the extent 
by the Conunission. 

e. Expert technical.or professional assistance to tn' extent 
by Article XXII, TECHNICAL AND PROFESS!ONAL ASSISTANCE • 

. f. Taxes, fees and c_harges, levied by public authorities, which 
the Contractor is required by lavT to pay, except these 'Hhich are :li;:~:;osed upon 
or arise by reason of or are me?,sured by the Contractor's fee or which are 
excluded pursuant to other provisions of this contract. This item shall in­
clude. interest costs and penalties incul'red. by· the Contractor in compliance 
with Article xx:; STATE AND I.CCAL TAXES AND FEES, hereof. · 

_ g. in accordance with Appendix n_Au, or modifications thereto_~· 
labor (whether as wages, salaries, beriefit:s, or other compensation, as 
prescribed by the Contractor's empioyme·nt and employee. welfare policies), 
recruiting of personnel, (including "help wanted" advertising), travel 
(including subsistence during travel), and the transportation of personnel 
and their household goods and effects. In case the full time of an employee 
of the Contractor is ·not a.pplied to the work 'of this contract, the cost of 
his labor shall be included in this item only in proportion to the actual 
t:ilue so eniployed. 

h. iEXpenses of litigation, including reasonable counsel fees,. 
incurred in accordance with the provisions of this contract, and such: oth~.r 
legal, accounting, and consulting fees as are approved by the Conunission. 

i. Alterations, additions, :iJuprovements and repairs to, and re­
modeling, reconstruction and ordinary maint~nanc~ of, facilities employed 
by the Contractor in Performing the Work of this contract, in accordance 
with Article XI, CONSTRUCTION, ALTERATION, AND REPAIR. 

j. ~n allowance of Forty-One Thousand Seven Hundred Eighty 
Dollars ($41., 7~0.00) for the period from March 1, 1952 to J)ecember 3~, 1952, 
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and Fifty-Tru-ee Thousand SiX Hun9red lhllars ($53,600.00) per year during . 
the. period thereafter of the Contractor• s performance of the work of this· con-

. tract at· the Hicksville· pknt of the Contractor,· prorated over said: period. . 
Said allowance is in lieu of. any chargl by the Contractor for ·the; -ils.e .. ?.-1:19-
ocq~~ncy of ·said plant and is in-lieu of .costs and .e.:kpenses actually. in­
curred by the COntractor ~ng said·_perio4. ·for 'the follqw.tng: 

(i) Depreciation of building~ on the Hicksville site of the'· wOrk: · 
hereunder. / · .. ,_ 

(ii} Real estate. ~es.,,. including; am:Ong others, school_, water, .. · 
and sewage taxes and speeiaJ. -assessments; ·an the land and .· 
bli\ldings-~t said Hicksville site. 

'' 
(iii) P:reini_ums. for fire, smoke, storm, and hail insurance, and 

silnitar prop~rty 'insilr.ance polic:J;esT on the Contractor's .. ~ . . 
Hicksi;Ule P~f;E~:: on ·all property of the Gontractor therein.· 

(iv) PremiUillS for public liability .insurance against damages to . 
. .·person~ ahd p~operties of employe~s a·£ the Contractor (except. 

but not· for Wo'rkmen's Compep.sation insurance). or of third.· 
persons, at the Contractorts Hicksville plant or resulting · 
frail!- the Contrac:torts op_erations therein. 

(v), Premiums for insurance against qamages to motor vehicles, not 
Goverrmient-owned, used by the Contractor ill conneltion with 
the work of this contract and against d~ages to persons and 
prop~rty resUlting from. operation· by the Con:tractor and its 

· employees of motor vehicles in connec-t;.ion with the work of 
this contract .. 

In the event . the lli.cksville pl~iit is totaliy or partially lllQ.d'e 
unusable fcQr the performance of the work of this contract as 
a result of fire, e;xi>losion or other casualty, the Conunission 
and the Contractor shall negotiate to agree upon an equitable 
downward adjustment of the allowance set forth in this sub­
par~graph j" If the Cormniss;Lon. and the Contractor ·fail tO ~ee 
upon such adju,stment within. a reasonable t,:i.me ·ot.rter· such ca-sualty; 
the .failure to agree shall be disposed·of iri accordance .. with, 
Article XIV, DISPUTESo . 

k. An' allowance (in liP.u of direct reimbursement) to cover the 
general and administrative expenses incurred by the Contractor's corporate 
office- in -New· York City allocable to the work of this contract. The ~ount 
of this- alloWance .shall be 'computed as a percentage, otherwise referred to. 
herein 'as the G aiJ.d ·A rate, of the co~ts of operation hereunder. For the 
purposes of this subparagr~ph costa· of operation are defined as the costs:, 
ldthout duplication, incurred by.the Contractor and allowable pursuant to 
:suJ?paragrap4s a, b, c, .. e, g, 1, n ~d q of this paragr;iph ·3 but excluding 
costs ·of capit-..1 items of machinery and equipment prcrcured for the work of 
this contr'act and including the .costs of ordinary repairs and maintenance 
to any site of the work defined as a principle site of the wrk by Article_ 
II, SITE OF THE WORK. . 

(i) A provisional G and A rate of three (3%) pe~ent, subject to 
review and. .r·etroactive adjustment, is agreed upon.at 
the commencement of this contract and the Government's 
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pajments to the Co_nt~actor shall be 'baseg initiauy upon said pro­
v:lsional ~ate. AB. soon after each June 30th during the term o,f 
this· contract (or as soon aft-er any ititervening date of terzn:ina...; 
tion or expiration thereof) as is practicable, the Conunission in 
consultation with the Contractor, shall review. the actual expense· 
to, and obligation incurred by, the Contractor during the contract· · 
period from. the . close of the previous period reviewed (or the date 
of collliilencement of the contract· i.:f.' there has been· no previous 
perlod reVieWed) to said june. 30th (or. futervening date of tennin.a..:. 
tion qr expiration) ~ttributable to tlle elements of costs covered 
bY 'this .. illo~ce~· ·Based upon s~ch reView, the Commission and the.· 
contractor shall negotiate and agree upon. a fixed ·rate for the 
period re.Viewed. Said fixed rate shall retroactively replace the · 

. prOvisional rate' hitherto -in effect for the ·period reviewed. said ·' 
fiXed r·ate, ·or any· other rate which the Commission. and the Contrac­
to_r may agree upon at sa:id negotiation, shall, as a llE:lw prov:lsiollU: 
rate, (i) retroactively replace the proVisional rate hitherto 'in . 
~ffect froin tb9 . close of the contract period revieWed to. the. date 

. of agreement on said' new rate, and (ii) pro~~~t.ively be the new. 
proVisional rate ·until it is in turn replaced'tpursuant to the fore­
going. by a new provisional or· fixed rate. In the event that a ·pro­
visional rat~ is replaced by a lowr or higher fixed orr· revision.,. 
al. rate,· suitable :retroactive adjustments in the ·paymen s shall be 
inade promptly. Fail:ure to agree upon· a fixed ra:te purs" · t to the 
foregoing shall be consid.ered a dispute· to be settled _in accord_; 
ail.ce wi-th the proVisions of Article XIV i; DISPUTEs, hereof. · 

. •. 

1. ·Costs of providing cafeteria, restaurant,. or .food corinnissary ser­
vices. to employees ·of: the Contractor directly engaged in the performance of 
the work hereunder. · ./ 

me. Expenses of moving and transporting the Contractor• s and Govern-· 
· meritt s property from any priricipal site of the work, as defined in paragraph 
1 of Article :I:I .hereof, to any other site for the mrk, provided that the 

. Connnission orders or approves in advance the inove,the new site and the method·· 
of · tran-sportation• 

n. Close-out costs incurred by the Contractor after the eJqJ:iration 
or termination of too period of. performance of the work of this contract. 

. _o. The_ cost to the. Contractor of compliance With health and safety, 
security and property management standards and regUlations. o.f the Cortunission~:·. 

P• . ·LOsses and ~:xpenses, including losses and expenses resulting from 
clai.nis of patent infr:Lngarient, not compensated for by insurance or _otherWise 
(includi~g settlements made with the consent of the Commission), 

- 11 .. 



. -. . . ! 

·.·_-:-;:_' 

... 

·sustained by·theContractor in t~~-~rforman9~_.o.(,::~.~ }'O~k-~g 'certified· 
in writing .. by.d.;h~:"-oommis~i"on'.-.to .. q13' just. aruf;;:reasona-bl.~.',:- exc.ept;. l6ss~~---and. 
e:x:Pehses~ e'X}Ji"e~s]jr made unallo'wablELunder.· bth~r-.:P.t-9-vifi:t;~~s:;.:o.f thj;_~ ·- .· -~ · 
·coritract:o.- · : · .·. ·.. ., .. -_,. _·_ · _ . _; ._. · · 

q~ ·Ali allowance _of Sh;teen Thousand ·~:ax Hundred Do_llars ($16,6Qo.oo) 
for the procurement· and accouirting semqes performed by the Contractor• s . · 
Central Engineering Department 5.~ Starr from t;he _cominencement ·or the term of 
thi~- contract tO June 30,; 19.52 ·m Contractor· facilities other than the Con-
tractorts Hick~ong Island Plant. · 

r. The dire·ct cost to the Contractor of work performed illlder-.th:ls 
contract with the approval of ·the Commission· at the· Bayside~ Lo·rig Island, · 
plant of the Contractor, plus itldir&ct costs allocable to such-wOrk to the . 

_,._ · extent such indirect costs are· agreed upon by the Commission and. the Contractor• ... 

a. Advertising, except "help-wanted" advertising or. other 
adv9rtising to the extent such other advertising is specifically authorized 
by the Commission. 

b. Central and branch office expenses of the Contractor, ex~ 
cept expenses of any principal site of the work described as such in para-. 
graph 1 of Article II, SITE OF THE IDRK, and except as expressly provided 
for elsewhere in this contract. · · · · · 

c. Connnissions and bonuses _(under whateve]:- name) in connec,.. 
· tion with obtaii:ling or negotiating for a Government contract. 

d. Unless otrerwise authorized ·by the Commission, .costs of tbs _ 
cha:i:'acter described in subdivision g. under exalllp'les of allo-wable costs, which 
are not in accordance WithAppendix.ttA", or modifications thereto.- · 

e. Provisions for contingent reserveso 

f •. Contributions, donations_, dividend payments; interest on 
borrowings (however represented), bond discounts and expense and financi'al 
. charges. 

g. Entertainment expenses, except as provided in Appendix "A~',· 
or modifications thereto. 
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h •. Fines and penalties, unless incurred as a result of action 

by the Contractor in accordance with the e::>cpress direction of the Conuhission 
or in accordance with the provisions of Article XX:, STATE ANiD LOCAL TAXES 
AND FEES. . 

i.. Capital additions and structural improvements to Contractor-
. owed or Con tractor-leased facilities, ·except where such: addl tions or :ilnprove- . 
ments -have been specifically approved by the. Commission as being an &id· to . . 
the pe:;-.r-erzn.ance of this contract, and only to the extent specifically·: agreed. 
to by. the Commission. · 

j. Losses from sales and exchanges of the Contractor• s capital 
assets and iosses on other contracts. 

k. Membership in trade, business and professional organizations, 
except. as specifically authorized by the Commission. 

1.: Subscriptions to periodicals or other publications, technical 
or .otherwise, except as specifically authorized by th$ Commission. 

. m. Pensions, retirement, group health, accident and ·ur/ insur-
;.nce plans, except to the extent authorized urider Appendix '"A", ozlmo4ific~­
tions thereto • 

n. Storage of contract records after completion of contract 
oper_ations, irrespective of contractual or statutory requirements regarding· 
preservation of records, except as specifically allowed pursuant to para-
graph 3 · of Article VIIIi hereof. · 

o. Ta.xes, fees and charges, levied by public agencies, which are: 
imposed upon or. arise by reason of .or are measured by t~ Contractort s 
fixed·· feeo 

P• Governme~t-furnished property, except to the extent that cash 
payment therefor is reqUired pursuant to procedures of the Conunission appli­
cable to transfers of such prope:r;-ty ·to the Contractor from otber.s ·(including ' 
other agencies of the Govenlln.ent) and the cost of insurance against loss,· 
destruction or damage t6 Government-owned property. 

q. Wages_, salaries, or other conipensation of the· Contractor's 
corporate o.:f'i'icers~,. except to the extent such wage·s, .. salaries.or .other com-:­

. pensation (including tra..vel and: subsistence) is pa:i.d. (Without duplic...,tion) 
pursuant to subparagraphs g. and k., of paragraph 3 · of· this Article. 

r. Other items made :tmallowable by the provisions of this contract. 
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5. ~pnentr 

,. . _ a!' Payment of_ the ·:FiXed -Fee. PBJlUent o{ ninety (90%) 
pe!r··e·ent of the fixed f~e:~ set forth ill subpara.graph a-.--df' paragraph 1 of 
this·_ Art~cle: shall be made by the Chver~ent mo-nthly in -amorint~: ba~ed on 

-the pere@.tage of the 9ompletion of the wo~k hereunder, as de-tenai:n6d 
-from estinlates submitted to-and approved b-y the Coltimisa:I:,on.-

. b. , The_ Gov~rJ;lll1ent will make re:ilitbursement payments for 
the all(i)wa~le costs set fQrth in paragraph 3 of this Articl~ ITlonthly, or 
in the dis~etiort ·of the Commission, at more frequent intervals •. 

~ . . . 

-. c. Upon· (i) the exp:h;atiori of the period' of performance 
'of the work_ o~ the contract,, (ii) completion of the work i-equired by para­
graph 3 ·of ,A1rt;l..cle III,- TERM, TERMINATION AND EXPIRATION, and (iii) the 
.f"u.rni-shing 'by the Contractor of_ a release in such form ani ld~h such ex~ 
ception as may be. appr0-ved by the- Commission of all cla:bts against the 
Gov~J;Uij.ent under_ or arising out of this ·contract, accompanied by any _ 
accounting far Government-owned proper-jiy· requirdd by Article V, GOVERNMENT 
PROPERTY, the GovEn-nment shall promptlY pay to the Contractor the uripaid 
balance of the consideration sl3t forth in paragraph 1' of this Articf-e 
(inolliding ~ny portion of the fi_xed f~e withheld or not yet paid p~suant 
to subparagraph a:': above) less dedttctJ.oilS. due under the terms of this 
contract and aey suni• reqUired to settle any ~settled claim which the 
Government may have against the Contractor. 

-d. Claims for Payinent. Claims :for payment shall be- accom..:.-
panied by such supporting· documents and justifications as the ponrrnission 
shall prescribe. 

e. Discounts. The .Contractor shall take and afford the 
Government advantage of all available cash and trade discounts' rebates, 
allowances, credits, salvage, commissionS and bonifications. 

f. Revenues. l!illy reven.ues, a:Part from the fixed fee, 
accruing to the Contractor . in C01lllection with the work under this contract, 
·shall be applied i~reduction of allowable costs under this contract• 

g. Direct Payment of Charges - Deductions. The Government 
reserves the right, upon ten (10) days written notice from the Commission 

-to the Contractor, to pay direct~ to the persons concerned any charges· for 
serVices, materials or freight which otherwise wo'uld be allowable under 
this con:tract. Ariy payment so made shall discharge the Government of all 
liability to the Contract9r therefor. 
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·. 6. Limit of Goyernment Liability. 

.. a. :E_stimateis. The initially estimated cost of the work. under 
-thi8 co~tract·, including the. fixed fee set .fortll in subparagraph, at of para­

graph 1 of this Article, is Three Million·· TwO ilund_red Fifty-Three 1'housand 
Eight ~dred Ninety...S.ven l)oll&rs ($.3,253,8~7.00). It is underatoQd· that 

·neither the GGve:rtlMnt ·n.o~ t~ Contractor guarantees the _correctness of the 
initial estimate of cost or any reVision thereof, and that there shall be no 
adjustment in .the amount of the Contractor's fixed fee by reason of ariy errors 
in the computation •f est:i:m.ated cests or revised estmted costs, or any dif­
ference between any e&tiaated coat or reVisions thereo!.and the actual co5t 
of the "'NQrk. · · , 

•. 

: -.·b. Obligations. -~ ~Jimlissien··ha.s initially ebligated fer 
this C0Btraet, frort Obliga.t~olial autherity av:rllable ·ta' it, "the SUIII.. of Three 

. Million 'lw. · Hundred Fifty-Thre_e 1'housa.nd Eight Hundred Ninety-Seven ~:tlar• . 
. ($.3,253;897 .• 00).. · Said ~eut may be increased-by the· Commission in its dis­

cretion:, from .tiine. tG tiiae. The 0011 tr~ctor promptly ~hall notify the Connnis­
. aion in writing whenever ·it. believes that the then Cominission obligation for 
this contract is insufficient, arrl :i,ts ·notice -shall conttin its estinlate of ' 

· the ainolint of such insuf.fieieitcy., When and ·if the total of amounts/paid and 
· pa~able to the Contractor under this contract (including the fixed /,fee and·· 
the actual or estillui.ted ~ounts unpaid by the Contractor on all subcontracts 
and all other commitments on the assumption that they will be completed), 

·. shall equal the then CoDIIT).ission obligation for this contract, the contractor 
. shall not be expected to incur further expenses nor to perfonu further here:.. 

under unless .-the Commission agrees in writing to increase said obligation 
fpr ·this contract in an amoilllt sufficient to cover additional work hereunder. 

, lf~twi. thstanding any other provisions of this contract the liability of the 
Government under this contract· shall be l:iluited to the Connnission obligation 
spec:l:fied iil this subparagraph, as· s.me may be increased by the Conmdssion 
by notice to the cOntractor-in writing. 

ARTICLE V - GOVERNMmT ffiOPER'l'Y · 

1. Except as otherwise specifically agreed upon in writing by 
the Contractor and the Commission and except as otherwise specifically· 
provided herein. 

a. title to all prop~rty specially purchased by the Contrac­
. tor for. this contract; for which the Contractor i.s entitled "!;o direct reim­
bursement linder the_ provi~ions of paragraphS 2 and 3 of Apticle IV, CON:>IilERA.-

. TIDN; s~all pass directly from the vendor· to the Government; and 
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b. title to all property utilized in the work of this con­
tract, provided by- the Contractor front Contractor-owned stores or manufactured 
by the Contractor iJ;l·the ordi.na.i7:. course· of its conimercial business, for ~icJl. 
the Con~s,ctor is entitled to reili:tbursement fulder the· provisions of paragraphs 
2· and 3 of Article IV, CONSIDERATIO?f, s}1all ~ss to the Government at the t~ 
of such utilization. · 

2 ~ The Governme~ rese1rVes the right to furl'l.:i,sh any property or 
services required for or useful in the performa.tioe of the work ~er this 
contract. -Title. to. all property so furnished shall renia.in in the Governm.ent. 

. . . . . . ·. 

3. _The Go-v:-~:tbiue"nt shall-retain· title to all products, by-products, 
. wastage, sal'Vage, work-in-process, residues . and scrap resulting fra111. property 
to which. the Government has or had title pursuant to paragraphs 1 aoo 2· above. 

. . . 4~ 'All item5 of Gover~ent-oned property referred to above: are 
her~after collectively referred _to .in. this Artic;Le as IIGoverrunerit property". 
To the_ extent practicable, :the Contractor shall cause all non.::.expe!nds;ble ·· · 
items of Gover.nrp.ent property to be suitab:Q" marked with an identifying mark 
or symbol-indicating that the item:s. are the property of the Government. The 

. Contracto~ shall maintain, at all times .and in .a maimer satisfactoh to the. 
Comrdssion, records showing the disposition and ·use 6f Government,;operty. . 
Su~h· records shall be subject to Commission inspection at all reasonable times~ 
It is understood that the Commission shall at all reasonable times have access 
to the pr'elilises wherein any items .of Government property are located. 

5. The Contractor shall promptly noti:fy the Commission of any ·loss 
. or destruction of or damage to. Government property {but not of any consumjr~ion 
of materials or supplies in the performance of its Undertakings hereunder) .• 
Except as otherwise specificallY provided iri. this contract; the Contractor . 
·shall not be liable for loss or destruction of or dama.ge to Covernment property 

. (in the _posses~ion or custody of the contractor. in. connection with this contract 
unless such loss, destruction or damage is due to ·gross negligence or·wilful · 
misconduct attributable .to the Contractor or its supervisory employees. 

6. Items of. Government property referred to abOve shall not be 
used by t.he Contractor except in the performance of its obligations under t}lis 
contract. 

7. Iri the . event of loss or destruction of or damage to Govermnent · 
property, the Contractor shall take· such. steps to subserv.e the Government's 
interest as the Commission authori?Les. or approves. If the Contractor is 
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liable for loss or destruction of or damage to any items of Government 
property, it shall promptiy account therefor to the satisfaction of the 
dommi.ssion; {f the Ca~tractor is .nCilt liable therefor,. and is indemnified, 
reiinbursed;· Qr othentis·e -compensated for such loss,· destruction or .da~ge· 
(other than 'tlY the Oovern!U9nt under this· contract:), tJ:le .Contractor. s~ll. 
promptly aoequnt to tQe Government. for an equitable share of such indemni-. 
fioation, re'i.mlilut$em~~t,. or, other compensatiG~;·,.in', any event, the Contractor 
sha1i do notJ4ing .to, p~ejtidice- th~. 09"\re.,rnman,t's r;ights to reeover. aga:i~t ,. 
third partieij f0r_. ~Y:. ·SUch .los~, d~stfu_ction or dijlag~, · and,. upop re(!u.est: .. of 
t!le Commissiqn, ,·sM-ll:.rurnish tht:i ·aot~i'nment all t.~a$bnabie assistq.tlce. and: 
CO()peration· (incluGilng' the prose.cution of suit arif~the execution of instru­
ments of .assignment in favor of the Government) in. -obtafning recovery ... · . . 

. ' 

B. The. Contractor may, .with ·the approval of, the Conunissio11, (i) 
transfer or qthe:rWtse: dispose. of. itenis of GGve'I'IlJiient property to· ·fiuch part;tes 
and upon suc}l ta~ ~d ccmditi~p.~ .~ssoappro':"edj· .. o:r; (:i:Ll.) it~lf·.aCfilfire. 
title to items of1,property at priqf3s· mutuhlly ag~ed. upon by the CoiJitid.ssion 
and the c~nth,ct<:>r-,~thout the ~~b~ss~ty <?'(·axeaut;loh pf an ain~~~E3nt to 
this contract~.;;" The .proce-eds· of ·f!.l'l.Y~ such trafilsfert or. di~posi 1:4-on;, .·.~d the.· . 
agreed price • of ~ant such. Contrrt,ctor· acq¢.si tit:~n, sll.all be appJ,:i~d iri, reduc ... 

. ~;,~r~~~~:~ ;~~~~~0~0~~;!~~~~::1~0 o~~e=~eq~t~:~o~~~:\r~~e as 
the Commiss1on. may du-eot. . . . · · .-: • · . 

· 9. The Contractor shall. cohform to all regulations and req-uire-_ 
ments of the. Commission concerning· the management,. inventory control.,-: 
storing and dispc>sal 'of Government property• The Contract6T agrees to 
prepare and sul:mit to the Commission for review, within sixty (60)_ days . 
a.t'ter the execution o:f this .contract; a written .statement of the methods 
to. be used and. of the procedures to be .follo·.WSd by the . Contractor in re.;, . 
gard to management, inventGH'y- .control, storing and disposal of Government . 
property. The Con:tractor.·shal.J.,·not use any method or.procedure in this 
regard. which the C<::mimission has advised the Contractor is contrary to 
Coinmissiori: policy or which is otherwise prohibited by this contract., 

I 

10. With· res~ct t<!i each item of Government property located 
at the Contractor' f!. Hickf!ville, Long I~land plant, not sold or otherwise 
disposed ·of by the Contractor .. or acquired by the Cont-ractor pursu,mt to 

·paragraph 8 above, the Government, within one hundred t-wenty·days follow­
ing the. tennination or e:xpiratj,on of the period of performance of this. 
contract or any extensions thereof, if it has not exercised the option 
to purchase s·aid plant as provid·ed in kticle VI, OPTION IN THE GOVERNMENT, 
shall a}:)andon or remoVe ito · . , · · 
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(a) In the event the Govern;ment occupies said plant -pursuant 
to subparagraph d ·(:i..i) of paragraph 1 of Article III, TERM, TERMINATION 
AND EXPIRATION, the rights in the Goverill'lent to abandon or renove set 
forth ·in this paragraph shall be suspended during the period of such oc­
cupancy and the one hundred twenty day period during which the Government 
1\US t eitl1er absn.don or remove such property shall. not COJmence to run. until 
the end of such occupancy. 

(b) Prior to deternillation by the Government to abandon or remove •. 
said ite:~~·the Contt'actor agrees, if the ·Government so requests, to riegot~ate 
with the GOvern~ent _in . good .faith to purchase said item at a price 1111 tually. 
agreed upon, it being understood, however, that the Cbntraetor shall not 
·be required to negotiat.e any. price in excess of t;he value to the Contractor· 
of said'itell.. 

(c.). Tn the event the Goverrmmt relloves any such item of Govern~ 
ment property which is structurally incorporated in a building on the 
Hicksville· site, either. directly or by means of its foundations,. acce_ssory· 
piping' or instrumentation, the Government shall restore the pertinent por.,... 

· tion· of{<·the· Contractor's structure to substantially the. condition im­
medi:B..t.ely prior to the incorporatiqn therein of the item_ of propef~y except 
for reasonable wear and tear and except for damage by fire, explq\:non or· · 
other casualty. The Government agrees. that in. the event the Contractor 
reques·ts, in lieu of such restoration, restoration to a condition other 

_than that set forth in the Preceding sentence; to restore in accordance 
with the Ccintractor 1 s request if the Conufiission determines such alternative. 
restoration will be in the interests of the Government. 

(d) There shall be no charge to the Government· by the Contractor 
for the storage o.f such property ( i) for any peri ad during w hi~h the 
Government may exercise the option set forth in. Article VI hereof' (ii) for 
any period during which the Government may elect, in accordance with this · 
paragraph, to abanc;ion or remove such property~ or (iii) during the period 
of the clo.se-out o£ this contract. · 
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ARriCLE VI - OPTION IN THE GOVERNMENT 

As.· part· of the considerati~n for this· contract the GOvernment here.:. 
by is granted tre option set forth in the followiilg paragraph. '!'?is option 
may be exercised by the Government, by written notice to the Contractor of 
such exercise·, ~~-~,.t4-tJl~ .. UJ> to one- hundred Twenty (120) days after the ex­
piration or tenriination of this contract and, in the event of occupancy by · 
tlie Government pursuant to sUbparagraph d(ii) of paragraph 2 of Article III, 
~, EXPIRATION AND TEEMINATION, ·at aey time duri~. said occupancy. . -

-The Government may~ if it so elects, purchase, and the_ contractor 
shall, _if requested to do so by the Government, sell. to the Government, (i) 
the land and buildings ._owned by the Contractor, as of the date. of execution 

;· of this contract by the Contractor at Hicksville in the Township of Oyster 
Bicy"., New York,- and all additions and improvements to said buildings and·larid 
sUbsequently acqUired by the Contractor. In the e'Vent of. purchase Pursuant 
to the preceding sentence, the Qoveriunent shall pay the Contr;tctor- the' pur-· 
chase price prld by the Contractor for said buildings and hnd plus the cost 
of acquiring said additions and improvements less, without duplication; any 
·costs _of acqUiring said additions and improvements for wh:Lch the Contractor 
is reilnbut'sed otherwise under ·this contract. and the depreciation. <1f said 
buildings, additions and· improvements. For the purposes of this paragraph, 
the purchase price of said land and buildings includes closing co'sts, and· 
costs of necessary puilding and uss permits and viri:mces, to the o:X:tent 
that the COntractOr i$ not reimbursed otherwise for such costs· ·under this 
contract.- Depreciation for the purposes of this p~agraph is defined .as 

"·'"'> the depreciation -.J.lowed . or allowable to the -contractor for tax purposes iri 
accordance with Internal Revenue Code Section 23(1). 

ARTICLE VII - PATENTS 

1. Whenever any invention or discovery is made or conceived by 
the Cori tractor or its employees in· the course o:£ •. ;my-of·· the -work-under; 
this contract, the. Contractor shall furnish tlw .. 'Conmiss:ion With 'com- . 
plete iilformation thereon; ani the Conmission shall haVe the sole 
·power to· determine whether or not and where a patent ~plication shalL 
be filed, and to deteJ:'l!line the disposition of the title and rights 
under any application or j)atent that may resul.t; provided, however, 
that· the Contracto.r, in any event, shall retain at least a non- · 
exclusive, irrevocable, roy-alty-free license under said invention,-· 
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di1eover,r, application, or patent, such licenae being limited to the 
'lli.&nu!a~tlire, use,. and ~-~~- for p\i.rpoaee other than uae in the production 

·.· t;r. utilizJ.tion of fissiona-bii material or: atoQlio eneru. Subject to 
the _:t.ioense retrlr+ed by the Contractor, &.B provided in thi'a Article, 
the judpent of ·the Commission on these matters. shall be aoeepted as 

.. firiUJ .and the CoJltractor for iteelf and tor ~ts employees·, a&rees 
that the inventor or inventors 1'1111 execqte ill doc\llllent·s arid do . ill 

.. ·... : th;ill(8 necessary qr proper ~o c&.rry out the jud«ihent of. the Commieeion.o 
' . ~· - . . .. .. ":.·,_ . . 

i.. · .. No claim for pecuniary award (?r compensation wider the 
. ()f the Atomic Energy Aet of 1946·- ahall be asserted by the 
. or its employees with respect to any invention or. discovery 

·conceived in tlie ~o'ilrse of: any of the work under this contract~ 
. . . . . . 

~- ·• 

. 3. Ex~ept as· otherwise authorized in writing by the . 
G9D111:i..ssion, the· Contractor will obtain patent. agreementB to ~ffectuate:· 
the purposes of paragraphs 1 and 2 of thie Article from all persons 
Who perfonn any part of the work under this contract, except such. · 
.clel;'ieal and mariual labor personnel as rlll not have access to 
technical data. f 

i 4., Except as. otherwise authorized in writing b~ the 
Commission, the Contractor rill insert in all subcontracts provisions 
making this .Arti.cle . applicable to the subcontractor and its employees. 

. 5. The Contractor. shall grant to the a·overrment, to practise 
or have practised, an irrevocable, non-exclusive license in and to· any 
inventiona·(whether patented or not), secret processes, technical 
information and techniques. of production, reseu-ch and plant operation, . 

· directly U..t:i.liz.ed by the·.Contracto:r: .. in. the perforinance of the work 
· Such llcense . shall· apply to the manufacture; uBe 
on of any article and nia.terial and to the use of. any 

· · proeess~ Such license shall be limited to governmental 
;' :to. {_i) ·production of fissionable material, (ii). 

of ,f:iesionable·material, and (iii).utiiization of atomic 
d;· however, that the foregoing shall· not limit the 

· 1 a right to sell, or cause to be sold, all products or by­
not used by or for the Goverment which result or remain 

from the use of any 'invention, process,. information or technique. to 
which such license applies. 
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ARTICLE VIII ~. RECORDS AND ACCOUNTS 

. . 1. · The Contractor shall keep and maint~p a separate and distinct 
set of records and books {)f •acQoun,t together with all -related memoran4a;. sup­
port-ing· doctmients ·an.d·.correspoildenc~e; showing all al,lowable. costs incurred~·-· 

. revenues earned, fixed fee ..QcrUala and the use and disposition of all Govern­
meiit--crwned prope:[-ty coming into the possession of the Contractor under .this 
c·ontr;tct. The Contractor shalr- accurately record its financial transactions 
hereUilo.er···in said ·records ana··books of account •. The system of accoUnts .. 
employ~d-by.the ·contractor·· shill be in ·accordarice with ·generally accepted 
accounting I?rinciples md subject to the' apprqval of· the boiillnission. : · 

2~ ·Except.to the e:rl,ent:,···if ariy, otherwise approved.by •the Comrids.:. I 

sion, all·r·ecords, books-.of· acco.urit, memoranda, supporting documents ;uid cor-. 
respondencE:) referred. to in paragraph 1 above 

(i) shall oe. the property of the Go:vermnent 

(ii) shall be kept and main·tained at the principal site of tlle 
work: referred to in. paragraph .1 of Article II; SITE OF THE 
WORK; t . 

(iii)· shall b~ subject-~ audit and inspection by thdj ~onnnission· 
at all r_easonable tilUes ~d the Contractor shall ~ford the 
COmmission proper·facilities for such inspection and audit; 
and 

(iv) shall be deliVered to the Government or othermse disposed·. 
of by the Contractor either as the Comntission may from 
time to •tiine direct du:dng the progress of the work 6r in· 
any event as the Conimission shall determine· upon completion 
or term~tion of this· contract and final audit of all · 
accoUnts . hereunder. 

3. All records in the possession of the Contractor related to 
this contract, except those referred to in paragraph 1 above, ·and· in Article 
XVI; SCIENTIFIC AND TECHNICAL 1llATA, shall be preserved by the Contractor 

·without additional cornp___en:sation therefor,· for a period· of five (5) years 
after final settlement of-the contract or otherwise disposed of in such manner 
as niaybe agreed upon by the Government '"and the Contractor. The Goverment .· 
shall at oill r~asonable ti.ili.es h-ave the righ·t to examine, make copies of; and 

· · borrow -s.aid records, at no cost to the Government;· provided, however, that 

_, ..... -

- 21 -



•. 

-:1.· 

except as othendse agreed· upon by the Government _and the Contractor all 
such records which be~ a security classification at the time of completion 
or termination of the work set forth in Article I, SCOPE OF' THE WORK, or at 
the. time of the expiration of this contract, shall become the prop-erty of 
the Govermnent at such time and shall thereafter be delivered to the Govern-·· 
meri.t or :otherwise d.;i.5posed of· bY the . Contractor as the Connnission shall · 
determine and provided further that neither· thl,s paragr~h nor .my other . 
provision of this contract shall be deemed to require the· Contractor at its 
unallowable cost to store 'or preserve records· which bear a security classi..;_ 
fica.tion. 

ARTICLE IX - PROCUR.El1ENT AND 'SUBOONTRACTS 

i". Approvals 

. a. The Contractor shail not. enter into any subcontract with­
out the written approval of the- Connnission of its terms and conditions. 
For the purposes of this paragraph, a subcontract is defined ~ ~y -Contrac-. 
tual arrangement (whether or not in the form commonly referred to as a. JCpur­
chase: order") with a thi..rd party for the perforlllance of a specific part of . 

-the work to be performed under this contract~ which arrangement is/specifi­
cally made for such performance and the cost of· which i·s, apart flom the 
provisions of this paragraph; an allowable cost under this contract, except, 
however, arrangements covering (i) the •furnishing of a basic raw material; 
( ii) the fUrnishing of a s_taridard connnercial or catalog i tern, or (iii) the 
employer .... employee rela·tion. · 

bo The Comnission reserves the right, from time to time, by 
'written notice from the Commisslon to' the Contractor (i) to make any or all 
other commitme-nts or classes of conmitments hereunder (other than the con ... 
tractual :u-rangenients referred to in ao abov.e) subject to, and to require 
their submission forjl ·connnission approval, and (ii) to m.i.ke any or :Ut 
methods, practices,. and 'procedures used or proposed to be used"in effE;Jcting 
all arrangements and connnitments hei"eunder su(lject to_, :md to require ~their 
submissipn for, Commission approval. In this reg?-Y"d~ the Contractor agrees 
to prep_are and submit to the Connnission for review, Wit.hin th~ty (JO') days 
after ,the execution of this contract (or ~y extension thereof approved in 
writing by the Commission), written statements of the daily procurement 
pr;:~.ctices. and proced,ures to be· used and of the objectives intended .to-: be 
accomplished by such pra.ctices and procedures. The Contractor will not use 

·. any procurement procedures prohibited by this GQntract or which th..e" Conunis­
sion has advised the Contractor are contrary· to Commission policy •. 
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c. TOO Contr<;~.c.tor shall obtain the prior written approval ·of 
the Connnissd.on before (i) purchasfug motor vehicl.es, c;t_irplanes, tYI;~wr'iters, .· 
printing equipment, helitim or alcohol, (ii) leasing,· purchasing, or· otherwise· 
acquiring real propet'ty, . (iii) proc~ing my item or service on a cost, 
co'st-plus-fee or 'time _and materials' basis, (iv) purchaaing.,&ny item which 
the Connnission· specifies is to be obtained from ind;icated ·Government sources;· 
~d_ (v) purchasing any· itein at_ a cost in excess of $2~0.00, where payment 
·for the cost o:f.' any <;~.ction. specified in (i) thro~ll (v) will be claimed 
hereunder. · 

. - : 

· · · 2~;· ··'Writing;· Terms: The Contractor shai1 reduce to writing,. unles$. 
this pr6visicin 'is: :Waived· in -writing. by the Commission, every subcontract .or. 
other· commitment in excess ·of One Hundred Dollar::; ($100.00) In~de by· it for ·the 
·ptiriJose of its Uridert~s hereunder, except contracts covering the e~loyer­
eriiployee. relation (but not exceptirtg contracts w.l. th Consultants); . insert there­
in a provision that such cormnit:nie.nt is assignabl-e to ... the· Government;- ins.ert 
therein ill other p_rovisions .required by .law or expressly required· by· the pro­
visions of this contract; arid .make all such connnitments in .its own name and· 
not bind or purport to bind the Government or the Commission thereilllder. . . 

. . .. } • Pr9cureme~t from Goverriment Sources~ Fran time to/ time~ by · 
separate J..nstrument or ll1Struments.1 the Contractor may be duly author1zed to 
act as agent for and on behalf of the Goverrunent or the- Commissi<m respecting. 
(i) the making of procurements in and for perforJnance under this contract. from· 
so~called 'Government sources sueh as Federal Supply Schedule commet'cl.al.sources, 
Armed Services· PetroleUm PuXchasing Agency 3 Federu Prison Industries, Inc. 
and Federal Supply Service, and (ii) the issuing of· tax exemption .certificates. 
pertinent to such procurements .. ' -Tha action so authorized .shall be· deemed to 
be Within the scope of the Contractor's allowable cost of work performance 
under this contract. 

tractor 

ARTICLE X - CONDUJT OF WE IDRK2. INSP~TION AND·BEPORTS 

1. In perforndng the work ctiled for under this contract, the Con-

(i) shall utilize its best efforts, kno·w-how and ability; 

(ii) shall utiii~e ·its. best efforts to have the IDrk executed 

(iii) 

. iil. tfie .. inost·werkinanlike manner by· qualified, careful and. 
effici~mt workers' in strict confomity with the best 
standard practices (subject to the directions of the 
Commission); · 

shall' utilize its. best efforts to (provide sufficient tech= 
ideal, supervisory, administrative and other-personnel to) 
insure the prosecution of the work in accordance with per~ 
tinent production or other progress. schedules.; · 



. ·~·~-'" "'· 

i 
.. \ 

(iv) shall~ if in the opinion of the Commission the Contr~ctor 
falls behind -.ny pertinent production ·or other progress 
schedule, use its best efforts to take such steps to im­
prove its progress as the. Connnission may direct;: and 

( v) shall, if in the opinion of t:OO COmmission,_ the Contrac• 
tfor'st--h~er~nnel orfother. reimbursable ctr()stts ·ar:,~exceshsive' ·~ 
or _ e proper per ormance of this con . ac , miU\.e s.uc pros-

pective reductions the~eof as the Commission may directo 

2. The work. of this contract is subject, to (i) the general· ·super-
. Vision of the. Connnission, and (ii) the· Commission authorizations, approvals . 
ari~. pj.rections otherwise provided for in this contract.. The Contracto:r shall 
proceed iri the perf'ol"llg,nce of this contract and shall place· enip~sis for , 
relative emphasis) on "tne various pha.ses of the ~rk 0~ s;~.id co~tra.ct; as and 
to .the. ·eXtent requested by the COl11lllission from tiine to· time. The Conmiission 
·shall have the ·right to inspect· ~n such manner and at suc:h times as it deems 
~p·roprlate, all ~ctivities of the Contractor 'in, or related to the course of 
the work Under this contr~ct. · 

. I . 
· )o Tre Coritractpr sh~ll keep the ?onunission. ful~y adJls~d of its . 

progress hereunder and of the difficulties:> ~f any, wluch ~t exper~ences and 
shall prepare and submit to the Col)UilissionJ> in such quantity arid form as ~y 
be directed by the Commission 

(i) monthly progress reports, 

( ii) interim technical reports on completion of specific 
phases of the IDrkJ> 

(iii) production schedules 3 financial ~d cost reports, con­
struction completion reports and such other special . 
reports· as m;y- be requesteQ. by the Commission from time 
to time,l) and 

(iv) a-· final r·eport summarizing its a·ctivities, findings,· 
and· conclusions. 

4. The Contractor shall appoint from its atai'f an over-all 
di.r·ectQr ·of the work of this contract. The selection ani continued asSign- . 

_men"t-·to··said work of this director shall be subject to the approval of the·· 
Connnissiono 
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AJn'ICLI XI - COHSTRUCI'IOI 8 @fRAl'IOI 0@ BIPAIR YORI 

~. The Contractor shall !lOt pertOl'll or_ have performed una.r· this 
oontract &DJ" oonetruction_p alteration or repair· work in excerss of t:l!M Thousand 

.-l)ollare (ll,OOOoOO) ~ includilll painting and decorati~, 1d thout the prior 
wd.tte~ approval/ of the- Commiseion. - · -

2o In the event that· the Contractor 11 . under thiB contra.ctg- performs ~ 
or h,.a per-to:niledJ- construction, alteration or repair workj) including painti~ 
an<.l decor~ting~ which :worlc le within the-scope ot the DaVis-BaoQn A~t (Act of 

: -K~c~_;J,_.l93~1 c.Jul, Seco 1~ 46 Stato 1494,~~ as amen4edj 40 Uo So: Cod& 276 (a) 
_.et eeq.;J-1 :t*-e: i'ollowilll .provioiono IJh~l apply to such works · 

,· a. Jll mechanics 8n.d laborer21 employed or· working upon the · si t·e 
. ,ot -t~e 1ro;r.k, -0%7- under -the HoU!int; Act. ot 1949 :in the construction .or_ d"eveloP­

ment-·.o.f the project,_ will be paid uneonditi·oa.J.~ ~d not les,s often than once -
a -~k, .and _Without subsequent deduction or rebate -on- any aooount .(except such 
·p81roll ~eduction& as. are permitted. by t-he Anti-ICick~ck RegUlation•. (29 c. F.-R. 
-Part J) h _ thtr · fvll amounts due _at the tillle of. payment computed at wage rates· 
.~ot lase than thos~. cont~ned in the wage detenriination decision of the­
-Secretary of LabOr, to be furniah\ld to the Contractor by the CO!iun.1;'Bsion and 
whi~ 'Will be attached _t·o Appendix tt J.i,t and, made. a part thereof .P I;j'gardless of 
any·oont~actua1 ~elationship which m&y be alleged to exist between the Con­
traotor or _slibc.ontractor and such laborers and meChanics; and the -.rage deter­
Jiiination deeis_ion shail ~ po8t_ed .by· the Contractor at the site of .the work · 
in a prominen~. plac.e where it can be ·easily seen by the worker£. 

. bo The Commission _aui.y withhold or _cause to be withheld f1:an the 
ContraCtor. eo: inuoh of the accrued. paylllents or advan._ces as may be considered 
necessary_ to pay laborers and mechanic{J employed .by the Contractor or any sub­
oc:mtractor ·on.t~e work. the full amount of. ~agea required by the contract~ In 
the event of failUre to pay any laborer Or mechanic. employed or working on the 
s.ite of .the- work or under the. Housing .Act.~£" 1949 in the construetion or · 

· _deVelopnent of the project.9 ~1 or part of the wages required by the contraet.P 
the Commission may.P-· after written notiee to :the C.ontraetor~ sponsor.P applicant.P 
or Olfner_p· take such action as may be, ne.cesa.~~r"_:to cause the suspension of any · 
·fur-ther pqment, advanceJl or guarantee 6f_.fupdt3" until sueh violations ha~re 
ceased. 

c. (1) Payroll recorda will be maintained dtiring the course 
of_,the work .and preserVed for a period of three (3) years thereafter for all 
laborers. and mechanics working _at the site of the work 3 or. under the Housing 
Act of 1949 in the construction or developnent of the project, Such records.· 
will contain the name and address of each. such employee; hi's correct class:i= 
fication, rate of_ pay, daily a.nd weekly number of hours worked~- deductions 
made and actual wages paid~ 
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,L) The Contractor will submit W6ekly a certifi~u copy Gf 
all payro],ls to the. United ·State.s Atomic Energy Commission if the agency is 
a party to the contract,- b:Ut if the.; agency is not such a party, the Con-

. tractor will submit the ce'rtifj,.ed payrolls to the applicant, sponsor, or 
. owner, as the case may be, for· trahsmission to the Comrirl.ssion. The certi~ 
· fication will affiim that the payrolls are correct and complew, that the '• 

wage rates. cont?ined therein arie.: riot, 1¢ss. than tttos~ d~termi"ne.d by- the · 
Secretary of La. bot- and that the classi~ications set forth for· each labore·r 
or mechanic conf·orin.with the.wotk he petformed. The Co~tractor iJi.ll;make. 
his employment re.cd'rds available fqr i11~~ction by authbrized representa- ~ 
tives of the Commission and the De~rtment of. Labor, .and will permit such 
r~presentatives to interview employees -.p.uring working hour8 ·on ttie job. 

. . .. I . 

. d •.. Appl'entices will-.l::;e permitted to work only under a bona 
· fide apprentices.hip_ program registered 141 th a State Apprepticeship. Couricil 

which is recognized by the Federal Committee (on. J\pprenticeship, U. S~ De.-·. 
· partment. of Lab0r;~ or if- no such recognized Coimcil exists in a State, under 

a program registered li.l th the Bureau-of. Apprenticeship, u. s. Depirtme_nt of · 
·tabor. · · 

e. ·The Contractor wili. comply with the regulations of the .· 
· Secretar.y of Labor made pursuant to . the Anti..:.Kiclcback Act of June 13, 19.34~ · · 
48 Sta.t. 948; 62· Stat. 740; 63 Stat. 108; -18 u.s.c. 874, 40 u.s.c. 276 b, c, 

. and any amendme,nts or modifications., thereof, will. cause. appropria~e hrovi- · 
sions to be. inserted in SubCGmt"ra,cts to insure compliance therewi tir by all 
subcontractors' sub.ject thereto, ,qrnd will be responsible for the submission of 
affidavits required of subconttactors thereunder, except as the Secretary of 
may specifically provide for reia~riable -limitations, variations,· tolerances 
and. exemptions from the . requir~e.~ts t~ere6f 0 • 

fo The Contractor Will insert in each of its subcontracts the 
prov1.s1ons set forth in stipulati,ons (a.), (b), (c), (d), (e) and(g) hereof, 
and such other stipulations as the Commissi·on may by appropriate instructions 
reqUire. 

g. A Breach of stipulations (a) _through (f) may be grounds for 
t~nnihation of the coritr~ct. 

ARTICLE XII . .;. EIGHT~HOUR LAW 

No laborer or mechanic. doing any part of the work contemplated by. 
this contract, in the employ.of the Contractor or any subcontractor con­
tracting for any part of s·aid work contemplated, shall be required or ·per­
mitted to wtirk more than eight hours in any one calendar day upon such work, 
except upon the condition that compensation is paid to such laborer or 
mechanic in accordance With the provisions of this paragraph of· the contract. 
The. wages of every laborer or mechanic employed by the Contractor or any . . 
subcontractor engaged in the perfo~ance of this contract shall be computed 
on ·a basic day rate of eight hours· per day and work in excess of eight hours 
per day is p3rrnitted only upon the condition that every such laborer and 
mechanic shall be compensated for all hours worked in excess of eight hours 
per day at not. less than one and one-half times the basic rate of paye For. 
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. each violation of the requireaentzs of this paragraph of the contract a 
penalty of five <bll~s shall be iilposed upon the- Contr.~etor for e~ch laborer 

. -or me·oo mip for. every calendar diJ' in which such eDf>loyee i• required or per­
ntted to labor· 110re thm ei,ht hours upon said wor)c without rec•irlzig · · 
compensation. computed in.. &CC(>rdanee With thi"s para&l"aph o·! the contract, ~d_ 
all penalties thus iilposed ~:~P:all be Withheld for th~ :use ;md bene_fit ·of the 
·aoverimienta · Pzvtlded) 'l'lrat-tfrhr·stipulatio:q ·slrall -be---subject 1n--aU respecm; · 
to ·the exceptions ·1ttld-protisi~ns·"Uf'-the,·'ftiltt·Hou:r. Lalra -as -set .forth in. U •. s • 
Code,. Ti.tle ·40, Sections· )21; 324; 325; J~5a~ and .326, which relate to ho\lrs· ~ 
of,. labor and. compensation for: oTerttme. · -

. , __ . . ·: . -

ARTICLE IIII ~ DISCLOSURE OF INFORMATION 
. . . . . 

. L J:t is undEu•st09a that unauthorized disclosure o! any:, or 
.failure to. saf'e~ard all, ~aterlal marked as "~curity Infol"'lation• that 
''maY come to t_he Contractor,. or any 'person under. ita control, .·in connection: 
ldth t~e work under this contr~ct may ·5ubject the Contractor, its ·agents, 
an,d employees to criminal 1:!-ability 'Iinder :the l;iws of the United State·s •. 
see .the Atollio Energy ·ActO! 1946, 6o Stat·.·755, as amended., Title'la, United·. 
States· Code, Sec~ 1801, et;. seq. See also ·Title 18., United states Coqe:, Sees._ .. 
791 to 798, both i.D.clusive, and Executive order No. 10,104, February 1, 19$'0, .. 
15 F. R. 597. . . . . . . . . ~-

. 2. The Contractor agrees to conform to all security regulations 
and r~qui.remeilts of the COmmission. Except as the Commission m;zy- authori~e·, 
m accordancE;~ with the Atomic Energy Act of i946, aa amended, the Contractor 
shall not permit ani individual. to hay-e access to restricted data until the 
designated mvestigating agency shall have made an investigation and report 
to. the Commission on the character, associations, and loyalty of suc.h indi­
vidual, and the Commission shall· have determined that permitting such person 
to have access. to res;tricted data will not endanger the collllDon defense and 

_security. As used in this paragraph the term "designated iilvestit;at:ing a&enoy• 
means the United States Civil Service Commission or the Federal Bureau of 
Investigation, 'or both, as determined pursuant to the provisions of the Atollic 
.Energy Act of 1946, as amended by the Act of April 5, 1952, Public Law 298, 
82nd Congress, M Stat. 43. The term "restricted data" aa used iri. this para-

. graph means all data concerning tlie manufacture or utilization of atomic 
weapons, the production of' fissionable material, or the U.Se of fissionable 
material in .the producti<>n of power, but shall not include any data .whiCh the 
Comniission from time. to time determines may be published without adversely 
affecting the commort.defense and security. 

3. Except as otherwise authori2;ed in writing. by the Commission, 
the Contractor shall insert :in all agreements, made pursuant to the pro-· 
visions of this contract which may involve security inf9rmation~ the provi-
sions of paragraphs 1 and 2 of this Article. · 
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!RTICLE XIV ~ DISPUTES 

. _ ~Copt · M o'!;herwise . ~ecfi'ical.l.T prorlded. in t.ltu-_ contract, all 
. disputes between: the parties which may arise under,_ or in connection with, 

any part of this contract, prior to· final p~rit, and whiCh _are not dis~ . 
posed or b,- ~tual agreement, shall be decided py a reprea~ntat'ive 9f th•· . 
Oo~-sion; ·duly au~horized to. superrls~ and ad!rlnister perto.rm.alice. ot .the·· 
lindert&kings hereunder, ~o shall r'duc• his decision- to Vri.tlllg. f.nd.. Jll.rll·- · 
a copy- o!· s.aid_ ·deci-sion to the Contractor; said decision sh,ill be !inu ·Incl. \. 
oonclu.siT~- on the parties he-reto, ·subject to the righ~ of ~· Contractor 
to appeal,- aa pro'vided for 'in. the ~entence next follo'lli.ng. I Within th;i.rt;r.' . 
day-s rrom ~~e- mailing -of sud decision, ·the don tractor- •ay 1 appeal, in v rit:iac, 
to the Commiss~on, :whose written decil!lion ther&otl.P or that :.of its diU¥ &'!ltho:-:­
rized repre,:~entative·, -representati~s, or. Board· :{but_ not in'c:lU:cli.n& _the ~ .... · 

· Drl:ssion repr_esentatiV'e· mentioned in the first sentence of thi. Article),, 
duly atithori~ed to d·eterJiline. such ~ appeal, shall be final and COU~_lusiTe. 

0 on· the parties hereto~ If any ~ch diapute arieeiJ during perl"qrnnce ·bT" 
. the cOntractor of its undertakings hereunder, the Contractor whall ciUi .... 
_ cently proceed with the performance of its undertakincs under this· contrac.t1 · 
pending the--decision of such dispute. . 

J . 

ARTICLE XV - Si'CqRITY ACTION: 

Upon notice -from the COJrm~ssion that such action· is co~idered 
to be in the interef!_ts of the eoillll.on defen~e _md security, the Contractor 
snall (1.-) deny any ~ployee o:r other person access to the site of mr con­
tract undert~ings tir to "retstricted data" ld thin the meanin~ of the At~c 
~ergy- l.ct of 1946, or (ii) dismi~s from its Undertakings under thi21 contract 
any employee or. other person. . 

. ARTICLE XVI - SCI1!NTiFIC AND TmDIICAL DATA 

lll compilations of scientific al,d techhical data (includ~i, -.-.ut n9t 
"1:\,mited to, reports~ notes·, drawint;:s, desi~s, !!pecifi_c•tions- and meaorand~) 
furnished or prepared by the Contractor purwalt to, or d~veloped in:-.conne-c­
--tion -with, the Contractor's undertakings under this contra.ct,- shall be preperty 
of the Government md the Government shall ·have the right to Ulle such uterial. . 
in any mamer md for _S'ly purpose -without any claim on the-part of-the Con- · 
tractor for addi tionu comj>ensation therefor. - All provisions of paragraphs . 
4~ 5, 6, 7, 8 and 9 of Articie V relating to Government property are applicable 
to such materi-al. · 

ARTICLE XVII ~ SOURC!: ·AND. · FISS'I-oNABLE MA'l'ERIALS. 

The Contractor agrees to coruonn to all re-~atiom; ~d requ.ire-.enta 
of the Commission -with respect to accounting for source ·and· fissionable 

_materials (defined in the Atomic Fnergy J.ct of 1946). 
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ARTICLE XVIII - GUARD AND FIRE FIGHTlNG F'ORCES 

In ·connection with its work under thie contract, the Contractcr 
shall provid,e su·ch guard or fire; fighting forces, 1d th ·-such uniforms _and 
equipment; .as the Commission niay froll thae ~o time require or approve. 
The c_ost thereof shall be deemed to be allcmable costs under paragraph 3' 
of Articl~-IV hereof. 

-. . . . 

4RTICLE XIX BONDS AND INSURANCE ... 

. 1.. Elccept .as o.therwise epecifically proVided.,· the contractor 
shall. exert all reasonable efforts to procur~ and niaintain silch bonds and 

·.insurance policies as ai:-e· ( i) required by law, · or (tif reql;tired by the , . · 
C<)ninis Si Ofl.• . . . . 

. ·2. Except as. otherwise directed by the GoimiesiOO., :in ev~ri. 
inetJl\ce lfher~ the. premi~ on a bon·d or in,suranc~ policy i.s an atlow-able~--eost. 
mder the contract, the bond or insurance· policy shall contain endorse111enta 
or other recitals (i) excluding, by appropriate l;mguage, rmy claim on the 
part of the insurer or obligor· to be. subrogated, on. payment of a loas or 
otherwise, to my claim against the United States, and (ii) provitdg :for 
_at least thirty (30) days prior written notice by registered maiL. o the . 
Uili ted States Atomic Ene.rgy Commission of bond or policy cane ella "ion, as 
the case may be. . 

ARTICLE XX - STATE AND LOCAL TAXES AND FEES 

'Ihe Contractor ahall notify the Commission of ~y tax, fee, 
assessment, duty or other charge asser.ted in behill of any State, county., 
municipality, or any officer, commission, body or subdivis:ion thereof, · 
(i) in connection with property which is or will be Government~olfiled 
property covered by Articles V, VIII,. and XVI hereof, (ii) in .connection 
~th any transaction between the Contractor and the Goverruiient, ·or (iii) in 
connection with. the payments by the Oovernment for the Con~ractor 1 s per­
fonnanee under this cont·ract, a1d shall refrain· from paYing same unless· 

. authorized to do so by the Commission." T.o the extent requested by the 
Commission, the Contractor (i) shall take steps· to caus.e any such taxetr, 
fees, assessments, duties or other. charges to be paid under :protest, and 
(ii) shall cause to be assigned to the Government or ita designeee, any 
and all right5 tq the ab~tement, rerQnd or other recoupment of such 
charg_es paid under protest. 

. . 

ARTICLE XXI ..:. NON-DISCRIMINATiON IN mPLOYMmT 

.In connection With the performance of this contr~ct, the Contractor 
agrees n<ot to discriminate against any errployee or apPlicant for employment 
becauBe of race: creed; color, or national origin; and further agreee to. 
insert the for"'o--··6 provision in all subcoiltract·s hereunder except sub­
contracts for staqdard commercial supplit~s or for raw materiale. 
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ARTICLE XXII - TECHNICAL ·ANO PROFESSIONAL ASSISTAICE 

,· When, in the judgment of the Contra.ctor, the complexity and natur~ 
of the . contract undertakings are such as to require supplemental ~:x:pert . 

· . technical or professional assistance, services or advice in connection with · .. · 
special phases of a technical character, the _Con~raetor may, 'With the written 
approval of the Colmnission~ engage or othenrise obtain such supplemental .. · 
services.. Compensation and reimbUrsement to any consultant engaged pursuB.nt ~ 
.to this article shall be governed by the provisions of Appendix. "A" attached · · 
hereto except as J:oay otherwise be· specifically stated in the cori:tract. w:tth 
a:u~h consultant apP~ved by the ·Co:rrtJn.tssiono 

ARTICLE XXIII ~ ASSIGNMENT 

·Neither. this contract nor .any interest therein or claim thereunder.· 
shall be assigned or transferred by the Contractor except with the ·· 

. vri tten approVa.l of the Comni.issiono · 

. ARTICLE XXIV - LABOR DISPUTES 

. . Whenever an actual or potential labor dispute interferes;:~· threatens 
interference with the :work of this contrac~, the Contractor shall ,fiOOediate],.y · . 
inform the Commission of such dispu~ and of the relevant factso ., · . · 

ARTICLE XXV - COVENANT AGAINS.T CONTJNGENT FEES 

L The Contractor warrants that no person or selling agency has 
been employed or retained to solicit or secure this contract upon an agreement 
or understanding for a commission, percentage, brokerage_~ or c~ntingent· fee~ 

·excepting bona.fid.e employees or bona fide established commercial.or.sellin~ 
agencies maintained by the Contractor for the purpose. of· securing busili~sso 
For breach or· violation of this :warranty the Go~ernment sball have the .right 
to annu'l. this contract vi tho:ut liability or in i·ts discretloil to ·deduct froi!L 
the. contract price or considerS. tion the full amount. of. 5\lcli' .c:oimd·a&n;o2i9 
percentage 9. brokerage 9 or conti~gent fee. · 

2o Unless otherwise· authorized by the Commission in writing the 
Contfuctor ?hall cause provisions. similar to. paragrapJ:i 1 above to be inserted· 
in all subcontracts" and purchase orders entered into under this contract~ . 

. ARTICLE XXVI - CONVICT LABOR 

In ~onnection with the performance o~ this contract 9 the Contractor 
agrees not to employ any person undergoing sentence of imprisonment at hard 
labor. This provision shall not be. construed to prevent .the Contractor or any 



subcontract>or from qbta,ining any .<Df the supplies ·or any. componen~ parts or 
ingredients to' be furniphed_ under. this contract or any ~rt ,the materi.~ls or 
supplies to be=used in ~onnection.with the psrformcU'ice of this con~ract, · 

·directly ~r ipdirectly, from any Federal, state or terntorlal prison or 
prison, indus~i-y:,, prond~d, th~t ~uch articles' mater.la).s. or .. supplies are 
n6t produced pursuant. to any opntvaot or other arraM!'Iments under which 
prison labor is; hired o.p employed ar used by a:rtY· pr-ivate person, fi ~· or 
corpor~tion. · , 

' .-.. ~; :, = 

, To tt;e extent only that tqe WaJ:.sh-He~ley ... ~bile ContrB,(Zts ;Acts, 
as,_amehded.(41 United States Code 35-45) is applicable to this,-cohtract, 
the ·~folloWing- provision shall .applyt 

. Th~re.:p.re hereby incorporated by reference, 
th~ representat,ions airl stipulatiom{re-: 
qliired,:by. s·aid Ae'!;,.and regul~tions: is:fue.d 
thereunder by the Sec.retary of· Labor,·· such 
representations-and stipulations-being 
subject to all appliGable rulings .and in~-
terpretations of the Secretary, of. Labor · I 
which are· no~ or :11\SY hereafter be in. eff$ct. l 

ARTICLE XXVIII ~ DOMESTIC ARTICLES 

1. Unless· the. Con1misl!iion,shall determine it to be inconsistent 
with the public; iilt~re::;t, of tb~ c~st to be ut_:lre~spi!tabl~, the Co~tractor, 
its subcontractors, ;and all materi:iJmen or shppliers shall use, in'· the 
performance of tlae work, only such u.Pmanufaqtured. a.r~i(des, materials, and 
supplies· as have been mined or produced in the U~ited States, and only such 
manufactured· articles, materials, or supplies as have been mariufactured in 
the United States sub$tantia1ly all from articles:, materials, or supplies, 
mined, produce~ o·r manufactu~d, as the case may be,. in. the United States. 

-The provisions of this paragraph shall not apply if the .articles, materials; 
or supplies of the class- or kind to be used,. or .the articles, materials .II or . 
supplies from which they a~ mar:nJ.factured are not mined, produced; or manu­
factured, as. the case may be, in. the United States. in. sufficient and reason­
ably availabl~ commercial quantities and of satisfactory quality. 

. 2 •. Unless otherwis~.authorized by the ColTilllj_ssion in writing; the 
Contractor· shall cause provisions similar to paragraph i above to· be·· inserted. 
in all subcontracts and purchase orders entered into· under this en rtt ract ~ 
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ARTICLE: XXIX - OFFICIALs NoT. TO BENEFIT_ 

No m.einber o:f or delegate to Con~e,ss or·resident conimissioner· 
shall be admitted to any share. or part of this contract or to ariy benefit 

· ths. t JIJA'1 ari~e therefrom, but -~s proviaion shall not be construed. to · 
extend to thie. contract if u.de ·with a· corporation for its general ·benefit. 

ARTICLE :XXX - RENEGOTIATION. 

1 •. This contract shall be deem•d.to contain all_ the provisions 
requi~d by' Section 104 of the R~negotiation Act of 195+ (Public Law 9, 

· 82nd Congress)o ·. _ • · . · · . · · 

. . . . . . 2. ·The_ Contractor agrees to in•ert the provifione of thie 
. pa~~ph~ ·includ.ing this subpara~ph. 2, in all subcontn.cte specified· 
1n Sectlon 103 (g}" of" the Renegotiation Act. of 1951·; provided, that the 
Ooutractor ·shall . not be required· to insert . the provisions of this ·pa.ragra.ph 
in ·..n'1 eubcontract excepted b'1 or J)ursuant to Section 106 of the Renegotia-
tion Act of 1951. · · · · · · · 

ARTICLE XXXI - SAFETY AND ACCIDENT PREVENTION ! 
- . - . I 

The Contractor shall .initiate and take all rea-sonable. ste'ps and 
precautions to protect health and minimize danger from all hazards to life _ · 
and property, shall make all reports and permit all inspections as required 
by. the Commission, arid shall conform to all health and safety regulations 

- and requ1remen ts of _the Commission •. 

ARTICLE ·XXXII ..,. CCMPLIANCE WITH LAWS 

· ·Except as · othelirlse directed by the. Commission and subject to the 
provisions of Article XX, STATE AND LOCAL TAXES AND FEES, the Contractor 
shall procure- ail necessary permits and licenses; obey-. and abide by all 
applicable laws,. regulations, ·ordinances, and other rules of the United 
States of America., of· the State, territory,· or poiitical subdivision there-

. of, wherever the work is done, or of any :other_ duly constituted public 
authorit7. 

ARTiCLE XXXIII . ..- APPENDIX "A" / 

The Contractor shall abide by· the provisions of Appendix "A" of 
this contract; aa the same may be modified from time to t~e; provided.; 
however; that in the event of conflict between the provisions of said 
AppendiX "A" and the other prov~"'ions of this contract, the latter shall 
prevail. 
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ARTICLE XXXIX - EXAMINATION OF RECCRDS 

1. The Cen,tractor agrees tha.t the Comptroller General .Qf the 
Uriited States. or .any of h:i:s duly authOrized representati. vas shall~ until the 
eJqJiration of three -years:. :U'ter fi.rial payment unaer tlrl.s contract, haVe . 
a:ricess ·to and the .right to examine any directly pertinent books, documents, 
·papers and records ef the Contractor involving transactions related to this 

· contract o · · · • 

2. The Contractor furthEir agrees to include in a;Ll its subcontra'.cts 
hereunder a pr~vision to the e.f.:t'ect that the subc(i)ntractor agrees· that the 
Comptroller General of the. United States or ;my of his duly authorized repre­
sentatives shali, until the e~iratiori of three years a.fter fimU. pajment · 
\meier. such subc~ntraet, ha:ve access t0 and the right t~ e~ any directlY 
pertinent books,; documul.ts, pipers, and records ·of such Sllbc"ontractor involv­
ing transactie_ils ralat.ed to the subcontract~ . Th•l term subcontract as· used··· 
herein does not :inclUde (i) purchase orders not exceeding One Thousand Dellars 
($l,OOOoOO), or (ii) contracts or purchase orders for public utility services 
a::t rates established for uniform applicability to the general public. 

. 3.. Nothing in. this contr~ct shall be deemed to precl.Je. an aUdit 
by the General Acceunting Office of. any transaction under this contracta 

ARTICLE AXrV - CLAiMs AND LITIGATIONS 

1. The Qontractor shall give the Commission i.rmn~diate natice of 
any claim against the Contractor or suit or action filed or commenced against 
the Contractor, arising out of or connected with th& performance of this con­
tract, iXTespective of whether or not the cost or eipense of such claim, suit 
or action, is to be borne wholly or in part by the Goverrnnent hereunder and . 
irrespective of whether the Contractor is insured against a~ r~sk which may 
be involved. The Centractor shall furnish immediately tO the Commission 
copies of all pertinent papers received by the Contractor. · 

2. Insofar as the following shall not conflict with any policy or 
contract of irisurance, and to the &xtent requested by the Commission, the 
Contractor, with respect to .any cldm, suit or action, the cost and· expense of 
whi:ch is or would be an all0wable cost as defined in paragraph 2 of ·Article IV, 
or .the preceec!ls of l'h;ich is or would bs revenU.s cover.d by paragraph 5 f. of . 
Article IV .• (i) shp.ll promptly do any and all things to effect an assiglllOOnt ani 
subrogation·in~favor of the Government of all the Contractor's rights and · 
claims, except as against the Government, arising from or growing out of any 
such claim, suit or action,·. or (ii)' shal"l promptly authorise repr~_senta-
tives of the Goverrimefit to settle, defend, or otherwise handle any such claim, 
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.. -_.\ suit or action and to represent the Contractor in, and take charge of, any 
litigation resulting therefrom, or (iii) shall diligentiy handly.any such 
claim, suit or ~tction or defend ol" initiate any' litigation. in connection 
with any ~ch·. claim, sUit -or ·act-ion and in so dai.ng, ,shall c<msult with_ the 
COJ!irnission as t<i> the. steps to be ta,ken and- shall E>therwise endeavor in geOO. 
fatth to subserve ·the int~t'Eists of the Governmeinto · · 

. . . : . . 

"'{' 

· So "Litigati<m", for the purposes of th:is ·Article; i.s dEjfined to 
iri'clude procel;ldi~ g; before admiJ~iS tra ti ve agen CiE! So · ~ . :J . --

ARTICLE XXXvr·- J..ETTER CONTRACT NO. AT(30~1)~1293 

Letter Contract No. AT(JO~l)~1293, ente~d into as of Decem,~er 10, 
1951, hereby is me~ed with and superseded by this contracto 

., 
;··. 

ARTICLE xtl:VII ~ CONTRACT APPROVAL 

This. contract is subject to the approval of the Director of tm 
Division ·of Production of the. United States Atomic Energy•Corrmission and 
saall not be binding unless so approved. 

ARTICLE XXXVIII ~ DEFINITIONS 

1 ... As usedin-this.contrac.t, the terms "United States ltomic 
Energy Commission", "Atomic Energy Commission", and "Col1liQ.issi·on" shali. mean. 

· t~e United States Atomic Energy Coinmission or· its duly authorized represent.:-· 
tive or represent~ti veso . . . 

. . . 

2o ill, references in this- contract to Comili.ission or Government 
approvals, autll<?rizations, directions or .notices contemplate and require 
written action •. 
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IN WITNESS WHEREOF, tne parties hereto have executed this contract 

as of the ·day and year first above written. · 

UNITED-STATES,OF AMERICA 

By~ UNITED STATES .TCMIC 
;· 

By: . 
SYLVANIA_ EIEl~~TRIC P~Roouc;s, INC. 

Title: =L ~ 
I, ------=+~..:....· =.S-=·-K.A~,,_f??..:... ~£:A-..:o~-.!.Y__,· ;.::'->:::...;_.-~~-,.----=' certify that I am 

the --~~~~~~~-~~~~~r~A~~~t ________ . of the corporation named as Contractor 

herein;. tnat f. /3 .. _./>1· E ~ ~' ~ L who signed this con-

tract on beha.lf of the Contractor was then · 0 Gtf' CI?RE s. of 

said car-po.r:av:L.on; t.nat sai:d contract was duly sighed for and on be.half of · 

said corporation by authority of its governing body and is within the scope 

-of its corpor~te po~rSo· 

IN WI-TNESS WHEREOF, I have hereunto affixed my hat1d and· the seal 

of said corporati~no 

·~· 
(Corporate Seal) 

- j5 -
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The· above contract, lT(J0-1)-1293, wtth Sylvania Electric Products, 

Inc.; is hereby approved. 

Diredm•,~tion· 
United States· A.tomic Energy COnimission 

bate: 
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I • JOB ClASSIFICATIONS. AND SAIARY RANGES 

. h·:.>::~:) 
PIAN "A". (No~ Exelnpt) ·~~~ .. :/~ 

Job TitJ.e arade 

Division Traffic Manager· 6K 
Area Safety Erigineer 6K 
Supervisor of WarehouSing 6K 
Division Purchasing Agent 9J 
Supervisor - ·Expediting · 5K 
·Priorities Coord.iriAtor . IUc.· 
Chief Buyer · 6K 
Buyer 5K' 
. Division_ Industr:ial Engineer 9J 
DiviSion. Supervisor· of Maintenance 8K 
DiVision Manager of Q}lali ti control 9J 
Quality Control Spec. - 7K• 
Division and Staff Counsel l3J 
Office -Manager . 7K. 
SUpervisor· of an Office Department · LK 
Supervisor of an Office Department Sec•. 2K. 
Manager of Accounting 12J 
SUpervisor· o.f Equijlment Design 9J 
Equipment DesJ..gri Spec., · 7K 
Equipment DesJ..gner 4K 
MechanJ..cal Equipment Spec. 8K 
Tool.Room Foreman 6K 
Supervisor ·of Prod. Scheduli.Dg & ·control BK 
Supervisor of Material· C-ontrol 6K 
Tooi CoordJ..nator 6K 
Adm:inistrat:i:ve Engineer lO.J 
Plant Manager -. Class A.· Plant l3J 
Plant Manager - Class B Plant 12J 

. Plap.t Manager ..;,. Class c _Plant lOJ 
Manufacturing Superintendent 9J 
General Far' eman ·8K-" 
Technic.al Foreman 6K 
Foreman, Class 'I 6K. 
Foreman, Class II 3K 
Supervisor of Personnel 7K 
Personnel Assistant lac 
Safety Engineer 4K 
Supervisor of Product Engi.l'leerirtg 9J 
Supervisor of Quality Control 7K 
SupervisOr of Industrial Engineers 7K 
Industrial :Engirieei', sr ~ 6K 
Industrial Engineer, Jr. 3K 
Standards Applicator 3K 
Supervision of Production Control 7K 
Supervisor of Plant K/c 7l< 

Revision of ill . sa:tarY ranges Ef'fective9/22754 

Ra:te Range 

$464 -·$724 
464 - 724 

. 464 ·- 724 .. 
602.- 947 
422-. 664 
384 - 60Z 
464 - 724 
422 ... 664 
602 - 941.' 
552- .868 
602- 947 
5o5 - 787 
922 - 1492 
505 - 787 
~4- 602' 
. 2.1 ~ 505 

·. 12 ... 1338 
. 602- 947 
505 ... 787 
384 co 6oZ 
552 ... 868 
464 - 724 
552 .,. 868 
464 ... 724 
464 a' 724 
664.-- 1091 
922 - 1192 

. 812 ... 1338. 
66li- 109I 
602·- 947 
552 ... 868· 
464 co · 7Z4 
'464 ~ 724 
345 ... 546 
505"" 787 
384 -· ~-02 

384 - ~ -~~~-

60Z- ."\1.:1 ·:.~ 

505. - '167 
505 ... 787 
464-~ 724 
345 - 546 
345;, ·546 
505 "" 787 
505·.., 787 

366-RA. #23 
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I.· JOB CIASSIFICATIOOS AND SAlARY RANGES (continued) 

PIAN.· 11K11 (Normally EXempt) - (continUed) 

Job Title . Grade 

Cost Accountant 
Purchasing Agent · 
Supervisor of Maintenance 
. Engineering Manager· A. 
Engineering Manager B 
Engineering Specialist 
Section Head 
Engineer ·:tn: Charge 

· Senior Eilgirieer 
Junior Engine_er, 

. Accriuntant. spe-cial . · 
Supervisor of· A/C Department . 
SuperVisor· of-A/C Department Sec. 
Aecountant, Senior~ 

·Industrial Relations Assistant 
Industrial Relations ·Specialist 

PIAN "B": (Non-Exempt) 

Cost Accountant, Jr. . 
Tiine Study ai:ld/ or Methods· Clerk 
Time stu~ and/or Methods Clerk, Jr. 
Ma teri.als R~uirements . Analyst 
Production-Control Clerk 
Production Control Clerk, Jr. 
Stock Clerk · · 
Stock Clerk, Jro 
Drafting Bection Supervisor · 
Designer a Draftsman · . 
Draftsman 
Drafts:mail, Jro 
Tracer 
Internal Expediter 
External Expediter 
Master Craftsman 
Production or Maintenance·supervisor I 
Producti nn or Maintenance Supervisor TI 
Safety Inspector · 
Employment Interviewer or Counsellor . 
Employment Interviewer or Counsellor, Jr. 

·Nurse 
Nur~e, Sr~ 

Buyer, Jr. 
Production SchedUling Clerk 
Technician; Sro 
Teclmician 
Technician, Jro 
Experimental Glass Blower 

3K 
5K 
6K 

12J• 
lOJ 
lOJ 
9J 

.7K 
6K .· 
3K 
9J 
'7K 
5K 
4K 
3K 
9J 

60R 
59R 
56R 
62R 
59R 
56R 
59R 
56R 
64R 
63R. 
60R 

·51R. 
. 5!JR 

59R 
60R 
6!JR 
62R 
60R 
60R 
59R 
56R 
51R 
59R 
59R 
62R .. 
62R 
59R 
56R 
62R 

Revision of ail salarY ranges Effective 9722/54 

Rate Rall§e . 

$345 - $5.46 
. 422. ... 664. 
464 ~ 724· 
Biz·.;, 1338 
664·· 1091 

-664 ... 109i 
602 - . 947 
505 - 787 
464- ·724 
345 ..; 546 
6o2 - 947 
505... 787 . 
422.~ 664 
384 - 602 

. ~45 - 546 
:j502 - 947 

$321 ..;.$472 
. 3.0~ co . 442 

247 - 360 
·. 365 -. 540 

302"... 442. 
247 .. 360 
302·- 442 
247 - 360 
427 - . 626. 
397 - 519 
321 - 473 . 
265 - 391 

. 224 ... 309 
302 ... 442 
321·.... 413 
42:7 G> ·626. 
365 ... 54o· 
321 ~ 473 
321 ... 473 

.J02 ~ 442" 
247".;, 360 
265 = . 391 
302 = ·442 

. 302 .,. 442 
365 ... 540 
365 = 540. 
302 = 41J2 
247 .,. 36o 
365 - 540 

)b&:RA #'b 
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I. JOO Gill . .._<'IC.~. _ONS AND SAlARY RANGES ( continut. ~ 

PIAN 11B11 : (Non-Exempt) - (continued) 

~illing Checker 
Specifications 
Reqtiisition Clerk 
Office Boy or Girl 
Supervisor of an Office_ Dept.,; Sec. (Cl.t) 
Supervisor-of-an Office Dept., Sec. (Cl.II) 

- Functional Clerk 
Clerk, Sr. 
Routine Clerk 
Mail and File Clerk _ 
-Office and Stockroom Clerk-

·. Secretary Exec. -- -
- Secretary, . Sr. 

- Secretary-steno 
· s:teno - · 

Transcriber -· 
~py Typist 
Order Typist 
Duplicating Machine Operator 
Photostat .and Blue Print Operator 
Muitilith Operat·or "k." 
Multilith Operator ~B~ 
tfllltigraph ·Operator. _ 
Billing Machine Operator 

_Bookkeeping Machine Operator, Sr. 
Bookkeeping Machirie Operator, Jr. 
Tabulating Procedure Clerk 
Tabulating Machine Operator "All 
Tabulating Machirie Operator 1!B!! 
Ke;r Punch Operator 
A/C ·Clerk, Sr. 
A/C Clerk_, Jr. 
Bookkeeper, -Sr. 
Bookkeeper, .. Jro 
Payroll Clerk, Sr. 
Payroll Clerk, Jr. 
Cost Clerk9 Sr. 
Cost Cle:rk.ll Jr.; 
Invoice Clerk 
Telephone Operator & Recept~onist I 
Telephone Operator & Receptionist II 
Accotintant3 Trainee 
Accountant, Jr. 
Traffic Clerk 
Warehouse Supervisor 
Warehouseman 
Industrial Relation Analyst or Asst., Jr. 
Routing Clerk 
Billing Clerk 
Inventory Clerk 
Addressograph Opera tor 

A.-3 

Grade 

54R 
62R 
57R 
5JR 
60R 
51R-. 

-59R· 
55R 

·s2R 
-52R 
SLR -. 
59R 
·57R 

' 55R 
·.54R 

53R 
52R 
5LR 
53R 
5lut 
55R 
5~ 
SLR 
SLR 
55R 
54R 
59R 
56R 
55R 
5lm 
56 a 
SLR 
56R 
SLR 
56R 
SLR 
56R. 
sun 
55R 
56R·-
5!JR 
60R 
66R 
62R 
58R 
SLR 
5BR 
55R 
56R 
55R-
5LR 

Revision- of all salary ranges Effective 9/22/54 

Rate Ran~ 

$224 -·$309 
365 - 540 
265- 391 
201- 247 
321- 473-
265·-·. 391 
302'- 442 
236- 33)· 
224- 265 
224- 265 
224.-- 309 
J02''a - J.i42 
265:- 391 
2.36";;.. 33J-
224'-. 309 . 

-224 ca 284 
224 ;,.. 265 
224- 309. 
[24 .. ·. 284 . 
l24- 309. 
'236 - 333 
224 .... 309 

) .. 224 - 309 
224 ~ 309 

•236 - 333 . 
22h .... 309 
302 - . 442 
247 - . 360 
236 .. 333 
224 - 309 
247 .;. 36o 
224 - 309 
247 ~ . 360 
224,,- 309-
247 - 36o 

. 224,... 309 

. 24T., 360 
224 - 309 
236 - 333 
247 - 360 
224 - 309 
321- 473 . 
321- 473· 

. 365- 546 
284 - 416 
224- 309 
284 ... Ja.6 -
236 - 333 
247 co 360 
236 - 333 
224 - 309 

. 366-BA · #23 
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I. JOB ClASSIFICATIONS AND SAlARY RANGES (continued) 

·HOuRLY 

Job Title 

Janitor 
Handyman 
Lab Helper- M~tallographic. 
Lab Helper Special Products 
Machinist ... Special Products 
Group Leader - Maintenance 
Mechanic "A." 
Mecbariic ~B~ 
Developm,ent.Machiiiist 
Machinist. "A:," 
Electrician 
Gas Cylinder Supply · · 
Pipefitter -"Au 
Tool and Stock Clerk 
Tool a:rrl Die Maker "A" 
Welder 
Sheet Metal Worker 
Tool Crib Attendant 

_·Carpenter 
Pipefitter 
Lathe Operator 
Milling Machine Operator 
Contour Saw Operator - Learner 
Tool & Die Maker_ "B" 
Tool & Die Maker 11C11 

Machinist· "B" 
Machinist · ••c n 

. Millwright."!" 
Millwright UB~' 
Groupleader.-_Maintenance 

. Shipping and Receiv:ing Clerk 
·Stock Clerk . 
Ca-retaker. 
Groupleader - Equipment Assm. 
As~mbly Machinist "A" 
Assembly Mach;inist '.!B1~ 
Assembly Machinist ~·c•_•· 
Maintenance Machinist_ "Au 
Maintenance Machinist 1.1B1.1 

Maintenance Machinist ·~C'! 
Guard Sergeant 
Armed Courier 
A-rmed Guard 
Groupleader - Machine Shop 
Inspector 

A-4. 

Grade 

5 
5 
4 
6 

13 
18 
17 
16 
20 
18 
18 
10 
16 
10 
20 
18 
l4 

9 
i6 
16 
15 
15 
.7 
18. 
16 
16 
12 
15 
12 
20 
9 

10 
10 
19 
18 
16 
ll 
18 

- 16 
11 
l3 
12 
ll 
20 
20 

Revision of all salary ranges Effective 9/22/54 · 

Rate Rang~ 

$1.33 - $1.54 
1.3]- 1.54 
1.33... 1.51 
1.36 - 1.57 
1.69 - 1.99. 
2.09 _ .... 2.45 
2.00- -2~35 
1.91... ?~24. 
2~28 -- 2 •. 67 . 
2.09 -- 2.45. 
2e09 ~ 2.45 
1655 .. 1o79 
1.91 ... 2.24 
1.55 ~ 1.79 
2~-28 ... 2.67 

09 ... - 2 .. 45 
\76- 2.08 
r.5o- 1.72 
1.91 ,;. 2.24 
1o9l· ... 2.2'4 
1.83 - 2.16 
1.83 - 2.16 
1.42. - . 1.62 
2.,09 - 2.45 
1 •. 91- 2.24 
1.91-- 2.,24 
lo62 ~ .1.91 
1.83 ... 2.16 
lo62 eo lo-91 
2~28-- 2.67 
1.50 -· 1.12 
1.55-. 1.79 
1.55:.. 1.79 
2.18 ... 2.$6 . 
2.09 - 2.45 
1o91 ... 2o24 
1.59 - 1.85 
2 • .09 ... 2.45 
L9l-... 2.24 
lo-59 ... 1.85 
1.,69 - lo99 
1.,62 - 1~91 
1.59 ... 1.85 
2.28 .,. 2.67 

-2.28 ... 2.67 

366-RA #23 
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I. JOB ClASSIFICATIONS AND SALARY RANGES - HOURLY (cont:inued) 

Job Title 

' 

Pump & Boiler Maintenance 
Trades Helper · 
I,aboratory Assistant - X-Ray 
Engineering Assistant --Metallographic 
Characterizing Powder Me.tanurgy. s:Pecimens · 
powder Preparation, pressing & Sinterilig 
Engineering Assistant - Metal Processing 

·Grade. 

16 
7 
8 

12 
9 

l3 
16 

Revision of all sa:tarj rapges Effective 9/22/54 

Rate Range 

$1.91 - $2.24 
1.42- .1.62 
1.46 ~ 1.67 
1.62 - 1~91 
1.50- 1.72. 
1.69 - 1.99 
1.91 -- 2.24 

366aRA #23 
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II. EUPLOY REJ IONS POL1CIES ... 
--.. 

A. Moving Expenses ~,} 

Whene·ver C\ new key or technical employee is hired for a p0si tion 
in Q.fl exempt salary classification or· a regular key or teclmical 
emp~oyee is: transferred from a locality :which is more than . a reason­
able commuting distance from the Sylvania plant or office in· which he 
·i~· tp work, the Company may pay the· cost of moving the employee,his 
iririnedlate family, and his household go·ods and personal effects to · 
(or near) t}).e new· location. · . · . · .. · 

In general,. the ro mpaey -will not pay the moving and: transportation 
eXpenses 6f an employee living ldthin a thirty~mile radius of the 
plant or office locationo 

Immediate family ahall.include a man's wife, children and. any·rela-·. 
tive living with him and depend~nt· upop. him for ·support.o · 

After arrival at the new location a daily all~wance may be paid for 
·a period not to exceed~ 30 days o T_his may be extended only if the 
employee has been unsuccessful in a sincere effort to find a place 
to live in the new locationo · Any· such extension will require prior 
AEC approvalo I 
Transportation expense will be reimbursed iri accordance with the 
travel policy except that the subsistence all0wance duri1_1g- travel_ 
will be as followsg 

Employee 
Elnployee and Wife 
Employee, wife and child -
Each addi tiorial person 

After arrival, the daily allowance, which includes subsistence and 
lodgi.il.g will be as follows g 

· Employee $12. 
l!mployee and wife 18. 
Employee, wife. and child - 24.· 
Each additional person 4. 

. . . 
Actual expense oi' moving household goods and personal .e:ffects will 
iriclude, packing, crating, insurance on goods in tra.nsi t, unpacking.~~ 
temporary storage charges riot· to exceed 30 days, disconnecting and· 
connecting equipment S\{ch as Stoves J ranges J etc o 

B •. Educational Benefits 

The Company makes available to employees the fo:p_owing educational 
benefits •. Payments by the company to or for the benefit of an·· 
employee are.considered wages, and all such educational_benefits 
are subject to both withholding and social security tax deductions, 

. except when the Company requires an employee as part of his work to 
take a course or become -a· member nf a .!'lociety ,..,,.. ·club. In all cases 

. .,. ·- . 

Revis:i,on of Appendix· "A". Effective 9/11/52 
.-; 
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listed · JWVI :e the employee receives financ. .. assistant the employee pa 
the who.1.e' cost, submits the receipted bill ~d is reimbursed for 50% of the· 
cost .less ~thholding and social security tax deductions. 

1. Magazines 

If the employee wishes to subscribe persc:mally to a magazine which 
will be helpful to. him on the job, th~ Company will pay one-half 
the subscription price and the magazin'e may be sent directly to the 
employee's home or to his. compa~ address •. Only technical trade 
or similar magazines that apply to a specific problem will be 
approved~· Such payments are subject t? tax cie<fuctioris. 

2 •. Engineering and Management Societies 

Where an employee is .the. official representative of the Company or 
attends meetings as part .of his work, the Company will pay the whole 
cost· of memb~rship. · Such payments are riot. subject to· taX deductions. · 
If the employee wishes a personal membership, and such membership ·. 
will- be ·helpful to. the eroriloyee on his job; the Company will pay one-

. half of the membership fee, .less ta.X· deduttions. · 

3. Outside Educational Courses 
. t 

When an employee is assigned to a course as part of his wor;'1:, the 
Company will· pay the whole cost o.f the course. 

' 
In cases where an employee voluntarily el-ects. to take an outside 
course of study, he will receive help from the Company towards. meeting 
his tuition costs provided the course meets the following requirements: 

a. The course will improve the performance of the· employee· 
in his present job· • 

. b.· He must obtairi approval before enrolling in the courseo 

c. He must complete the course satisfactorily and pay the 
tuition bill. 

On presentation of the receipted tutition bill and ·a certificate of 
. satisfactory completion of .such a course, the Company will reimburse 
the employee for 50% of the tutition fee, less tax deductions. 

c •. Employee Benefit Program 

The· Company provides at no cost to the employee a program covering 
Group Life Insurance, Pensioner's Life Insurance, Accidental Death 
and Dismemberment Insurance; Non-occupational Disability Benefits, 
Hospital Benefits, and Surgical Benefits. A booklet describing theae 
programs is on file in the Organization and Personnel Division. 

A-7 
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Do Reporting _ime 

1. An hourly employee reporting f~r work on any regular workday, not. 
having- been .Previously notified riot . to report, will receive full pay for his 
scheduled hours for the day even though idle or sent home early because of a 
delay, shortage or other reason beyond his control. This payment will not be · 
_made in the -case of general or departmental shutdowns caused by power inter­
-ruptions, fire, flood, -'or other conditions beyond the control of the ·company:. 

2. No regular. "K)rkdaywill be schedUled for less than four (4) hours• 
- - . 

3. Hourly employees who are called in for emergency work after they have 
left for the day, or duri.llg their· scqeduled day off, will be paid not less·: 
than four (4) hours work;; -- · 

. . 

4~- When an hourlY employee works less tha.h .his regular .scheduled hours:·· 
fcir the day due to conditions within his OWn Control, he WUl be paid only 
for the time worked. ·· · · 

- . 

5. ScheduleS: of work hoUrs will be niade up each week for the following· 
.week. 

E. Plarmed Overtime I 
J. 

1. Planned overtime payments are· made to an exempt employee when he 
works assigned hours on a Saturday, Sunday or a paid holiday. Ort a paid holiday, 
the planned overtime rate .is in addition to the straight tirile rate. Such 
payments will be made when the employee t s salary base rate is between ·$430 
and $911 Pe.r mpnth; and when he is classified as an executive, professional; 
or administrative employee. No planned overtime will be paid if the Saturday 
or Sunday work is a- part of the employee t s regular 40-hour ·schedule. -

-2. Planned overtime payments ·for hours· worked will be made in accordance 
wi. th the following schedu.le- for. any week in which an exempt employee. is told -
to work a minimwn of 2 hours on Saturday, Sunday, cir a paid holiday. Pay_. -
me-nt will not be made for· any worked period of less ·thah 2 hours.. Payment 
for w·ork periods of 8 hours or· more will be- limited to 8 hours pay. .Absence, 
for any reason, earlier in the week l·lill not take away his planned overtime. 
If the employee. is absent for the period assigned on Saturday, Sunday or a 
paid holiday, planned overtime Will not be·paid. 

sc-hedUle of Planned overtime Amounts 
(Subject to the pay liiiiitations ·specified in paragraph 3) 

Saturday or SUnday· 
a. · If the exempt employee's salary base rate is $430 but less thall' $460 

per month, planned overtime will be paid at th.e rate of time and one-half • 
b.- If the exempt employee's salary base rate is $460 but less than -$693 per 

month, planned overtime will be paid at the rate of $4o00 per hOUI'o 
c. If the exempt employee's salary base rate is $693 but-less thart $911 per 

month, planned overtime will be paid at a straight tilne rate.·· 
Paid Holiday 

ao If the exempt emplo~e t s salary base rate- is $430 but less than $911 
per month, planned overtime ~will be paid at a straight t:i.rne rate, · 
in addition to regular holiday pay. 

Revision of Planned OVertime-policy Effective 9/22/54 
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3. The planned overtime payment each week will be adjusted so t~t the. 
total pay for the week,· exclusive of night shift premium, does not exrieed $210. 

4. Planned overtime payments may be worked out for employee~ regularly 
assigned to. exceptiona.lly heavy work schedules during the normal 5-day,:, week; . 
Monday through Fric,iay. These payments will be. on the same basis as. for 
·Saturday or 5ynday. 

5. Travel time on Saturday or Snnd.ily will be considered for purt>osea of · 
planned overtime to the extent that it falls within the period of the 
employeets regularly scheduled holirs· on other days of the week. 

F. J>remium shift· 

1. Premium shift is. def:i.Iied as. any reg1llar workday shift _which beguis. · · 
outside the hours of 7:00 a.m. to 9:00 a.m. · · · 

2. Any empl()yee assigned to a premium shift will be paid.a premium of 
10% of . his straight tiloo and overtiine e·arllings for all work performed while 
assigned to such shift.· · · 1 . 

3. When. an employee works overtime before or after his regu:tb.ly · 
schedUled shift, it will be considered· as part of tha,t shift · for the purposes 
of calculating shift premi~.; · · 

4. Whenever, for any reason, an employee's shift assignment is changed 
during his. workweek, his shift premiUlll for that workweek will be computed on 
a daily basis •. 

G. Vacations 

1. · . Ho"Urly employees on the payroll at :the begi.nrrlilg of the vacation 
period, who have or will have on· july 1 of the current yea:r, the following 
record of continuous service, will be paid vacation pay at their cl.liTent ·­
hourly base rate as indicated: 

Less than 26 weeks • • • • • " . • 0 0 hour:5 . . 
26 weeks but less .than 1 year •• ~ 20 houra. plus 1/26 of 20 ho.urs for 

each week beyond 26 weeks 
1 yeirr but· less than 2 years '12 

weeks • ... • • • • •. .. • • o • 40 hours:· 
2 years 12 weeks but less than 

3 years • •· • .- .,. . • • • • • • 40 hours plus 1 hour for each week 
beyond 2 years: 12. weeks. 

3 years but less ·.than lh years: 12 
. weeks •. • • ., ...... · .,. . e • • 0 ,.; 

14 years 12 weeks but less tlum 
. 1.5 years •. e ... 0 ... • 0 •. 0 • 

80 hours: 

80 hours plus 1 hour for each week 
beyond 14 yea:r s. 12 weeks 

1.5 years and more. ~ 0 0 e 0 • 0 ., 120 hours 
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Salary employees on the payroll at the beginning of the vacation period, 
who have. or Will have on July 1 of the current year the following records 
of continuous serVice, will be paid ·vacq.tion pay at :their current salary 
base rate for a -4o~hour week as indicated: . -

L-ess than 26 weeks o • • • o • · o o 0 hours 
?6 week~ but less thanl year. o 40 horirs :plus 1/26 of-40 houns· 

for each~eek beyond 26 weeks 
1 year but less than 14- years 12 

weekS -. • •••• - • • -. .-- • • 80 ·hours _ 
14 years 12 weeks but less than 

15 years • • • • • • • • • .• 80 · hour~i:- plus 1 hour for each 

15 years • • • : • o: • 

week beyond 14 years 12 weeks 
••• -o_ • ol20· hours 

·Shift- premium shall be added to such straight tiine wages _for employees who, 
if· they had worked during 'their vacation period, would have been assigned 
to a prennium shift. -

_ 3. Employees Who leave the Company at any time will be paid the accrued­
vacation pay to 1hich their continous service as of-the time of leaving 
wou~ _entitle them :under the applicable schedule. f 

4. In the evei?-t the majority of the employee~- have actually lork~d on a 
- schedule averaging 48 hours a week for the fi.rst 6 months of the year, 
vacation payments provided above will be on a 48 hour week straigh~ time­
pay basis so that each amount specified abov~ will be increased by 20%. 

H. Overtime. Pay_ 

1. Time and a half will be paid to hourly and non-exempt salary 
employees for cill hours worke<i in excess of eight hours in any 24-hour 
period after the employee actually starts work., 

2. The 24.,;.hour period on consecutive days starts on the same hour 
as that which the employee reports for work on the- firs_t day of the week, 
except that :if for any reason an employee _reports,: for wark -at a later- · -
hour some later day in the week, the 24-hour period on the following days 
of that lOOr_kweek will begin at such later hour., 

3. 'l'ime and a half will be paid to hourly and non-exempt salary 
. employees for all hours workedt 

a. In excess of 40 :in any one workweek. 
b. During the Saturday workday. 

4. Double time will be paid to hourly and non-exempt salary 
employees :for all hours Worked: 

a. During the Sunday workday. 
b. During the workday and on holidays listed in o. 
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. 5o Overtime for work during the Saturday and Sunday wo!'kdays as 
such will not be paid to anployees on continuous operations (such as 
watchmen~ firemen,· tending gas house, etc.) ·but instead· such. an empioyee 
will be paid a · · 

a. One and one-half.hia regular straight time rate of pay for 
all work performed during ·the workday of his first 
scheduled day off· for that wot.kweek; and 

b. Twice his regular straight t~me rate :·of ?ay for. all work 
performed during the workday of ·his· sewnd· scheduled day 
off for that w-orkweek. . · · 

Overtime for vork during the holiday workday as such will be paid to 
employees on continucns ·operations for the hQiidays listed in Oo. 

6. . Overtime rates will not be pyraniided where more than one rate appliel:J,•. 
Only the highest single rate _will b e paido · 

Io Savings and Retirement Plan 

1. The employee contribution to the ,Savings ·and· Retirement Plan is 
3% of p9froll earnings. I 

2. The company contributions to the plan are reimt>Ur~abll as follOw-::;~ · 

. a. A- prorata share of the· actual normal contribution which is 
required to cover the currently accruing cost of benefits 
to be provided from eonti·ibution ·of the ·company other than. 
profit distributions. · 

b. A prorata share of the profit contribution up to but not to 
exceed five percent (5%) of direc·t labor costo- · 

·The details of the plan are contained il1 a booklet which is· on file in· 
·the Organization and Personnel Division. , 

J~ Separation Pay 

1-. Any hourly employee with six or more -months o./''continuous servic·e 
who is laid off or discharged without -prejudice by the Company may be given 
one week's notice or one week's separation pay at straight time for his · 
regularly ·scheduled work week but not to . exceed 40 hours. 

2·. Any salary employee with six or ·'llore months ·contir.uous service 
who is laid off or discharged without prejudice by the Company will' 
be gi veh two weeks 1 separation pay a1 his basic · 40 hour week rateo 

Ko . ·.rravel Time· (Hourly ari.d Non-Ex:empt Salary :&nployees) 

1. Time spent by an employee during regular ·working hours in traveling 
at the Company's instruc'tions should be treated as hours worked·. If the 
Company requests an employee to do a job during regu,lar working hours 
which requires the employee to leave the place of business," the traveling 
time of the. employee should be included in hours worked whether or not 
the particular job i·s within the employee 1 s regular dutieso 
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. 2. ~vei vime outsid-e of regular working ._Jurs should _e treated as 
hours worked when. there is a continuation or extension of the employee's 
normal working day. 

3. If an employee is· told to report to -work at a designated place 
other than his regular work location, but within the normal .connnuting area 
at a specified hour,. or told to go directly home from such a location · 
after completing .his day's work,. he will be paid for the time actually spent 
on the job but not for traveling time, un:J_ess th-e time spent going .to and 
from such designated place ·of work is unrea,sonably disproportionate to 
the normal travel~ng time required in reporting for work at the usual work 

. location. Normally; additional travel time in excess of one hour will be 
considered unreasonably disproportionate~ 

. . . 

4. ·· If ari employee is told tor eport·. for work at a distant location 
reqv.iring overnight trav:el by public transpc)rtatio:ir, or outside tne·normal 
conunuting area; the hov.rs spent in such travel outside of his regular 
working· hours will not be treated as· hours war ked, provided that the 
employee is given adequate acconunodations for sleep arid relaxation, but the 
Company will· pay. for t.he costs of- Jl1eals, room and trans porta t.ion required in 
accordance with. the travel policy shown in Q. If the employee chooses· ·to 
use his own car instead of available public or. company provided. transporta­
tion, travel -cJ.me in 5uch cases will not be counted as work t:upe unless it 
falls within his regular working hours. :l , 

5. If an employee· is required to travel continously for more than a 
full working day during which time ·he is not engaged in .actual work 
for the Company, t.he time spent traveling duripg the regu.lar working. hours 
should be considered hours worked. The time outside of regul.ar working 
hours n~ed not ordinarily be considered hours worked except that· .if. the 
employee is required to travel on Saturdays, Slindays and holidays, 
he' should be considered as working on these days for the number of 
·traveling hours between his established starting and stopping time on 
other days of the week. . . 

6. In any case when ari empioyee traveling for t.he Company ·is 
required t,o _do _any work at a:n, such as guarding materials, driving a 
C.m' Or truck _or acting as a, helper or reJ.ief man OU a truck, SUCh 

hours must be t.reated as hours worked. 

L. Time Off for Marriage 

1. · When an hourly anployee elects to be marri~d at a time ,other than 
his scheduled vacation he will, upon request, be· granted· a week's time off 
without pay. If it.is riecessa:ry to a:llow additional time for travel such 
additional time wi 11 be without pay. 

2. When a non-exempt salary employee elects to be ~~rried at a time 
other than his scheduled vacation he will, upon request, be granted a 
week's time off with- 40 hours pay. If additional time is allowed for 
travel such additional time will be without pay. 

3. Wheri an exempt key or technical salary employee elects to be 
married at a time other than h:i,s scheduled vacation and requests time 
off, he will be allowed up to 2 weeks wi t.l-t pay. 
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4. If an employee is married either immediately before or 
immediately after his schedUled vacation·,-. sU.ch extra time off as limited 
above will. be in- a.ddition to his scheduled vacation. 

.Mo Jury Duty 

. 1. Wh_enever empl:oyees are called for jury duty and must therefore be 
ab~ent from work,-· they will be· given. time off for the duration af their 
service as jurors.-. Employee~ ~11 he ·paid _as follows during this timeo 

a. Exempt ·employees - continue at full payo These· employees. 
·are expected to c_arry on their regular duties for the 
company during this period. so far. ·as it is possibleo 

b. HOurly and non~exempt employees - The difference .be:fi~een 
their fees as· jur.ors 'and their regular week's pay based.: 
on forty hours or their regulariy scheduled hours, whic~ 

. ever is less• · 

No Rest Periods · 
. . . 

· . 1. It has long been the .practice· of the C~mpany to prorldf. sufficient ·. 
utility. operator~ to relieve hourly employees on. machine op.erJd- oris . a:s . . 
necessaryo ProVl.sion has also been made for relJ.ef of employees on non-
machine operationso · 

2. In addition to the above, a ten minute rest period will be provided_ 
for factory employees at approximately the .middle of each of the two· wark 
periods in any work day of eight or·:.,JD.Qre hours. ·In shorter work days, a ten 
minute rest ·period will be provided at. approximately the middle of any work 

· period of four but less than six hours., and a fifteen minute rest period 
will be previded at approximately tpe middle of any work period of s.:bc· but 
less than. eight hourso · t ·. 

3. Becuase the work of supervisory, offic'e and engineering employees­
does :riot permit th.e scpedulihg of a specific. rest period, other provisions 
must be made for· such· employeeso 

_Oo Paid Holidays; .. 
1. New Year:• s Day, Good Friday, Decoration Day, Independence Day, . 

Labor D~y, Columbus Day (Salary employees. only), Election Day, Thanksgtving.? 
and Chr~etmas. · 

2. When a holiday falls on Surtday, it will be observed the following 
Monday. When a holiday falls on Saturday, it will be observed ejtherz 
(a) on the Friday preceeding the holiday; (b) by ·paying six days pay tor 

· 5 days work •. That is, paying for Monday through Friday as days worked 
plus Saturday as a day, of holiday paYJ or (c) by declaring :mother and 
presumably mere convenient date as the holiday. 
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P. Pay for Workmen 1 a Compensation Waiting Period 

lo When an employee received compensation for disability under a state. 
Workmen 1 s Compensation law, such as the New York State Law, which does not 
cover the. one week's, wa:i, ting period, the Company will pay him for that 
week's waiting period at the Workmen's Compensation rate, less· tax deductionso 
The Company will make no payments under this ·policy when the time lost is) sever 
calendar days or lesso · 

. 2. In some ·states Workmem 1 s Compensation i~ paid from the first day of 
injury if absence as a result of that. injury extends. beyond a specified 
p-eriod· of tim·a· (five weeks in New York)~ . In such states the Company will· 
ni.ake no payment for the firs.t week ~f absence :where absence extends beyond 
these periods of time and Workmen 1 a Compensation is paid from the .first day 
of injury. 

Qo Travel Policy 

Travel on official business in the· interest of this contract will be reim- · 
bur·sed as follows: 

Actual transportation expense, plus pullman in the eventJavel is 
by railo Transportation ex:p.en.se via private automobile . the rat~ 
of 7¢ per mile,. plus ferry,. bridge, tunnel. or toll road charges and 
parking fees·. Actual. expense for lodging. and an allowance o;f six · 
dollars per day to cover other subsistence expenses dUring period 
of travelo Other allowable expenses include official telegrams, 
and telephone calls; streetcar and bus fares; taxi fares when public 
transportation is not practical; checking and handling of baggage. 

Ro ·Attendance at Meetings · 

When it is in the interest of the contract for an employee· to attend profes­
sional meetings; he will be.reimbursedin accordance with the Travel· Policy 
as shown in Q. 

s. Standards fdr Administration· 

1-. In Excess of MaXimum Rate 

No person's rate will be increased to a level above the upper 
limit of the ciassification to which he is assigned. 

2. Below the Minimum Rate 

Wages or salaries· below the llll11~mum rate approved for a classifica.,. 
tion may be paid during probationary or trai.. ning ·periods. That 
portion. of an increase necessary to bring the wage or salary to the 
minimum of the range will not be subject to the fifteen per cent 
limitation on merit increases. 
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T. Military Leave Payment 

The Com.pS.ny rlJ.l·· pay to . each employee vi th. a·ix or more months of 
continuouS servicep who is granted Long- Term Military Leavell one 
month's pay at his current base J;"ate, but not e.x:ce'eding 173 hours 
of pay unless he enlists during a. period af an approved occupational 
deferment.; This payment will be nade after the employee has 
reported to_ his first military station and upen receipt from him of 
notifiCation of hl;s service addi-essp rank, arid serial numbePo 

U" . Insurance · 

The Company-will pay for each employee granted I.ong Term Military 
Leave~ the premium fctr his group life insurail.Oe iil- effec:t at the·, · 
time of his Military Leave for a period or 12Q dayso . . 

* V" Siek Leave 

The Contractor may at his discretion grant leaves with pay to. 
employees who are incapacitated because of accident or illness" 
Any such leave in excess fK fifteen working day~ iii. any calendar 
year. is· subject to approval ef the Atomic Energy CfJII11'fJissifno . · 

* W Miscellaneous Leave with Pay 
• . • • ~ ~ • • "• , • • • ~ .,. • • • • • , :, ., .,. • • r • . 

In addition to other leaves with pay~ the Contractor may grant paid 
leaves to employees .for reasens ·such as- death in the immediate . 
faniily. and illness in the immediate family, or other reasQns personal · 
in natureo If any such leave rlth pay exceeds .five days during any_ 
calendar year ll the Contractor must :secure Ateniic ·Energy Commission· 
approval in erder to be entitled to reimbursement .. 

** X Supper Mon!Y 

When . employees working standard shifts are required by' the Contractor 
to v0rk throUgh their normal supper hour~ the Contractor will provide · 
for a supper period of not less than one half an l;l.our-,· without pay; 
and will reimburse employees for the additional expense resulting· 
from· having_ to purchase supper up·to but not in excess of $1 .. 50~- . 

*Addition o.f policies., 
··:Addition of pol;i.cies o 

**Addition of policy 
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I.· JOB ClASSIFICATIONS. AND SALARY RANGES 

.PUN "A". (No~ EXempt) 

Job TitJ.e 

· Division Traffic ·Manager· 
Area Safety Engfueer · 
Supervisor of Warehousing 
Divieiot;l Purchasing Agent 
supervisor ~-Expediting 
Priorities Coordinator 
Chief Buyer· 
Beyer. . ·. 
Division Industrial. Enginear 

; Division SUpervisor of Mtrl.ntEmance ·· 
··Division Manager· of Quality Control. 
· ·quality Control Speo. . · 

Division and Staff Counsel 
·ofnce Manager 
SUperVisor of an. Office De.partment 

· . Supervisor of ·an Office ~partment Seo. 
Manager of Accounting ·. 

· SUpervisor of Equipment Daa1gn · 
· * ·Equipment Design Speo. 

EqUipment Designer _· · . 
_Mechanical ~uip.ment ~peo. 
Tool Room Foreman 
Supeivisor of Prodo Scheduling &. Control.. 
Supervisor of Material Control 

· Tool Coordinator 
Admin:i.strative Engineer 
Plant Manager - Class 1». Plant 
Pl,ant Manager - ClAss B Plant 
Plant Manager - Class C ·.Plant 
MS:nufa.oturing Superintendent· 
General For. eman 
Technical Foreman 
Foreman 1 Class I 
Foreman,· Class II 
·supervisor of Personnel 
Personnel Assistant 
Safet-y Engineer 
SUpervisor of Product Engineering 
Supervisor o! Quality Control · 
Supervisor of Industrial Engineers 

. . :tnduatri~ Engineer; sr ~ 
Industri~ Ellgineer, Jr. 
Standards Applicator· 
Supervision of Production Control 
Supervisor of Plant Jif.<J 

A-1 

·61{ 
6K 

. 6K 
. 9J· . 5K. 
·llK 

6K 
· SK/ 
·:9j_ 
ak···· 

.'·9J 
. 7K. 
"]JJ. 

. 7K' 
~ 
2K 

12J 
.9J 

8K 
hK 
8K· 
6K 
8K 
6K 
6K 

lOJ 
]JJ 
12J .. 
lOJ. 

9J 
8K. 
6K 
6K 
3K 
7K 
LK 
LK 

. 9J 
7K 
7K 
6K 
3K 
.3K 
7K 
7K 

Effective 3/1/5. 

·., 

l 
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I. JOB CIASSIFICAT!<l'IS AND· SAlARY RANGES (continued) 
. . . 

PIAN 11li.11 · (Normally lbcenq:rt) (continued) 

Job Title 
* Engineering Specialist, Sr. 

Cost Accountant 
_Pui'ch.asing A·gent 
~pervisor· of Maintenance 

** Engineer 1ng M~nager Jt · 
**Engineering-Manager~ 

Engine·er wg Spec1a.ll·st,. 
-!Ht- Section-Head ** Engineer in Charge 
i!* Senior Engineer 
; · Engtn.eer . · : ~ ': .. ·. 
' Aoeountant si;>ecial , · 

· · supervisor· of A/C ·Department 
. SuperVisor of A/C Department Sec. 
·Accountant, Senior. 
Iriduatrial Relatione Assistant 
Industrial Relations Specialist 

PIAN 11B111 (Non-Exempt) 

Cost Accountant Jr. · 
Time Study· .arid/or Methods Clerk 
Time study and/or Methods Clerk, Jr. 
Materials Requirements· A~at · 
Production Control Clerk 
.Production Control Clerk, Jr. 
Stock Clerk 
stock Clerk~ Jro . 
Driti'ting Section Supervis~ 
Designer - Draftsman 

· Draftsman. · 
Draftsm.an.~~ Jr.· 
Tracer.· · 
Internal Expediter 
External Expediter 
Master Craftsman 
Production -or . Maintenance Supervisor I 
Product-! nn. or Maintenaooe SuperVisor II 
Safety Inspector · 
Employment Int~Viewer or Counsellor 
Employment Interviewer or Counsellor, .rr. 
Nurse· 
Nurfle 1 Sr. 
Buyer, Jr. 
Production Scheduling Clerk 
Technician, Sr. 
Technician 
Teclmician, Jr. 
Experimental Gl.asB Blower· 

~"tAddition of"" job clas~lficaticn 
-«i~Revision of salal"J grades 

A.-2 

Oracle -rrr 
.. 3K 

5K 
6K 

!3J 
llJ 

· lOJ 
lOJ 

8K 
7-K 
JK· 
9J. 
7K 
5K 
LK 
3K 
9J 

6oR 
59R 
56R 
62R 
59R 
56R-
59R. 
56R 
61.iR 
6.3R 
60R. 
57R 

. 5lsR 
.59R 
60R 
64R· 
62R 
60R 
60R 
59R 

·56R 
51R· 
59R 
59R 
62R 
62R 
59R 
56R 
62R 
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. nl~-i ••'En: (}Jo:~e(~.Jilpt.) :·:. (~ontin~.sd) 

Billing Checker . 
spe;ciifioati:ons .: 
neq\iisi:tioii "Clerk 
or.tice ·nay-: or au-i 
sujx,:Mrieor: of an Off"ice Depto, Sec. (Clol) 
SuperV:is.<;ir of an Offic·e Depto.o ·seco (cl.n) 

. F'til16tfoiYa ·Clerk · 
clerk~ sr~ · 
Ri)Utirie Clerk . . 
Mai~ end, File Cl.erk 
Offi.ce ariel· .St.t)c!Q:.ooni Clerk · · . 

. ·.: ~:~~:(.~it~;::,o . ·. · · .. 
. . secretsrt~teno­
:steno·:; :;·: ·1;,;.:'':.· ·. 

'J,'rsnscrib~r · . · cow Typist· 
· Order TYPist. 
Duplio~ting Machine Operator 
Photostat and Bl~ Print Qparator 
Multllith Operator "&." 
1-1ultilith Operator '.'B~ 
Multigr..aph Operator_ .-
Billing }lachine Operator 
Bopkkeeping Hachine ·Operator., Sr. 
Bookkeepirig Machin~ . Opera tor .o · Jr. 

· Tabulati."l€; Proo~dure.- Clerk . 
TapuJ..e:l.ing Machin-? Oparator 11A.11 

oratm:U..t.f:l'lg Machine Operator 1!B!! 
Xe7 ·Punch Operator. .· 
A/C Clerk:> Sro 
A/C ClerkJ) Jro . 
Bookkeeper!! .Sr. -o 
'Rool<'Jre~pr:or _, ,T'r"., 
~ .. y~oJJ. OJ..a::-!<: i1 :'3!. o 

Pe:yroll Clel'kt~ ."'f".r..e 
Com, Clork9 Sro 
Cost Cl~rk.? .Tro 
InVoi!i~ CJ..c.'f!-.; 
Telephon~ Operat.or & -R~ceptioni,st I 
Telephooo ciperat..o:r & Rer~eptionis-t II 
.k~4::ountant.? Tra.ince · 
Accountant.9 Jr. 
Tra.ffic Clerk 
\<Iarehouse Su.J.lE:\rViso:r 
·v/a.rebousewn 
Industria-l R.e]zl.tion .tnw.J.yst. or AsBto » Jr. 
Routing Cle J."k 
Billing Cl.e:r.k .. 
Inven.t..ory Clerk 
Addreseog:t·aph OpP.ra.tor 

· t.a~ade 
-·~""t.L.Z"#I 

;. ' . 

I 
l 

·. 366-RA #26 
-~-- A-3 .. 1293-RA -#lL . 

· De~et_i~~:,:O.f_~~):. __ ,sP:~ry r~llge~;_:'"H~yision of Grades· .. ~ffect;Lv.e .. 8/29/55: ·- · 
·. . .. ::· .. : '. ... .. . . . - - ;_ ~ .: . ... . . . . - . . :. - . . 

.. 
-~ 



.,,-.·· 

I.. JOB CLASSIFICATTONS AND SALARY RANGES (continued) 
. - ---

Job Title __.___ 

Janitor 
HandYJir;ln . 
Lab Helpor Met:allogr.n.ph:l.c 
La.b H~lper Spec:'Lal P:ro<hicta 

, Machinist. - Specinl ProductiS 
Mech3.Uic "A'~~ 
Mechanic w BR'I 
Devei.epmen·t 'Hachintat 
Mach:tn.isli. W_AV'l 

Kl. ect:t~ician 
Gas cYlinder Supply 
Pipefitt.er QIAI!! · 

Tool and Stock Clerk 
Tool a,nd D.tH H::~ki?:r. '~'~A'iJII 

Welder. 
. Shee1~ Metal Worke:r­
·Tool Crib Attendant 
Cn:rpentor 
PlpefH;teot' 
Lathe Ope:['ntor 

. Milling }l'i.chin,) Ope:cator 
Cont.our Saw Operator . ...: r.oa:rner 
Tool. & D1!0 N~J\wr ~~ IT'1 

. . 

Tool & Dio Hake:." w CO'!. 
M'flchix-r'u:;'t. ';>~'Gw 
Mn.chin:'bod:. 99 (;~1 

· Ml.llwdg!;~ wp,w 
. Millwrlgh t uanw 

Grol.lp LBn.doi'~, Ht:d.:o.t.e·n·an6e 
Shtpp:Lng and Re,::ili'if':ir .. g G1.€.J.'k 
Sto~Ck C1t:n~t~: 

Gl."O'aploa•iiYf.' - f~n:'i..pm>:<:rtt, 1\.B~I'.Ill!., 
As EloC::Irib1y l"L,,-; h:in is't. ~ J\ w1 

As<~<B:o:<bl:;i I·hc,:Q.:tn:l.<:>l; "'Bw 

HOURLY 

. A.s:;; t:~ra:hl.y Hit-.~h'l.ni.::::-t ~a~ cV. " 
M"lh1't8n':tn~:e Ma.-cJ~\_'tAi.r:> t; ...., 11.~~ 

. M~b.il.-tn·,;;.n•':"'-' l-i:::t~:.h.1.rd 75 t ww<~ 
. M:'li:ll"t.>3X.l;.).HfX• H-::l.c:hJ.n:L:;t IJ(f cw 
G1mrd Se:t'l?fY:J.nl. · 
Ann161d Ccm;r·.t~)X' 

A:r1112d Guan:l 
. G;roupleade:r- - M'l.(':him> Shop 
Inspe ct.,.):r' 

* Electrie'ian "C 11 

A-w 

··.• 

Grade ----· 
5 
5 
4 
6 

13 
1T 
16 
20 ..• 
18 
16 
10 
.16 
lO 
20 
18 
1.6 
1.0 
16 
1.6 
1..5 
15 
? 

1.8 
16 
16 
l'2 
15 
12 
]$_:_ 
10 

:10 
10 
lJ 
16 
16 
ll 
it1 
16 
11. 
J3 
).2. 

ll 
2o 
20 
ll 

Effective 8/2~~ 
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- HOURLY . {ci>ntinlied) 

;·-:. :: 

·Ptinip- & Boiler Hifutenance 
,Tracles Helper · . . . . . 

.··:ta~oratory Assistant - X-Ray 
~ering Aaaiat~t ~ Metallographic 
9hB:rac~ri~:I.ilg Powder Metallurgy Specimens 

"~'- P9W<ier Pret>~ation',; Pressing & sinter:tng 
. · :~e.ring A13e:tstant Metal Processing-

-'";;::· 

-->--

-. ~: . 
... . 

-. . . 

. :1~~~~~-~~-~;,· .. • -
-------:~_(/5_.: :.>:;: . 

16 
8 
8 

'12 
9 

•!· .,':) 
..I..,.J . 

. 16 

·.; .. 

j·· 
.... 

: 360-ii.\ ii ~(; 
lL9 3-Hli . ~ll~ 



HOURLY RATE RANGES 

Starting 
Grade Rate 

1 -·:'.-"''' 1.34 

2 1.36 

3' '·: 1.36 

6 

7 

8 

9 

10 

11 

12 

13 

14 

lS 
16 

17 

18 

'19 
20 L 

1•38 
... ~ :::>. 

1:41 

i.47 

1.51 

1 • .5.5 

1.62 

1.66 

1.69 

1.76 

1.83 

2.00 

2.09 

2.18 

2.29 

2.39 

Step 3 

1.3B_ 

1.40 

'1.4i. 

:_:·1.44 
·=~: .--: -:-·::_ .. ;: __ ::-: . 

: 1-.46· 

1.49 

1..53 

1 •. 60 

1.64 

1.69 

1. 7.5 

1.79 

1.8S 

•1.9.5 

2.02 

2.10 

2.22 

2.32 

2.42 

2 • .5.5 

Addition .of Hourly Rate RaOnges 

. -~·;~- . : ·. 
; ... ' :. ~· 

-.'. :·.--·-· ·< 

· ~{~,i,;{!~ .. "ilrt: . 
-~ . : 

A-SA 

Step 2 

1.44 

.1.47 

1.48 

.. 

Base Rate or · 
Job Rate 

1..50 

1..52 

1 •. .54 

1.5o . , ... ·:~: 'J1Y''· '1.5 s 
:1.52- . "' . i~61 

'1..55-- . 

.. 1.62. 

1.66 

1.71 

1.78 

1.84· 

. .. _. __ ;_·_·: 

1.90 

1.97 

2.05 

2.23 

2.34 

2.44 

2 • .56 

2.69 

Effective 8/29/55 

1'.64. 

1.69. 

1.74 

1. 79/' 
1.86 

1.94 

2.00 

2.08 

2.17 

2.27. 
.. 

2.3.5 

2.46 ·~ 

2 • .58 

. 2.69 

2.82 

1366-RA #26 
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· .. :~-·· 

·.'',. ~ .. 

· .. , .. ~: 
SALARY 

. GRADE 

9Jf 

lOj· 
···'! ·. ·. . . 

. · ?t'\7f~;;, ... ·· -~~t~1t'"~:~~· ,f~~;~r~i~';. 
. _. ___ ; ·<', " _.,,'.('•"': <· ' 12;~t·. . . :.-·,'-~·>-- . 

;.-,_·· 
;_. ·:)~f~}:.~:;. :>:: .· 
. :~.-= ~~·~~~~!>1~:~) 

··.,'. 

$626 

···69l. 

$334 

359 

399 

439 

483 

525 

574 

$257 

295 

3,34 

354 

-BANGE 
,.·;.:_~ 

... •:-.· 
• •' ·~ • •o L ~. 

$985' 

··u35 

t*~;~;~!' 
. 155'2 _: ... 

RANGE ---
$525 

568 

626 

691 

753 

818 

903 

RANGE --
$374 

433 

. 492 

525 

; ·~~1~-~i~;~~~+R7~-.::~ ... -:::~ .. ··; ;:~ 
-. ~-~~~:-.\{:: -:.,;._:, 

, . :: ~~ . , 
',"· 
.:: 

- ·.r··· 

. •..:. 



/. ~/ 

··. ~:~t'1~~~~~;~~~~;~~''0:~·~t~''·····:·. 
-~- -: ;:·. -· 

-- ... -. . -,_ ~-r-: 
·- . . 

; - . . 

····:: :scliEbur.E .R 

. ·,. 

. -.:. :-, .. 

~~ ... 

. ~-.·:~· 
.. _ .. -· 

----.·. 
:.-:~::-·;_:-· .. ;·: ._}\:: ~ -~ ., •' 

=:·•' 

· S.U.AEY 
.GRADE 

5JR 

52R. 

53R 

. :· 5U!i 

55a 

5ffi 

57R 

500. 

59R 
' 

60R 

61R 

62R 

63R 

64R 

65R 

. ,.~~ll;fi.~fiil~~,-~{,, ··: 

MONTHLY RATE RANGES· 

·-RANGE . 

$216 

233 

233 

.. : ·.:·.~2j3~·:i::::t~::~;:::;~;~.' . 
:~:.;f.:\_ 

245. 

257 

276 

295 

314 

334 

354 

380 

413 

444 

477 

A-5C 

$257 

. ·.276 

295 

'<J2:t<<· <J _, 

346 

~74 
l 

407 j 

433 

460 

492 

525 

562 

600. 

651 

702 

366 RA #26 · 
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"·~"~~~~f,l}111~~1~1~f,tgHfi~ ,,,;,.:~.~:N~~l!l$~~lt~,~fF:;.J~**f~f:::,.;~,":':: .. , .... ,,,,; 
- ~-: ~:": ,:;!;::h"·~~-~~~~MOrlhg EXpens~·~ '··::;:;; .... '. 

·.-··. 

Whenever a neW- key or technical employee is. hired for a position 
in~~ exempt salary'classification or a regular key or technical 
employee is transferred from 01. locality '$ich is more than a reason-:· 

:·able commuting distance from the Sylva,r:.~9. pla.nt or office in Which he 
~is ·to. work, the Company may pay t}J.e _:c.ost. of ·.moving. the employee, his 

··;i'nnnediate family, and his househol4 ·goods and. personal effects to . 
. (or nE!ar) . the new ~ocation. · · · . · . · · . . . 

. "'' .:' ·· ·. · :In general; .the co nipany will not pay the ·moiiri,g and .trari~portati~:m 
,expenses of an employee living lrithin a thirty-:-mile radius of· the 
.plant or offi6e locationo 

,c:~}~_?:,O:-::+tininediate fam:ilY 5hall .includ~ a man 1s wj,fe,;i,,children· and any re1a~ · 
, :· ''·j:'!}t~ye:: livirig -n:ith:''him· and dependent upon. him :for·i'support •. 

• /·'":;"•';'l';-':.- .. - .. . . . _.:. - ... •' . • . -
--:..- .... ~. -'": ;_;~ . -·.-. . . 

. . ' ~- . . : . . . . ~- . . ·. . 'I" . . - . ~:::~--- -... ' . . .: . .. . . -

.. : -.. At"ter arrival at the )iew location ·a. dml:Y:julo:wance may }?e paid for 
a: period not to exceed 30 dayso This· m~y ·be'' extended onlY: if the : · 
employee has been unsuccessful in a sincere effort to find a place 
to live in the new.locationo Any such exten·sion will require, prior 
AEG approvalo 

I 
Transportation expense· will .be reimbursed in accordance with (he 
travel policy except that the subsistence allowance during tr.a:v.el 
will be as follows: 

Employee 
Employee and wife 
Employee, wife and child 
Each additional person 

$6o 
12o· 
16~ 

4o 

After arrival, the daily allowance, which .inc1.udes subsJstence and · 
lodging will be as follows g 

Employ.ee 
~ployee and wife 
Employee, wife and.child 
Each additional person 

'$12;; 
18o 
24o 

4o 

Actual expen~e of moVing ho_usehold goods and personal af.!.'ec ts will 
include, packing, crating, insurance on goods in transit { w-.pac-kin~, 

·temporary storage charges not to exceed 30 days, disconnecting and· · 
connecting equipment such as stoves; ranf"e.S' etc~· 

Bo Educational Benefits 

The ~.:.mpany makes available to employees the following educnticnal. 
· benefitso ·Payments by the company to or for the benefit of ar. 

employee are considered wages, and a.Ll such educational benefltS 
.are suhject to both withholding and social security tax deduct.1.ons» 
except when the Company requires an employee ·as part of h-is work to 
t§lke a course or become. a- member nf a "lociety ,.., .... club. In a:.:. ::a;::es 

~-

___ : ;_ ~:--~~< ~)~~ i.::~~~ ~ ~-:_~ .:~,i-~ . . :-

: ... · 



···i 

- ·~: 

· }:;;J:)~:[t~)~:~~~~~s~~~~p~~;e · ... '"'··'-_· ""''~-""""' .~._ .. ..~. .. _ld.ll!<.'.J.:·a ....... ~:~i~j~~=~--;~~ '~d~~~t~~-~a; 
. · ,,_,: ' ;.;-:;cdst·Iess 'Wi'thhol'dirfg and social'"'' . ·-tio~s. - --·-·· ·. :--- . . .. 

. ;_· 

. . -~: . ~ . . .. . . 

<. ---: 1. · Magazines -·-- . - · 

..... •>fi~~::~~-·:the_ emp;oyee wishes to subscribe personally t·o a magazine which 
·" . . · ·~\nll<be helpful to .him on the job., _the· Compc)ny will pay one..-..h.Uf 

:·;.-.:::the .·s':lbscription price and the magazirie ]nay b"e sent directly to the. -
.... emPlOye~ IS home or to his COmpany.· addr_eSSo ... 9f!,ly techn:i,_cal trade 

> , :or similar magazines that apply to a speci.(ic -pre blem will be 
:-'':'' '~·approvech ... Such paYillents are subject to. tax_,.:deauctions. 

,,-. -__ .. >-~:-h.:·~~,::'~~~ 2. Engi~eering and Management S~cie~~es'' .. 
....... 

_ · · . Where an employee is .the official repr'esentattve of the Comparty. or 
·: _ _<:_·_:atte_nd~ me.e.ti"ngs a~ part. of his w9rk,. the CofuPany will pay the whol~ 
-:~;~}},~cg'S.:t .. of. me~btjrshfp~ ;i_Suc.h payni~n;tS.::¥.e. ~-ot; subj.~ct to tax deductions • 
-.. :.::·~,:z·,g~;;~h:i3~_.eJtipl~y~e-'i'4:~h~_s'·:a perso~at:·m~"in~~~-6hip1;:,~nd-~such '·m .. embershii:> ·:· . 
,;- ~:,~mll _be h~lpf:ul to the ·employe~ on hi~, job, the Company will· pay one.;.. 

;_ .,~-he:Lf of the ·memibership fee; less tax ·aeducttol!is. 
. . . . ·.· 

J. Outside Educational Courses 

When an employee .is ·assignep- to a course as part of his wor:~, ,- the 
Company will pay the whole .cost of the course. -

In cases where an employee voluntarily eiects to take 4IJ1 outside 
course of study, he will receiye help frorn the Company towards meeting. 
his tuition costs. provided the course meets the following requirements: 

·a. The course will improve. the performance of the employee 
· in his present job. 

b. He must obtain approval before enrolling in the course~ 

c. He must complete the course satisfactOrily and· pay the 
tuition bill. 

On presentation of the receipted tutition bill and a certificate of 
s·atisfactory completion of such a course·, the Company will rein:tburse 
the- employee for SO% of the tuti tion: fee~ less tax deductions., · 

C.· Employee Benefit Program 

·:The· Company provides at no cost to the employee a program covering 
·Gr~up Life. Insurance, Pensioner's Life Insurance, Accidental Death 

. :and Dismemberment· Insurapce, Non-occupational ,Disability Benefits, · 
·Hospital Benefits,- and Surgical Benefits. _A booklet describing theae 
. programs is on file in the Organization and -Personnel Division. 

:.;: ~ J:·~ ··~:v~·:;ft~r·~t-~~-:~:;~:: .· . 
-.. ~-- .. y;:~- ~j~:~~t~-:~.~·-.·. -.. 

-~ ,-~ 

~:. -~..!~- .. <-;r -~~;~~:-··· . 
. ~ _··-;:r,~~--~:: ·$~;:.'.·~." 

- -.·.- .·· . 

. .. ~~~1<.-~ ~--:·-~--~~.;~~.~;.?~~~~~to.: : 
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u. Reporting T·.:.......d 

1. An hourly employee reporting for work on any regular workday, not 
having been previously notified not to report, Will receive full pay .for his 
scheduled hours for the day even .though idle or· sent home earzy because of a 
delay, shortage or other reason beyond his control. This payment w.Ul not be· 
made in the case of general or departmental slnitdows. caused by power inter­
ruptions, .fire, .flood, or other conditions ·beyond the control of the Company.· 

2. No regular ~rkday ~ be scheduled for iess than four (4) houra'o 

3. HcmrJ.Y: employees who are called in .for emergency work after they have 
left for the day, or dUring their scheduled day off, Will be paid not less· 
than four ( 4) hours work. . · 

4•· . When an hourly employee works less tha.ll his regular scheduled hourS; 
for the day due to conditions within his own control, he will pe paid only . 
for the time.worked~ 

5. · SchedUle~ of ·work hours will be made up e'ach week for ~he following 
week •. · 

E·. Plarmed OVertiroo 

. 1. Planned overtime payments · are made ·to an exempt employe/ when he . . 
works as signed hours on a Saturday, Sun~y or a paid holiday • On a paid holiday 
the planned overtime rate is in addition to: the straight t:iJne rate. Sueh 
payments will be made when the employee • s salary base rate is between $4.30 
and $9ll per month; and when he is classified as an executive, professional, 
.or administrative employe·e~ No pJ.aruled overtilne wili be paid if· the Saturday 
or Sunday work is a part of the employee• s regular 4D-hour schedule. · 

2. Pla~me.d overtime payments for hours worked will be made in accordance 
with the following schedule for any week in which an exempt employee is told. 
to work a minimum.. of 2 hours on Saturdliy, Sunday, or a paid holid.S.y. Pay­
ment will not be made for .any worked period o.f less than 2. hours. Payment· 
for work periods. of· 8 hours or more will be limited to 8 hours payo Absenee,· 
for any reason, earlier in the week will not take away his planned overtime~ 
If the employee is absent for the period assigned on Saturday, SUnday or a 
paid holiday, planned overtime will not be paid~ 

Schedule of Planned Overtime AmoUnts: 
(Subject tO the pay liiiiitations. specified "in paragraph 3) 

Saturday or Sunday 
a. If the exempt employee's salarY base ra.te is $430 but less tb.a.ri. $460 

per month, planned overtime will be paid at the rate of .time and one~half 
b. If the exempt· employee• s salary base ·rate is $460 but ·less than $"693. per 

month, planned overtime will be paid at the rate of $4c.OO per hour. 
c. If the exempt employee• s salary base rate is $693 but less than $911 per 

month, planned overtime wili be paid at a straight time rate. 
Paid Holiday 

a~ If the exempt .employee• s salary base rate is $430 but less thari $911 
per month, planned overtime will be paid at a. straight time rate, 

. in addition to regular holiday pay. 

Revision of Planned OVertime policy Effective 9/22/54 . 
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3. The planned overtime payment eaqh week will be adjusted so that the· 
total pay for the week, exclusive of night shift premium, does not e:x:cee.d $210. 

4.., Plaimed overtime p<zy111ents may be worked out for employees regularly :. 
assigned ·to exceptio:nally heavy work schedules during the. normal ~day week, . 
Monday through Friday.. These payments will be on the same basis as for · 
Saturday or Sunday• 

5. Travel time on Saturday- or Sunday will be considered for purposes. of 
planned overtime to .the extent that it falls within the period of the 
employeei s regularly scheduled hours· on other days of the week. 

F.· Premium Shii't 

1. Premium shift is defi.Iied as any regular workday shift which begins: . 
outside the .houra of 7:00 a~m. to 9:00 ~.m. 

2. Any employee assigned to a premium ·shift ~ be paid a premium of. 
10% of his' straight tiloo and overtime earnings for all work performed while 
assigned:, to such shift. · 

3. When an employee works overtime b~fore or aitei' his re~l:y . . 
scheduled shift, it will be considered as. part of that shift fo'r the purposes 
of calculating shift prenliUll1. 

4. Whenever, :for aey reason, an employee• s shift assignment is changed 
during his workweek, his. shift premium for that workweek will. b.e computed on 
a dailY basis. · · 

G. Vacations 

1. Hourly employees on the payroll at the beginning of the vacation 
period,· who have or will have on July I of the current year, the following 
record of continuous service' will be paid vacation __ pay at their current 
hourly b.ase rate as ·indicated: 

Less than 26 weeks .••.•••• • -o 0 hoUI'a 
26 weeks but less· than 1 year. • 0 20: hours; plus 1/26 of 20 hours for 

each week beyond 26 weeks 
1 year but less than 2 years 12 

· weeks:. • o •. • • •. • •-• 

2 years 12 weeks but less· than 
3 years • • o • •. • • • •. • 

• 40 hours: 

~ 40 hours plus.· 1 hriur for each. week· 
beyond 2 years: 12- weeks;· 

3 years but less than 14 yeara. 12 · 
weeks • • • • • • • • • • • • 

14 years 12 weeks bUt less thaD. 
15 years • .. o .. ... -. .. • .. • 

80 houra 

80 hours plus 1 hour for each week 
. beyond 14 years: 12 weeks · 

15 years and more o • • 0 • 0 • 0 • 120 hours; 

Revision of P1alliied Overtiliie policy. Effective 9/22/54 
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Salary employe~s on 1.he payroi.l at the beginning of the vaca·uon .per1.od, 
who have or will have on July l of the. current year the fo.lloWi ng· records 
of continilOUS service, will be paid vacation pay. at. their CUrrent salary 
base rate for a 40'-h6ur week as indicated~ · 

Less than 26 weeks •••••• oo 0 hours 
. 26 weeks but less than 1 year •• 40 hours plus .. l/26 of 40 hours 

. . for each week beyond 26 weeks 
1 year but less than 14 years 12. 

weeks • • e. • • • • • • . • • • 80 holirs . 
14 years 12 weeks but less than 

1.5 years • ~ • • • • · • • • • 80 hours plus .1 hour ·for. each .: 
;.. week beyond 14 years 12 weeks 

iS years •• c • • • · •• o •••• 120 hours · 

Shif.t premium shall be· addP-d to such straight time wages for employees· who, 
if. they had worked during. their vacation ~riod, would have been assigned 
to a premium shift. 

3. Employees who leave tlw Company at any time will be paid 1.he accrued .. 
vacation pay to m ich their con,tinous servi.ce a.s of the time of leaving 
would entitle them under the applicable schedUle. 

4. In the event the majo:i"i ty of the employees have actually lorked on a . 
schedUle averaging· 48 hours a week for the first 6 months of the year,· 
vacation payments provided above will be on a 4t:l hour week. straieh:t time 
pay basis so that each amount· specified above will be increased by 20;t;o 

H.- Overtime Pay .· 

1. 'l'ime and a hall will be paid to hourly and non-exempt salary 
employees for al~ hours worked in excess of eight.hours iri any 24~hour 
period after the employee actually starts work. 

2. The 24-hour period on consecutive days starts on the same hour 
as that which the employee reports for work on .the first day of :the vre~kll 
except that if for any reason an empioyee reports for wprk at a later 
hour some later day in. the wee·k, the 24··1-.our periOd on the foLlowing days 
of that workweek wil.l begin .at such later hour .. 

3 •. '!'iJTie and a half will be paid to. hourly and non-exf:!mpt sa1ary 
employees for all hours worked: 

a. · In excess· of 40 in any one workweek. 
b. During the Saturday workdayo 

4o Double time will be paid to hourly aJ. d non-exempt salary 
employees far all hou-!.'3 workedt 

ao During the ilunday workday • 
. bo During the workday· a'1d nn holidays listed in 0. 

A-lO _.,_ 366 - RA #lb 
1293 = RA # 4 
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but er1p:oyee --
•-. 

- . ~~ -. :~ .· ~ -:~-;~::~· ., . 

-:~.~!<6;::·:·,:_:-l::~~~s~ __ . .,~:<>' a.··-~~~ :~ko;:~~~;~~~i~tl~i~Ul~e s!:!~~~i--!~m;J:aJ~r~~ pay for 

.·. ·~_:_i_~-~. __ J._q_~_-.!_~;1~-~-~~~-i.·;·r~ ;{",: o. =~~6~~rs ~:~it~%· ~~;g~~::w;:~! ~6~ ·\ay foy ·"' l work 

" c::~;.);(;.,~,, . ,~,, ·· ~;:rJ:~Mt!~~~£f}~~f';fil's ~~--l>; nd .sc hed~:::d day 

... ·-:-,.>J>Vertime·for·"\'Ork·d1-!ring paid··t-9 _ 

... '"emp;J})y"~~s. onh~Q·.-· . ~0).~. op in 8~:; _; _ _,_,~;/::;"--.'k~:. 
;:{. \ .· _· •:';_~.i~_;:.:'-~--~~---·o;,~~-,·v~_k~e~~-'-~r·---~~:;~f._:_··-~-~-~.-~_-e·;;:;w·~-~-;_11._.:~r:~---_·_ · ... · , .. ,".~_:::;y_:~-~ no. t .. , ~; .:_~_,·. -~:·::: · .·._ ~~i ... : 

;,~f~!~~i~-~~~ · , -'~i~1Y,)Jw.-~hJig.~.e~t '_§.~n~t; .ra /J;;;~_, --~?PJ~j €3$_< <· ·-~.-- .:\. 

. ;,;!~ :!.~j!'~~~j ~~~:i sa:J~~$ ~;;,~ ReiirO.;,nt Pl~n •· · • '; , 
1 

. . .. · ·' " · · 

"~ ,:~·--"··\~·:,; 1. The empl<;>yee ·c~ntributiori _,t-~ the::sa~ings and Retirement- flan is 
3% of payr~ll earnings. 

2o The company ·contributions to :e plM ar~ reirubureable <¥'fellows~ 
a. A prorata share of the actual normal contribution which is 

. required to cover the c urrentiy accruing cost cf ·benefits 
- to be provided from ~ontribut.:i .. cn cf the Company ctn€r than 

profit distributior.s.-

bo A prorata share of the profit contribution up to but not tO 
exceed five percent (5%) of direct labcr cos to 

The details of the plan are contained in a bookJ.et- W!'li~ h "is or~ fl..:.(' . .ln 
the Or~anization and Personnel Divi_sion~ 

J. Separa~ion Pay 

.1. Any hourly employee vd. th six- or. more months of cor.tin:1ous servit:e 
who. fs laid off or discharged withon.t prejudice by tne C.::r::pany may be g~ven 
_one Week 1·S notice Or one Week 1 S. separation pay at st::--aig.h': ti !!lf. f:,:=- hiS 
!-~gular 1.y · sched-i.L..ed work week but- n_ot tc. exceed 40 holl!"s~ 

. · · 2 • . Ai1y. s;:u.ary employee with six ·'or ''l'iore· months contin.:.:>us serv::.•.::-: 
. '._.Wh9 i,s Jaid _o.f.f or discharged withou\. prf:)judi-::;e by· the Company w.:..-.:..:.. 

be given tv/:O weeks I S:eparat,ion pay at hl~ ~aS.iC 40 hour WeeK rateo 

Ko Travel Ti,m~ (Hourly and Non-EJcenipt':' Sala.ry Finp2.oy~~s) 
- ·-. 

--~-:_.---, .. ·-: ' .. :;:·'· 1 ... Time spent by. an employee" qtJ.r:~r.g'·T~.;gtil'a:r vior1qr;g f!m;:--s ir: t-~-we~ir.g-
•-~~o:- ·- :'•: .. ~ :;,_: 1,a,t. -the ,Co~pi11:\y 1 z instruc.tions sho.aid.:·be -t.rea;t~'d a~ h·-:Jii:::-.:; wn:-~ed. If •Jh~ 

.. ;.:;,,<~·~;Comp-any reqi:.ests an empl.oyee tO do a joe durlrig reE>·-::.c..r wo-r!cng r,_-~--'.1!"'3 
... ··' .. :~/ .. tliJ:lich: reqt.y._r.es the emp~_oyee to lea~e ··th-e: p~aq~ of budness~ t~e ;..~·ave.c :;_:·:g 

-.. ,., .: •. ~:o( tha'-empl.oye'e should be in¢_ludea .ir/hoilrs -worked whe:U:er ~- l 

-~~rt..i.c~:ar 'job- is wi tt:ir. the _e.mpJ:~Y:e~-x~;f~gu:Iar du"~ie~., ·-

S±f:~::7"~~=-=~..;..__:.:....;;;'"...,..;;:';";::'~~~~~~~,;;.~~~---·-,_-,-_,,--~--:--_:_~ .. ~66·~ RA #":6 .. 
:~=-rtM~ 

•;;,. 

.- -':'1:_g: 



- -~-·-. ·.: ... 

. . __ .. b~- -t~:~a~~_c(; . . . 
--:the emp~6ye-eJ ~ ·,:.y. -'l~.;!{:;l} 

_,;;· ·.;· •' 

··.",- ,_·· ·: .:."3'~ :~if.::·a:~•employee is. told ,to rep~!~;.,:tb ~rk at a designated place 
.. ~-~~'-i~~;:bth~r.\than .. his r·egular work location;' "but :Jti thin the· normal connimting area 
.:. ;· -·a·t ci ;3pecified·hour, or told to· go· dir~~tly .:hbl!le. from such a l.ocation 
.<:~·.·.-after ·completing ·m.s day's .work, be:,-Wi_li.~b'~;:.paid for the time actually spent 

· On the job but ·not. for traveling time;> unless the time spent· going. to and· . 

~>!::+=i,-~~I:r.ol!l_~~-':lch Aesigna:ed p~ace ·?f :~9:~k.~~-· ~rt~a~~I1~~ly disproportionate to . 
. . : ,- .. ~};le norm~l travehng .tune requlre_d _ln -r~port1ng for yrork at the usual work 
.. --~,,., . r:oc:aH_on;:< Norn:1ally, additionaJ; ~t~avel.'·:ttme in excess .of one hour wil+. ~e 

.,,-··.-?;~ .. :·: -~ qonsicier~·d unreasonably disproporti on"lith"''•,. :_ .... 

~~~~t ,~i~i~~[~]i~~~Jt1;l~~;;;is~~:tJ~{~~ii;~i~!~~i~~~~~~~~;.~~3!~~al 
·. . ·: ····· .- ·· .~~~~~~ .. ;·:.:·.wor~ihg··,:qo·ur~ .;wiU;' no~. _be treated .·ll·s· :riciurs·\,, "!'or ked; proyid eo that the' 

···~:,.· ,. ... n>> :<employee"·'rs' given adeciuate accommo"d.ati"orn~: for sleep and relaxation,. but the 
· o-: ~··· .. Co.mJ)ani wi11· pay r·or· 1:.he costs of: rii~als) ~J;,Q6~ ana transpcrta:.ion required iri 

···".. . accordailC·e with ;:,ne' travel policy showrU:iti'·t.!·.. If. u1.e emt--.loyee chooses :to· 
use his· owi1 car mst.ead ox'" a,vaJ.labl.e. puulic nr comr:oarw .}:,rc'.rJ.ded t.r.:mspon:.a-
tlor.t., l .. rc"v·e_._ -J!.T:!A ..;.n. Sl.i ~11 ~" ~e~ .,\'-:i._lj_ ;Jut · 'ue c:: ... L s .... e<l 
faJ...;,s within nis regular working hours.e 

J -· 

5. If an employee is requj !"ed w t,;·,.-.·e.:r COJ~ t..L1ously 1r · ii:"!'a :;!ic1n ii 

· fu:u .. work::...~g day dur.l.Gf •vhich t;ime ne is f1•Jt engaged :li', ac"L\.ial work 
.t'or the Compar.y, 1 he time spent "traveling during the reg:;.lar working hours 
should be COllSH1ered hours worked. 'i'ne .t.irtle OUtside of .::·egular- WOrKing 
hours need not o:-dinarily be con~idered hours worked except t,uat ii' !;he 
emplc"ee .; s '"'eo,.; ..... ed 4-" +rav.:. .. ~;,... c;-a.+··~d~'-'.'' · ,~,.. f.<>v". ·arv:: :-:·::'~.::.da-J·s, _ .J· _ . ... .... _ ..... _... .. "' ...... - v_- ....... ~ \·~-"' ....... .......... .L __ ctJ_v, ....,;...~..:-,...., ...... v .::l 

he sho·.~ld be considered as wori<ing on t.nese days for the num~er c:..~ 

traveling hours bet.ween r.is. esta'c.tished starting and stGP}-ini t.::..EJe or. 
other_days of "tne week. 

6. Ir't ar.y case Wi"Jtm an em!Jl.oyee travel.ing .for t.he · Cvrr1p'any .... ._, 
required to do any work at a.Ll, such as guarding materials, dr1·:i.ng 2 
ccr or "truck or act.ing as a helper or re.Llef man. cti a 't.n ... ck~ sucn 

.. hours must be treated as· hours worked. 

L. Tlme Off for:.. Marriage 

1. vVhen an hourly enployee elects tv be married at. r:. time ot.her than 
·his scheduled vacation he 'h-ill, upon request, be granted· a week 1 .s time off 
without pay.-· If itis !lecessary ·t.o allow adrlitional time for- t!'avcl.:.. such 
additional time will be without pay. 

· _2. When a non-exempt salary employee elects tote ma:-.:·"'..ed at a ~ime 
o~her than his sch~auled vacatlon!he ·will,·upon request, be granted, a 
·w~ek's tinie off with 40 hours·pay~ If :acidi"tionai t:lme is allowed f:rr 
;::tr·avel "Such additio.nal time will be witho:1t pay;, 

. :, . -... 
.. . . 3. Wheri an exempt key or ·te~hnic~. sal.<iry =emplcyee el8cta 
->~·:··~=-··ina~·ried ~~ a: time other ~uan L::.s iched~ed vac'ation. <md 

;;~<'." .. bf.f; he will .be: ailvwed up tv 2 weeks '::;1 £11 :pay~· 
A~iz ·~~ ~~iit~A : - . ·. · 

~..,...:....,;......--------·-~·· 
11 A't · Err cctive'-9ld(: 1.~:·? < 

. -·• ' - •-- r·· ·~··; -·' - ~-:::· ~ -~~ ·--~--=~''-"?:~(iJifF~.:~ 

.~::·~<wr~!:f!~r~~j~ ... , ,_,,,,: -7":'-.·· 

"-M! ~::. 
•ii, /!:..... 
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. !Irin~diately. b_¢f ore or· 
·such.extra",Hnie off as lim:Lted. 

vacation. 
·:-.-. 

. . .- ~~ -; 

. .• : ·· .. <;. _: ·~ . ____ 1. ~-~.;~hef!:,e_yer emp.loyees _are calJ)~d -f9r -_.jury- duty-. and must therefore be 

.'i ; .:;::·t~':"':"'._--1. :abs'ent::-tr·om ·work, they wilL be- gtveni:·time··off for the duration of their •. 
:;_ ·,_ \.:;F·_· -_·:;,:.:,:_;~-- :·.~:el-yi~~t.: ·-;~-~~::_:-jurors·-~ · · .~ployees~ :V?;~~'':~~~f:;a~~' -~~ · £~llows during this time~ 

.,,, _::-,;;,:<.-'-- .. ·--·. :>.· .. ·,.-:a~ -'EXerr!pt employees:.··66ritd;titie,-~t full pay.; These employees 

;~;'l~f~,~;,~~~11.ii~~~iS~~~~JlJi~:~~~~~~~i~~:;:~n 
-~ ;-_i·d-~~;:_.-_:'_;:_)_;._-_-~_~,~-~.~-·~.·:~--~,t_·_-_ .. _'··_· ... )::~.: . ·<?u.:_-f.or'ty:·J:io.u.I:s···or, ·thtiii-;:·.f·$~'Ia~if ·s~liedul.~d hours·, which-

·:-.:,_·.·, 

-. . . ·; :;··ever is· 'less~ ." .. -·~ ·-··~·:::::<-~·:." . 
N~- Rest' Periods 

1. It has long been the practice of the Company to provide sufficient 
utility oper.ator~ ~0 reli~Ve hourly employees on. machine Oper9:tfons as .·. 
necessary. Pro~s1on has also been made for rel1ef of employe~s on non­
machine operations • 

. 2. In addition to the above, a ten minute rest period will ~e pr_ovided 
for factory employees 'at approximately the middle of each of the '!:.wo w~rk 
periods in any work day of eight or JDQre hours. ·In shorter work days., a ten 
minute rest ·period will be' provided at approximately the middle of any work 
period of fou.r but less-than six hours;, and a·fifteen minute rest period 

"will be provided. at approximately the middle of any work period of sjx but 
less than eight hours. · 

3. Becuase the work of supervisory, office and engineering employees 
does not permit the scheduling of a specific rest period, other provisions- . --­

. must be macie for such employees. 

-0. PaiO. Holidays 

1. New Year's Day, Good Friday, Decoration Day,.!:ndepend~nce Pays-· 
Labor· Day; Columbus Day (Salary employees only), Elec t::.on Day, 'l'hanksgi ving ~ 
and- Chri~tmas. 

2 •. Wheh a holiday falls on Sunday, it will·be obse1~ed the following 
Monday. When a holiday falls on Saturday, it will be observed e'iti!en 
·(-a) on the Friday preceeding the holiday; (b) _by payir:g six days pay for. 
5 days work.- ·That is, paying for Monday:.through Frjday as days wor}~ed 

--plus Saturday as a day of holiday pay; or: '(c) by declaring :nother and 
· presumably more convenient date as the holiday. 

A-13 . --·. -
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·- :P~· Pay for Workmen's ·Compensation Waiting· Period 

lo · . Wh€m an enployee received comperisat:i,on for disability under a state 
Workmen·' s ·compensation law, such as the New York State Law, which does not 
cover the one week Is waiting period, the Company will pay him for that . . 
week's waiting period at. the Workmen's Compensation rate, less tax dedueticns.o 
The Company will make no payments under this '"policy when the time lost is seven 
c;alendar ·days or lesso 

• 2. In some states Workmen 1 s L.ompensation is paid from the first day of 
. .in.jui7r if abs.ence as a result of that injliry extends beyond a specified· 
·.period of tinie (five we-··ks in New York) •. In such states the Company will 

make no payment for the first week of absence where abserlce extends beyond. 
these periods of time and Workmen's Compensation is·paid from the.first day 

.·. of .. injury. · · · 

'"'5~t%~;'~Met''Polici · · ·. 
.··· . 

.. :-Tr~v~l on offici-al business in thE? .interest· of. this c6ntJ:"act will be reim­
• ,biirsed as ·follows: 

Actual transportation expense, .plus· pullman in the event lavel is· 
by rail. Transportation expense via private automobile at the rate 
of 7¢ per mile; plus ferry, bridge, tunnel or toil road charges and 
parking fees. Actual ·expense for lodging and an illowance of six. 
dollars per day to cover other subsistence expenses during .period 

.of travel. Other allowable. expenses include official telegrams, 
and tele;~hone calls;· streetcar and bus fares·;' taxi' fares wl).en public 

·transportation is not practical; checking and handling of baggage. 

R. Attendance at Meetings 

When it :ls in the interest of the contract for an employee to attend profes--. 
sional meetings, he will be reimbursed in accordance with the Travel Pc:>~;_!::Y.._ as s hOlm .in . Q. 

s. Standards for Administration 

· .. ~·: 
.. 

1. In.Excess of Maximum Rate 

No pers~n 1 s rate will be S-ri creased to a ·level above the upper 
·limit of· the classificatitm ·-ro· which he is ass:lgned. · 

2. Below .the Minimum Rate 

. -:.~ -·: 

Wages or salaries below the nun~mum rate approved· for a classifica­
tion may be paid during probationary or: training periods. That 
portion of an increase necessary to bring the wage or salary to the 
minim~ of the range will_ not be subj~ct to the fifteen per cent 

•.•. _! limitation on merit increaseso · · · 



T. Military; Leave Pa~ent 
... 

The Company will pay to each employee with si,x: or more months· of 
continuo"Q.s service, who is granted to~. Term Military Leave,· one 
.month • s pay at his current base· rate, but not exceeding 173 hours 
of pay unless he enlists during a period of an approved occupational 
deferment. This payment wilT be made. after the employee has 
reported to his first military station and upon receipt from hi.l1'l of 
notification of his service address, rank, and serial number. · 

. u. Insurance 

The Company will pay for ·each employee granted .tong Term Military 
_Leave,. the· prem:i:um for his group 'life in'Slltance in effect at the. 
time of his Mi.li tary Leave for a period . of 120 days. 

V o .$ick Leave 

The Contractor may at his discretion grant leaVes with;~. to 
employees who are incapacitated because of accident or ·, ~ss. 
Airy such leave in excess of fifteen working days in any alendar 
year is subject to approval of the Atomic Energy Conmtission. 

W o Miscellaneous Leave with Pay 

In addition to other leaves with pay, the Contractor may grant paid 
leaves to employees for reasoris 'such as· death in the immediate . 
family and illl:less in the · innnediate . fam±ly, or other reasons. personal 
in nature. If any such leave with pay exceeds five days during any 
·calendar year, the Contractor must secure .Atomic Energy' Commission 
approval in oroer to be entitled to reimbursement. · 

*X•- Supper Money 

Wh.en employees working .standard shifts are required by the Contractor 
to work through -their normiu supper hour, the Contractor will provide 
for a supper period of not less than one half an hour, without pay, 
and will re:i.Inburse employees for the additional-eXpense resulting 
from having to purchase SUpper up to but ·not l.ri excess of $1 • .50. 

Yo Payment of Dnployment A-gency Fee 

When, in the contractori s opMon, paymep:t of employment agency 
fees is necessary to secure properlY qualified: personnel, such 
payinent will be reimbursed under the contract, provided that the 

.. agency fee does not· exc:eed 5%· of the. offerred' annual salary. 



_,· .- - -·, \. 

Ze Printed Material 

The cost ::>f printed material which is d1stri'Quted to employees 
for training, information and indoctrip.ation will be reimbursed._ 
The type of material-covered includes "Welcome to Sylvania:",_ the 
"Beam" arrl n Annual Financial Report" o 

.A.-a., Enlployee Association 

The contractor's contribution to the Syl~ania ~nployee Association 
vdll be reimbUrsed at· the rate .of $o06 per employee per weelc up_ to 
January 1, 1955, at vlhich time the contribution wili inc;rease to . · · 
$.09. The -Association· sponsors social and recreational activities -· 
such as softball, Christinas par~ies, etc~ · 

A-16 
Additions to Appendi:,c ,; t" l293 .. RA 7/12 

366·- RA #24 



, I 
'1 
' . ! 

B 



This document t.;...,,L...o.J..Sts of 
Noa 7/ of 12--- copies., 

_pages .. 
Series. ~ .. 

CONTRACT No., AT(30=l)Pl293o ' 

AMENDMENT. No o 5 

CONTR!CTOR AND .ADDRESS 8 . . 
. . . 

SYLVANIA. ELECTRIC PRODUCTS» INC o ~ 
1740 B:roadway9 
New York_i, NewYork .. 

. . . 

AMENDMENT FOR & EXTENSION OF TERM TO JUNE 30.1) 1954., 

Ln1IT OF GOVERNMENT .LIABILITI& 

/ 



THIS AMENlliENT.ll entered into as of the lBt day of July 9 1953 jl by 
and between THE UJfiTED ST.A'IES OF AMERICA. (hereinafter referred to· as the 
"Government")» as represented.·by the UlUTED STATEs ~TOMIC :ENERGY CO~ISSIOlf 
(hereinafter referred to as the ,ncoiDmission") » and SYLVANU E;IECTRIC PRODUCTS~ · 
INC o · (hereinafter referred to as ·the 11 dontracto.r11 ) ~ · · · · . • ·. ·' · · • 

WITNESSETH THATs 

WIIER.EAS» the GoVernment and 'the Contractor,1,. as of the loth day of 
Decemberjl 1951-P enter:'Sd. into Contract .Xo o·.',tT (30=1) =1293' for the performance 
bY the Contractor of certrln research and development work; and . . . 

'WJiEREAS.P. the parties desire to amend said Contract.? as -heretofore 
. amended» as hereinafter provided; . and 

'WHEREAS» this Amendment is authorized by law.9 in~luding the Atomic 
Energy Act of 1946.9 as amended; 

NOW» 'I'Hrn,EFORE». Contract Ho.o AT(JO~l) =1293» as h~retofole amended9 

is hereby amended further in the following respects: i 
lo In paragraph 1 of Article. I~ the concluding sentence (beginning 

with the clause "Between .July 1» 1953 and December 31.!! 1953") is deletedo 
The text .of said paragrapl:l 1 is hereby: designated as subdivision a of para= 
graph 1 of Article Io The following new subdivision b ·is added to paragraph 1 
of Article n 

"b~ Between JUly 1 9 1953, and June JOS> .1954 the Cotrtr~ctor 
shall conduct studies» experimental investigations and other research 
and development -work for the Government 9 the scope. of which is. set 
forth in .the classified document' .captioned •0Amendment Noo 1 to 
Appendix "B11 t3 a co-py of said .Aniendment ·Noo l to Appendix OB 9 signed .. · 
by the Contractor is on file in the,offices of the Con!mission and 
said.A.mendment is incorporated herein by reference and made a ~rt. 
hereof o It · · · · · 

2. . The following is added at the end of the pr~serit. text of pa,ra"~. 
graph 4 of Article' II g 

11Notwit.hstanding any other provision of this Contract9 the Commission 
may» to the extent and upon such te~s and conditions as it con= 
siders ·advisable and provides for ~n said writing9 permit the. C. on= 
tracto~ by written authorizations, to engage. at any such principal site 
in activities other than. those incident to the work provided for 
above in this Contracto" 

3o In paragraph 1 of Article III j "December. )lp 195311 is changed 
to "June 30 v 1954". · 



_, 

-··- 4o, Subdivision a of parag~ph 1 of Article IV is changed to read 
as followss 

it~o A! fixed fee of One Hundred Twenty Thousand Dollars 
($1209 000.,00) with respect to all of the ;1ork and services provided. 
for in. subdivision a of paragraph 1 of ,Article r; and a fixed ·rae 
of Fifty~Two Thousarid one Hundred ·Fi!ty Dollars ($.52$1l50o00) wj..th 
respect to all of the work and services provided for in subdivision 
b of paragraph 1 of Article Io~ · 

5o· In Subdivision a of garagrci:ph 5 of Article IV~· "of the fixed 
fee 11 ·is- changed· to "of each· of the fixed fees~. 

6o ~ubdivision b of paragraph 6 of Article :IV is changed to .read 
as follows g . \ •. 

' ... 

"bo (l) The Comniission has obligated for this Contract» 
. from obligational aUthority available to itv the .sum of Three 
Million Two Hundred SSventy=Two Thou:Sand Dollars ($3ll272 9 000o00) 
with respect to the work provided for in subdivision a of pafagraph 1 
of Article I 9 and the sum of One Million Doll.q.r~ ,,($-ls;:ooo»oocff,oOO) with. 
respect to work provided for in subdivision b . .'of paragrapn'l of .·· 
.A.rticie Io. Each of said amounts may be increased by the Comm:is sian 
in its discretion, by written notice 9 from time to timeo · 

(2) From time to time the Commission may notify the 
Contractor in writing (whi-ch writing may or may not be captioned 
' 8Financial.P·1ans''). of certain dolla;r ceilings to be applicable to 
all or various specified segments of the Contra~tor's activities 
under this Contracto Downward adjustments of dollar ceilings 
previously authorized under this subdivision (2) shall be promptly 
implemented.·by the Conttacto:r» provided,~ however» that neither. this 
provision nor subdivision (4)' below sh.all preclude the Contractor 

· from being· compensated f·or work performed and related to Contractor 
costs ·and e~nses incurred and commitments made» i.n good faith» 
in accordance with the previous notifications under this sub= 
divisiOn. (2) and prior to its receipt arrl subsequent notification 

·effecting the downward adjustments o · · 

(3) The Contractor shall promptly notify the Com= 
mission ~writing whenever .it believes that any thep. mollf3tary 
ceiling applicable pursuant to (1) or (2) above is wufficient.!> 
and its notice shall contain its reasons for its l:>elief and its. 
estimate of such insufficiency .. 

(4) If and when the to1;.al of amounts pa4 d and then 
payable under this Co~tract to the Contractor excluding any fixed 
fee or fees, but Uicl11ding the C.ontractor 9 s reasonable estimate of 
the total reimbursable costs involved in closing out and settling 



. \' . 

----·-~ 

'""-·•, ··-·~:.-. 

,· .i 

"· 

(all. of :Lts pert.itle-nt outstanding commitments)·. shall equg.l any then 
c;Iollar limitation applicable to subdivision' (2) above» -the Contractor 
shall:- promptly notify the Coll)IIlission accordingly. ~n writing arid shall 
not-..iilc'ur any f'urther expeilses· Iior perform further .in co~ection. with 
the item or. iteins covered by 'the ceilings unless it_,receives a further 
written notice under said subdiVision lf)which incredses said ceiling~o . . . . . . jt) . . . 

(S) · If and when the total of amounts paid and then 
payable unier this· Contract to the Contractor (including the portion 
of the perti~ent· fee or fees reasonably estimB.ted by the Contractor to 
have been earned to that time9 and including the Contractor.0s reasonable 
estimate of too total a:P,.owable costs involved in. closing out: and · 

· settling··all of .its pertinent out~tanding commitments) shall equal.any 
then doilar ._lijnita.tion applicable' pursl;W-nt to· subdivision (1) above» 
the Contractor shall.promptly, notify the Commission accordingly-in 
wriiting ail.d shall not'.incur any further expenses! no~ perform f~~er 
.in connection with the work covered by the ceiliil.g unless it· receives 
the further notice under said subdivision (1) above which increases• · 
said ceiling o 

· . (6) Suoject to the provision in ~ubdivis.ion l2) above9 

the total liability of the Goverrnnent urlder this Contract slf~ll accord 
with the . pertinent monetary ceilings as. established from t:ime to time 
pursuant to subdiVision (2) above.,. 

· (7) Notwithstanding any other provisio.nS of this Con= 
.tract.9- the total liability .of th~ %vernment under this Contract shall 
be l.iinited to the ·pertinent. obligations applicable .pursu.ant t•:- iu.b= 
division (l) aboveo~ · · · 

7 ~ !n· the third sentence of paragraph 2 of Article XIII9 the 
concluding cla:use is deleted& "by the .act of April 5» 19529 ·Public Law 298» 
82.nd Congres.s ~ 66 Stat o ·43., 19 

· IN WJTMESS WEREOF 9 the parties have executed. this Amendment as of 
· the day and year first above written.. · 

THE UXITED STATES OF AMERICA 
. Witnesses to execution 

by the Contractors 

·~~ 
lld:/4 ,g:?tfY>J;; •• z;; J!lf. 

ilys UJIITED STATES !'l'OM:g:Y COMMl:SSIO! 

; . . 1\IAL -- -~ 
H. D. FRY .· 
MAN'AGER · · 
N.E.W YORK OPERATIONS OFf'IC:i!!' 

'~~cdrW _Q c 1<obuu4> . 
. I 

-1qq.,1 ~ am.J., w~~·~. By& 

Titles General Manager, · c Energy Divisi 
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f • ; ... 

that said .-menciiQ.ent was duly .~gned for and o. behal;f of· said corporation: 

by authority .of its governing. body and is withm the scope of· its· corp0r~te 

powerso 

· IN WITNESS WIEREOF.» I have herefultO affixed my hand and .. the· seal 

-of said corporationo 

.- I.-. . 
. . . ~ 

71~~~~ 
(Corporate Seal) 

= 4 = 



4 
.. ~ 



-. 

. ·i 



i 
! 

• .._".,:_.;: ··~ • • • 0 • • • • • • • • • ...... 

~[?"I~·~·--~-:··~----~--·~----· -·--:-p,, ·--~-~ 

f'. ;.·~""- ., 
'ill n i . ; ,; ~::· ,~:r-~~~:~: ~::. ~··· 
[ / -:::-··,:r:r. . :_: .. -. 

r- ·.;---··;_ .. 
·~· · · · · ; : ,~·· ··· .. '·-; . OONTRACT .NO. ·AT(·J0:-1)-1293 

I 
{ 

t 
)' 

!'­
l' 
i: 
r ,_ 

l! 
! 

.! 

~· .· ..... 

~- . ::·.~~J . . )·/~It.-:_,.. . :·:;.~ ~:· .. ;; '.':' ·.::. -~~:· .f~ .. 

:t. 

::~ 

. c_ CONTRACTOR"P.ml •ADD~S r; ~,.;:::~ .-:: · .;~.·--·,.': ·VANiil.' CT . c: PROIDCTS, INC~.· \1· 

. ::~;£t~'~l~;,~:~~dl1:f::: 39, ,.,1 
4. LIMIT or.oowa~~i:_rii:Aiirui'H::-;·~: -~-•J,25J~Ii-97•0o. .. .. ::·~- -·· 

. .-:-_ ;r ~:~···. J:' r/· _:~~~~::.: ... ~~- ~~~- . . ~ . t' ; · .... •• _: • ·: • 

PAlMENT TO· BE 'HADE; Dr~ ~-~. -~!. ·;_;;: :?;:· ;~-Di;~isi?n of Disbur.B<Si'l9nt, 
. -_ .. _ -·.- · .. .-,-.,~-'~><·:'·:~· ·;.":United· States TJ:eailury Department, 

. :·/ :·;;_ s.~w;4~:.~~.<,:\: t.~!~~~t~v:~~!0.::. ·.. ·;.:· .. ;-;; 
0 ~ 0 t I~· 1:, • •'-'t'"/'!' ~ ~... , • .I • , o, •;:".;_ u:' .-._ • .. ~-- -. .-· •<· ):-;, -i!.~·- ~.~ ;;.!.United ·st:i:tea Atadc Energy Commission#:: 

,,. '"· ... : :,.~:<·.· : . .-._;_~ii>t~:~f::/:\~t_~;~Oy0~~2~~'~:~~:~- Station, ~;:: .. 

BASIS OF AWlliDt ;~·< :.:·: ·· < ·.:·: >P:c" :,~:~~IATION · ·. 1~. _::. 
. - - .,. -:. . -;·.;. - -_t.- ._·.-

·;:.-. ··. . •.. \: .·.:-'!':; .~~~~ j:-.~: ~-
-~ ~-

:;/': .. - ::P.rlo~ity .. Rntlng 1:·_:,. 
. : ... 

··> ::'·:·,:~ ..... . . . ~.-. ~ ··~: 

. li:_~. ~ {;;--~·"·~·· "'"'f';"'' 
. -~;_rf'P-·.-· .. ' i. 

,··· 



l.. • 

··~·· 

··-·· 

I ,:: 

I _·.SCOPE: OF THE WORK ! ·' • . ! . 
II .:. . SITE; OF "THE .\«)RI{. .•· 

. ·n"i ~.:.T'ERH, EIPimTioli m TmlniATION 
. IV. -.·.CONSIDERATION . . . . . 

V -·: GOVERNMENT' PROPERTY.. : 
VI . ..; OPTION OF THE' OOVEruMENT 

VII .:. .. PATEtfrS . . .. . . . . .· ... 
VII.I -: RECORDS;AN!J AC~UNTS .-. . . .. 

IX·- PROC~IHENT. AND·SIJllCONTRACTS · :--. 
X - · CONDUCT·' .. ot=~TnE. 'r.URK, .'INSPECTION AND' REPORTS: 

XI --CONSTRUCTI-ON{ ALTERATION. OR REPUR WORK · 
XII - -EIOH'r-HOUR:LAW . 

XIII -·DISCLOSURE·OF INFORMATION 
XIV -. DISPIITES ·· . · 
rv - SECURITY"-ACTION 

XVI - SCIENTIFIC AND TECHNICAL D,I.TA 
XVII -. SOURCE AND -FISSIONABLE HATEmAL 

. XVIII - -GUARD AND FIRE FIGHTING FORCES 
XIX - BONDS AND INSURANCE . 

XX - STATE AND LoCAL,m.n:s AND FEES 
XXI - NON-DISCRIMINATION :IN ·»>Pi.DYMENT 

XXII - TECHNICAL Aim'_ PROFESsiONAL ASSISTANCE 
XXIII - ASSIGN-lENT . __ ,,·_,; : .. : • ' 

XXIV - LABOR DI SP.troES . 
XXV - COVENANT AGAINST CONTINGENT FEES 

XXVI - CONVICT --LABOR 
XXVII --WALSH-HEALEY ACT 

XXVIII - DrnESTIC ARTIClES 
XXIX - OFFICIALS NOT TO BENEFIT 

XXX - RENEGOTIATION 
XXXI-- SAFETY AND--ACCIDENT PREVENTION 

XXlli - C<l!PLIANCE -'WITH LAWS 
XXXIII - APPENDIX '~' . 

XXXIV - ElAMlNATION OF RE¢0RDS 
XXXV - CL~ AND LITIO!TIONS 

XXXVI - LETTER CONTRACT NO. AT(30-1)-1293 
XXXVII - CONTRACT APPROVAL 

XXXVIII - DEFINITIONS 
SIONATURES OF THE PARTIES 
APPROVAL BY DIRECTOR, DIVISION OF PRCDUCTION 

Appendix -•A • 
Appendix 'B! 

PAGE 

. .2 
-. r2 . 

3 
7 

15 
19 
19 
21 
22 
23 
25 
26 
27 
28 
28 
28 
28 
29" 
29 
29 
29· 
30 
30 
30 
30 
30 
31 
31 
32 
32 
32 
32 
32 
33 
33 
34 
34 
34 
3S 
.36 

A-1 
B-1 

.. 
. . .. ,. 'J 

-........:...... -.· -- .. : ... ··..-.:- -::_~_..J;· ~ 
-~-~~f40)0 •• ll'f-
rJA.~ ;rr 



niTS (X)lfllU.CT, ~tered into &8 ef 'the lOth day of December, J.951, 
by- and betveen the 'IJNI'IED SUTES -OF AMERICA (herein:U'ter re!arreB to u the 
n Govel'Ill!lent"), acting through tha UNITED STATES A'KHIC ENFliOI COMMISSION 
(hareina.rter re!ez:rad to as· the 11 Colllllission•), and snvANU ELRC'IRIC 
PR<mUC'IS, INC. ·(hereinafter referred to as the 11Cgntractor"), a corporation 
orgailized and exi.llting nnder the.lavs of the C0111111onvealth of Massachusetts,­
vith its prlncipal place of business in New Yorlc City, New YOrk; 

1f!TNESSETH '!HAT: 

_\IHE1jp51 by Lettar Contract No. AT(.30.1},.;129.3, dated December 10, 
1951., the GOnrnment and' the Contractor. agre'ed1 IIDlong ·_ot.har thillga, that 
the Contractor would 'perfom ·for the. GOveinmuilit this research and dcvcl~­
rnsnt wr~ provided for. in said Letter Contract; and . . . . . . . : . . . 

WHEREAs, the OoVe~ent and the_ Contractor, as contemplated by 
said Letter Contract, nave negotiated-and arrived.at this definitive 
agree~~~&nt _-which merges with and supersedas_-aaid Lette:r; CoritractJ and 

liHEHEASj- thil!l contract· ill _!!!.thorized_ by lAw:, inclndl ng the A W•ic 
Enera Act o{ 19~6: _ . -
- ! \ . 

NOW, THEREFORE, the parties hereto agree u follovss 

ARriCLE I - SCOPE OF THE WHK 

1. The Contractor shall conduct_ studies; experimental investi­
gatioms and other ruearcll and development work for tJ.te Government, tha 
details of which research and· mvelopment work are eet forth in the classi­
fied Appendix 'B' to thie contract. A. copy of said Appe,ndix 'B' signed -by· 
the Contractor is· on file in the offices of the Commission and said Appen­
dix 'B' io _incbrporated herein by reference and rnade a part hereof. 

2. The Contractor shall f\tmish all rna.terials, equipment, 
facilities and premises, and all other properties and services requisite to 
the proper performance- of the work under this contract, except to th11 ex­
tent that the Government may elect to furnish such properties or service•• 

ARTIClE II - SITE OF THE 'I;IORK 

1. Principal_Site 

The principal site of the vork of this contract shall be the 
land and .plant of the Contractor on Canti&:gue Road in Hicksville, Long 
Is).and, including, but only frorn January- 1, l9S.3 on, tho one-story fl'2111il 
building at this location, leased at the date of commencement of the period 
of performance of the wrk of this contract, to the United States ~part.m~t 

: -· 
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;;,'").' .. •' . ~ . . . . . 

..-..;...~-- ... ; .... \ 

.' 

of Agriculture, unless the Commission approves a substitute site in vriting 
and until the date approved by the Commission for such substitution. 

2. Ail.te~Uon :!it stte , . 

The· ContractOr shall alter the plant .and ot~r facilities at 
any. principal aite of the work, refe.rred to in P;&ci.gl"!'ph 1· abov.e 1 to ,the. : 
extent the Collllisaion considers· imeh .·alterations·- nece'ssa:ITcto -_the. pro.per ... 

~c-mo:,:~~Z&Ziiii .:Jif:~J.ti~,~~G;ffi.~ ', 
transfer ·ownership:.o~ occupancj,·of_.·-!lnY; p1Bilt.-spa9e.,~r;;9t.her..;·racr·~-ties. at' · 
8Jiy.prin.cipa'l.iliie_:~r .. ·tJ1e :w«r.k i~!erttid:_ to..'.~~parag~P,h::l '!lbcin;·_:l!i.:~or,_. · 
said site ox': ~1 :J?otti:~n thEI i:f!Q.:r., · wi tbout -.th•.! approlrai::. o! ;tha·::.'Goll!lllill,~i!in·•: · 

': k., iflli~ib~ii~1 .J~ilti~~~~~[[;).,t ·' ;;.i .. 
engage in act~tfi~~~=.ot'!l~:: ~Ji~;;\l~~iT,i.tieid.~ ··~#~i-ijncie -~! tbit.':wrk."o!~-. · '~ 
this contract ;.ll,t'l-~,: principa1.•;atte of .the··work,l"!!lerred', to··tn· paragl'llph.: 1, · .. _ 

abm, wi:~~l~~~;P:~;r·n ;:? ;p r . 1 ' y. ' 
. : !n(.-'~~ii's~~ gt;:·;•th~·· C~piract~r . to . ~h~: Co~i~ si~n:· 'ror_ approval 

pursuant to eitlu~r o! paragraphs. 3 ·.9r 4 a)loli8 1 ,shall:.llpeci.fY .. the ·extent of· 
such trans.t'er :.or ,non-cc;>ntract_ activities f!Ild shquld· f~er specify the 
Contractor's. proposed J;BdUC<_tion'.in the.allowance for:use and occupancy .sat 
forth in.- paragraph )' .. of· .. Artii:le>.IV, CONSIDERATION, and·· the· Contractor1 11 .. 

estilllate o.t' the reduction. iii other. costs of· this .contract .. to the. Govarment 
that would· res'!llti~ should ;the· C~issi1)n grant the t"i!Gjll,sted apji"ovel •. ·lnr 
reduction in ,thiJ .. :&nowancil for 'lise and occupancy agnil!d upon shall'· be set·: 
forth in an ani~ilC!iPent. to this contract. ' ·, :, . . :' 

. . . ,. i . . . ' . ·~ 

. ~·~ . ~ .. , . . .. - • .... ~. . . 
.PJtt!CLE III - TEIM I :EXPIRATION. AND :TEfMINATION 

, • ' "* '. • ; ... ~... . ·, • ~ • .- •.• •• • .• ._i.:. .. ~· 1 .. -: 

1. The period of: performance o!·th~ ~ork under this· contract 
shall conmence. oii· DeoeJnber.lO, .1921· a~, aubj_ei:t:.to. the .. provisions :_o.t' -thill, 
krticle 1 shall.e"':'·~D Junili 30,.1953. 

2. . Tequinatlon · 

. a· ... -For -Dofault. ·. . • 
.. 

The Government may at any ti~ t~miiiate. perfomance of : 
the "WOrk under thill contract for the: def*.ul t. of tho Contr.actor. 

- 3 -
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.b. For the Convenience of the Government. 

The Government, at its election, may for its convenience, 
(i) from time to time terminate in part performance of work under this 

.• • contract, or (U) at any time terminate in w~ole the pe~formance of the work 
· under this contract. 

c! :Not.lce of _·Terminlitioii.. . , .:'· .; .. ·· t:.~~H-~~~ ·,: _ . . . 
~ ... · ... ::: .Terinination, ll!ld~ this par~griiph~: shall~ll·:effected by.:· 

deliverj to:·:·=the caitractor tif a written:notice ·o:r 'teiiuin:~~lon:; which . 
notice .(if.~.hall' specify a date· upon ~-whicli.said~.te~'~tfori shall: become. 
effective, 'which: date shall be "at least ·sixty ·(60) .day~;:~ter the delivery 
of. said.not.ice·; (~i). in the even~6~ a ·te~at~on:iii::Pilr~i_" shan· specify·.' 

·the portion"'t-or.: p'ortions. of ili.e work .so te:i'miitated -lin~;;:th·e :period· or periods 
during· which; !laiif termination shall be effective:; '•~4HH1Y, shall specify 
whether oaill. t'eniination is :for the defaul.t ... of tlui{Coiitractor,; or. for .. the 
converiience::'ot;'·the "Govenimen~. uPon receipt:.'.of:'.·S~d;[Obiice'.Cir tirmination, 
the Contraq~oi:.:proil)pUy, _exc.ept as Uie notice. m;~Y -_?i"i:~ct··.o~herwise,_ sb_all 
(i) discontinue all;'.temi,nated _work ·as soon.:as 1s· .. reasonably -practicable; 
if the( notf~e·:_:ijo.)irec_i~~,.an~;;in: any event•'by_::.f.hi da:t~ ·specffied'·in=·s~d : 
notice· of termi.na,ti.on;:-;(1:1,) ,:cease all placing. of ord!'rs ··ror proper.ty·:·or 
services in·~·connliction 'with :the performanc_e of -t.I1E~;-termiilated worki (iii) 
proceed to ~he ,best-or:'·i~s ability to tenniilate·' al;L"otders· and subcontracts 
to the exterit :ihat· the;t·relate· to the terminated 'll't>rk; (iv) assign to the 
Government ·'in ·the maimer "and· .. to the_ extent directed by the Commiss;i.on, all . 
the rlght, 'title and, ·interest of the Contractor···urider the terminated portion 
of the orders and subcontracts so· .tenninated; ·('?J ·settle, with the ·approval 
of the Collllllissiiln, :all subcontracts, obligations, -colllllitEnts and claims re­
lated to the terminated 'work, the cost of which Viould be allOllable in ac­
'cordan.ce with· the provisions of this contract; ('4). continue performance of . 
such part of the· co~tract work, IT any, as shall not have been tel'lllinated; 
and (:vii) take such. ·other action with respect to the teminated work as may 
be· required under other Articles of this contract and, subject to the ap­
proval of the Commission, as may be otherwise appropriate, including but· 
not limited. to, _acti·on for the· prot!!ction and preservation of Government 
property. · · 

-·~ .. -.,..·,,. 
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,d. ~try by Government After Default. 

.(i} 

(ii) 

.. 
·' .· 

(111-) 

(iv) 

If performance of the work under this contract is terminated for 
the default of the Contractor, the ·Government (1}'--may e~fciae .. 
the'option .. granted ";l.ir.Arlicle VI~ OPTIQH,IH GOVERlMEHT, :to. 
purchase the:pr;i.neipal,site of. the ·,.;ri'!"k .(2>_!:~:- .· 
e*rcise the rlght-_given--in itel!'··(ii) 

:;·d:.; L ; •• _. ·.;_. .• P • • 

o i tl,ur-c:lia.!;a'.::it'it£,Bt-t.;a 

. ., a11..1 . -aricr :;.;···. ~ 
....... Lu•~g•••~>· to· or.·exercisable. . in connec-·> 

tion lf.lth ·premises arrl facili (d)'-cOmplet!! or"·:·':--:<: 
,employ othirs ·to complete, .. the :work . . contrii.ct.therei.n·!'\ ·. 
·said=occupa!lcy.if·done._under (ii)'abova. shaii oo rbr a··perfod.- · 

~qt to ~~c~~!i;;~~ ye~r. · ~- .·.::: . ,;~,·~-:: . :·· .. ··\' \:: -. · 

In addition, ... tJ:ie.: Gommi~sion sha-11: wrt.h:f.!•!'f the~ limits: o! its:-· .,:·'. 
autho;-ity 1 indaMify._ aild. hold . the Contr~c tor .. harmless. against · · 
any damages n,.nally.: awarded inccrurt actions··.or. settle!'!fnts "IIUi.de 
wi-th the consentl o.c-.:the-: Collllllisliion,:.and '.against ·.expanses inc!:;.. · 
dent to .,such coUrt actions or settllltlafJts;. wtlere BUCh' ac.tione 
and settlements ·are;: based. on claii!ls ·:by: third· parties. agldnst : · 
the· eont~ctor•-arlsing out of. actions< by the Oo"vernmsnt·. in-=us~ 
and occupancy "of ·said• premises and facilities .pursuant .to ihi.s 

· subpara~rapb d:· . : 

e, Terns ·or Sattlerrent. 

Upl)n a tennination of performance ·of all. or part ·of-·the .. · work. under:·: 
this contract, full and complete settiment- of all claims of. th8 Contractor.' vi tli· 
respect to the work"'?~,-this contract so. terminated shall- be made.as follow!li· ... :~ 

(i) A~l!~~ti~n of C~ntractor 1 s obligati<?ns. The o6ve~men~ ~;·at.·· 
the;.dl.~cl:-e~ion· of}~e ·.~OJ?Mi,ssion,_.~s~~Ei and· ~eco~ li~~le:t:~r. ;. 

··-·· ail:obligations,.colliin.itments, and.cHairils that·the Contractor·lllay·. 
have there to fore in ·good· faith undertaken or· incurred· iri c · 
tfoil idth thef termi~at~d work, the c6~t; of which' ~ollld i;ll• 
able in ac'co!dance ~th t.he prov:isioii·~-of· this _c.~~r~c.t{aMI~-+Jnlo'· 

- s-
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Contractor shall, as a con:li:tion of .. receiving the payments 
mentioned in this Article, execute and deliver-all-such 
paj>Elrs ahd t*e · ~1 such s~ps ·as thj! · Col1111ission._ inay l,"eqtP:re 
fo: the purpose of 1\i.lly. ve:sti~ in =the' OovetnJ~~ent -~1 th!!' 

. ~ghta· and,.oon~f~ts or·. the;Con~rac~r under sucp. o~Iigatipns 
·. Or< COIIIIIitm~t~·· ; . . : . :· '' ··:. . -:. .f ::: 

(ii) . PQyment- fo~~:Ahok~ble :co;ts-~ .. ':.T~~~ qyte~~t;_:~h~J..]j;;[k,~J~~~-: .. :. 
· · :: ·.:.the Contracjjol-;; o ):;..'-'allow crectit·{ r~i-,' W,;r{al.iovabl:e:: 'cpata:~-~--

.. . i- ,._ ,;:·curre4'.fn:'t.h6;.'per.fci'tinirt·c:~~'::o:t;; ili&:.tt8~ted.::v•rk·-.:dtit!ii-ot::;;.J;ii-i,~ 

' ~~,~~&\~~~1~~!lli::··::~~~~~~·~·· 
. . .·. ·' - :.·. <·fu:ttber .expel'lditures .. as·.a'rll .• made.,a ,lli::bhl,data.·of. termina-tion 
:-= ::~. :::)ro_r~-tiie :·pro\e.c,~i'ii~,_iit(~b.~.'=·O\J~~·M!fjP~~~T:r;m~. ('~)''lot• !IUCh 
: .;·:.··. -,~'.::J~~aif'.llnd;ai:i:Ojuj£_1rig ·a_,~ce'_ll:-iJ!'·~!i-~e:_91-;pin -·Vi th 'set~1elneiit, 

'::·:ili~l\'-fil.~\lifJI~~ 
---.: • _J ·:·.•.a• .-:of-!paragr;aph i1 of .Ai't~,cle"itv 1 ~-9'1 ER!TION ,- -shBl. r:'-b& J114de. 
~= .. :·~::-~~- .".t; .;;; .. ·_.;:;~;·:·(~.;.~ ·~:·.:···:::~·,~:··:lf:· t~~{.j.:~:~t~~~~iJ ;sr.-.:.:~-- ·:·:. :.r.~. ::. :~· ... ~~·~.~"~t 

·--~ \.b'.:~·,. If tli~'f:Riirf~~ll,llC!i\'~~~ the :-~~Jt\~~r ·!his ccih:tra~_t 'As\ iir­
-~·:: ·:;~pat:!ld Jil-,;l:f{_~l~::f9,f t;fi~;:~O!;l;'(!l.!\~e_q~~!of;.thP. ~ve~!na~t.;; ~~~ :-
, ·,cont ractor:'shil.ll: be'. prld :tha~ .. portion 0 r; the.- fixed :!ail vhich 
-· .. ·the.wriC,;~c.t-tiallY< compieted,' as,: d~t~nnined· by the. Colllldsid.on, 

bea:rs .to)t.lia:,·;,nt~e vqrk Under. thi~- "contract :bas pqmenta 
'pteviousiY .m:ii!fe· on acdount of tiia:·{ite~' ·. . . . . 
:.. . .' ;:_ :~;- ':r;.- ~- \.~ · ,. :. ·_r ,/· 

·c.' If_ the per.forinance.·of the work<pnder this Q9ntrac.t.is;-. 
terilinated.' in .part for the' convenie'rli:e :of ·the Oovernlnent, · 
the~ Coritracl:.or and the Coriuni,ssion. shall pr-omptly negotiate· 
to agree upon ·an· equitable li.djuBtmeht. of -the fixed. fee oat 
forth in sutipar.agraph a. of paragJ;"apli 1 of Arti ole IV, : . . 
CONSIDERJ.TiON,. and· the agreement .. reached shall be evidenced 
by a written, executed -supplemen.tali_agreenent to this' con-· 
tract •. If :-the Contractor. and~ the )_Co'lnnrl.ssion _.fait to :-so agree 
upon such ,fee ,adjustment, :.lQ_thin· a;. reasonable time .after· 
such partial termination, . the failure to agree ·shall-be dis­
posed· of in accordance vi.th Article XIV 1 DISPi:rrES, hereof •. 
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3. ~ation. In the event of expiration of the period of ·work 
performance her er ldthout pdor termination hereof, the Contractor shall 
(i) discontinue the contract vork at the end of.the.day o~. expiration and 
(ii) take 11uch other· action as may be required under other pro"Visions. of-.tbill 
contract and,. zrubject to the approTlil. or ratification .o~(1o.he ,CommissiQn;·. _as · 
may be otbervisfl! appropriate, .including b)it:-~ot limited;; .. :~;~·; action,for.the~ 

protection and. ~e~erva tio~· ·.of:.· a~~~~.~~:if'{~;m0.:~~~. . . . : 'r::;{: .. :i,i~·: {t:'it·<-:· ... · .. 
. · . 4, ··claims.in Favcir'.of·.'the Oiivermnel:it'i·:~The .o · ati.Qi)·:of;:tbe:•'<·: ··. 

Government }o·ma:ke.:any, of the.-ya~eiiEs~~liiJ;1!.~-'b~?;~~~J.Ji~iele;{s~tt:~:.··l3,~..;. 
· -ject to .aizy" unBEC~tled ."chilDs. in connection·,)dtli ·tliis~coiit;l11C~-V.Iiicli·: ~~.\'!_,.· .•. 
Qover.Illll~nt-.may: hii-v:e.·against.·th~ Co~ao~o~~ J:Nc)'t~!rii~c~M~ined-;tii;:hll.! ~ti.Ole 
shall_be_ c~IIStrU!;!d ... to ·limit or a!fe10t -a~·.<otq~· reDI~~:es;~hicj. ~~~;G_~,~-~-nt: 

may hav~ .a:~ ~f[~r2:n: ·::i~:J2~~;:~~l{f. ··:;~-i~~:~~~~l~~,o~ 
of this. contract ;to; the contrary· notwi tbstaDdiz!g; !'.the. coiJt:J:.a.O.to·r i and·;~~e'~.Oom;.;~ 
mission may_·. agr~~, upon: the. vhol~;).Cir\aiV· part·;,~t tliii\~6jlri~~ or_·.:·ruio~~~~~~'~c!i·: .:.:. 
the Contractor. i:J.·to receive._upon a!Xl: in :oonnect:ton,•'liith·.;(i)':lli\J".'-~I'Ii!i.ri3::tion :· · .. · ., 
pursuant to· tb.iS:,•:AI:ticle· or ~(ti)·:_expiXation; or;!thK·,t~26!4·t~;;c~nt~c~;i-w±thout' 
prior termination thereof.· 'Azzy 1\g'reement sci' rea6Jt:~~(l!biili\·be: ~Vid.~nc-~~[~Y.f:a... . ~: 
written supplemenm··,agreeuuint·:.to thi11 contract· vhich:··shall be ·finaT.arid::. .•;· ··. 
binding upon the ·parties ."vitii _regard to theii- ~espeo~ive _clai:ms~ag:ii.Iist~ each . 
other except as ·,therein otherrlse:.expressly ~provided~ . . . . 

ARTICLE iv - CONSIDERATION 

. As fu11 cansid~ration for the perf~I"JJIance.b;r the Contra~tor.'of 
the vork of this contract (including (i) profit on all item ai:!d for. all work, 
and (ii) reilnbursement fb'r all costs aDd expe~es listed hereunder'.as• Uli:lllowa­
bl.e costS'Or othervise not allOllable under the tenus of this contract)···the· 
Contractor shall receive from the Governments · 

a. A fixed fee of One Hundred Twenty Thousand 
Dollars ($1201 000.00). 

b. Paym.e~i.t. for aiiowable coats as hereinafter 
provided. 

·2. Basis for Determination of A'llOllable Costs. 

The costs allowable under this contract· shall. be cozit11·· a~·--.:ex:-·. · 
penses .vhich are. actually incurred by' the' Contractor· in perfonriing tlie liark ·' 
under this contract an:l vhich are necessary or incident to that ·perfOI'IIlllnce. 
Aliavable costs shall include, without limitation on the generalit,y of the· 
foregoing, the items described as allovable in paragraph 3 of thi:~ 
Article but shall not in any event include the items de8cribed a11 .. 

- 1 -



---·---.~~- .............. -~ ... .,._ ........ .,. ....... _______ ............... IN"~------=-----------" 

. ·· 

:·:-

unalloiiable ill paragraph 4 of thil! Article except to the extent indicated 
therein~ Failure .to aention &IJ1'·-·i-te•-of cost in thi• Article is not intended · 
to imply iha t 1 t 1~ either allori.bie or 'unalloV..ble.. ;- ' ... 

·-?' 
_ _- · · ·, ····~. b;· ,_,Tranaportatioriiand·.-coJIIIirimiC.:tioD.- u~!-(i))recoridt~1-:'': 

·,;~~liltli.~i~illl.·· 
to the. procure•ent1~and·use~.thereof , .. eubject,_to-: .. th~,-_;appron.ls·reqilied under · 

any other 'pr~Ti~11t't~~JLt!:r::.~i·.le \d~~~~J~.i~L -~f th~:-.w~k 
·or· ·,thi.; contract~ iteiiUI·:·-..D.Ufac;t;Ured .by.'it-·in tha .·. 
ordiil.ai-y":_course of its COWrcbi~buisiriei!B; proTided 
.that. the~CoJi.rlsllion '~to app~n1 to each such ·use -

· and··:provid.ed .further that, the' .Co.id11tiion and the-:Ccin.;.. 
trabtor ·ahall haye agreed;':priOr•to aiJ1'.8UCh &pPrOval; 

· in ·vritili.g -but· not necessarily .by.: execution of an.·.- . 
._. amendmen~· to· this contract~ 'upon a' \Ul.lt- price or price!! 

for'.such"ite•s •. Tlie unit· price· or prices so·agreed 
upon -.y_:include profit •... · . · 

(ii) The Contractor my vitbdrav from its genera1'11tores and 
use ·in ·it·s perforaance of' the vork of- this·· contract 
iteiiB- purcha:~ed bj- it bef_ore or: during the: period _of' 
perfonw.nc.c:'of this contract 'for its :general stereo, 
provided that such vithdrival ail.d use of said iteii.B 
shall ·be :·in accordMce villi 'tlie'·contractoris stlitements 
of.- its daily procUrellent,.:practices. a.ri'd procedUres' aub­
Jdtted to tlie.co..uelliori:&.nil}-8.pprOT~;d'by t.he .. cc,.Bil!aiim·­
pursuant.to aubpal:ap-S.ph_b:o! para~i.ph l·or::.&.rticie,.II_, 
~CX:lJREJ£NT- AND StmCOJITRACTS;. : The cost. of. An7· iUCh- lte11 
eball be._ detenuned .in. accordance. Vith last-in, ;'f'irllt-
out inventory accountillg princ:l,ple's.-,':. -

- 8-

·•.' .. :. 

-< 
/JI\?.P-1I 
£&- su:. 
1\cc•>f;o.., 4 rJ/J 3z(, -'?J7 -oo"f 
A.E c ~'<-~ci ,...,.J~-:,1< ..,-.. , · c~--. ~'~ft 

. . . "'~ 
~~-·;~~-1t;tJ~~:.,.~~l-··~·-),.:,-·,.r··t1----······· ·-! .~:·.~ 



[ 

~t~~~~~~~M~Wes ~ 
:~~ 

(iii) The Conmi.ssion shall have the right to inspect any item 
provided by the Contractor for the work of this contract 
pursuant to sub-subparagraphs (i) and (ii) above and to 
reject any or all of such items which the Coffimission de­
termines to be· defective, in which event there shall be 
no cost to the· Government on account. of such reJected 
items and the .Contractor shall .. at :its' own non-allowable 
cost· and ·.expei!Se,. remove au such.:rejected·:item8,·rrom. 
any site· ·or :,the work to which they··may have been· de-· 
livered •. : nie failure of the Goirernmimt-to: inspect .and 
reject any such item· prior to its use by the ·contractor 
in the work of this ·contract in' accordance ·with the 
provisions of sub-subparagraphs. (i) and '(ii) above 
shall be deemed· inspection and ·11cceptance thereof, 
except as to. latent defects, fraud. and such gross 
negligence· as constitutes .. fraud• ·'· · 

d. Patents, purchased designs and· royaity payments, to the extent 
approved by the Commission. 

e. Expert technical or professional assistance to. the ext;ent 
allowed by Article XXII, TECHNICAL AND PROFESSIONA.L ·ASSISTANCE. 

f. Taxes, fees.and charges, levied by public'authorities, Which 
the Contractor is required by la\1 to pay, except those which are imposed upon 
c!• ;;:rise by reason of or are measured by the Contractor's fee or which are 
excluded pursuant to other. provisions of this contract. This item shall·in­
clude interest costs and penaities incurred by the Contractor in compliance 
uith Article XX, STATE AND LCCAL TAXES AND FEES, hereof, 

g. In accordance with Appendix 11A11 , or modifications thereto,· 
labor (whether as wages, salaries, benefits, or other compensation, as 
prescribed by the Contractor's employment and employee welfare policies), 
recruiting of personnel, (including "help wanted" advertising), travel 
(including subsistence d.uring travel), an:i the transportation of personnel 
und their household goods and effects. In case the full time of an employee 
cf the Contractor is not applied to the work of this contract, the cost of 
his labor shall be included in this item only in proportion to the actual 
time so employed. 

h. ili:Xpenses of litigation, including reasonable counsel fees,. 
incurred in accordance with the provisions of this contract, and such othe.r 
legal, accounting, and consulting fees as are approved by the Commission, · 

i. Alterations, additions, improvements and repairs to, :and re­
modeling, reconstruction and ordinary maint~nance of, facilities employed 
by the Contractor in performing the work of this contract, in accordance 
with Article XI, CONSTRUCTION, ALTERATION, AND REPAIR. 

j. An allowance of Forty-One Thousand Seven Hundred Eighty 
Dollars ($bl,780.00) for the period from March 1, 1952 to December 31, 1952, 
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~d Fifty-Three Thousand Six Hundred Ibll:u-s ($53,600.00) p~r ye:u- during 
the period therea£ter of the .Contractor's performance of the work of this con­
tract at the Hicksville plant of the Contractor, prorated over said period. 
Said allowance is in lieu of any ch:u-ge by the Contractor for the use and 
occupancy .of said plant and is· in lieu of costs and expenses actually in­
curred' by the Contractor during said period for the following( 

.. (i) Depreciation of buildi.li.gs on the Hicksville oite of the wrk. 
hereunder. · · · · ~- · 

; .- -:-.:.' i·. -... ,- s. :·-:· 

, ,,L~~~~ii~~l~l~lll~·: 
·: · ~: • · -~ ·. s:i:lliilar ·property .'iilsur.mc~ :p_olici"es; .0~ :;thii;.eontractor•.s · .. · 

. ~ ·: :. :Hicksville pl.Aiit-·: and:oii. al!l. pr:ope~y;~qf;~tlie· Contractor. therein. 

: c· ... :(;J(~:~trins'·:~~~ i>~~rr~·ti1>llit~:.··~4~1~b~_t;~g~-s -~o :. 
·. :.. ,:,: ~pers:On_s .and. PX:ope~es -~f." ~loy~e~: ~~f: ·.!11"~ Co.?tt:actor (except 

-·. :·' .;· but··not·for:'Workmen•s Compensation{'..illaurance);or of third :· 
. ·:; .~ . periioris}: at!'th&- Contractor' :itH:icksiiiil~t"plilnt·· or resultfhg .: 

_.: ~ · . ·from the Contractor• s · operation.S tbhr11in. ! • :· ;-
• •• • •• -_:.• :"; •• r. •:· .: -; ••• •• •.. -:~:}1:: . .'::;}:-!k~ .. :.>.:-~;·.~ . .'I~: ·~ :.:~ -.·· · 

· ·· ( v) I+enutims ·for iriSlu-ani:e. ;igainst· .:dal\iag~t'zptd :inotor ·::Veliicles:,· not· 
:/ ~ve~eilt-O.~d, !used ··ey . .-th~:~ qbritr!l~c·to~ .ii{..coDnectioii with: 

th!il '·.iro:rk-:Of~:,tbio contract ·:and agrliiSt'. diunages· to·. persons. a.nd 
. propert:r::·resUlting from' operatfcin:;"lii/tlie'· co'ntractor and 1 ts 

--. employ,ees_ of motor vehicles in' co'riP.e'ction id th the work o! 
· thi's·.coritract; · .,. - -., ' .. · 

~·:.:~ -~e~~;;:;~ kck~lie"'iiitiqii·~;iotill.y ·~r'partiilly made 
· unusablll; for thll· performance' of· thi.· work of this contract as 
ai·result- of :fire,: explosion or other casualty:, the Commission 
and tlie Contractor shall negotiate· to. agree upon an. equitablll · 
downward adjuitmant of the allo-warice set forth· in this. sub-.-· ., 
paragraph"j;_ If the Conmtission:and ·the.Contractor.fill to -aUee 
upon such adjustment within. a reason:ible time· :r.fter such. casualty, 
the failure to ·agree shall be dispo.s11d ·of in :rocordance w:i th 
Article ;rv, ~l!i!'UTES. . . . 

k •. An allowance. (in·li.,u of direct ·reimbursement) ·to cover· thll -.-. 
g11neral and administrative expenses incurred by the ·contractor's corporate. 
office· in New Y6zk City allocable to the l.ork -of this contract. The· :unolmt 
of this allowance shall be computed as a percentage., othemse referred: to 
herein a11. the -G and A rate, of the costs.·of.'opllratiori hereunder. For the 
pui-pooes of this subp:u-agraph costs of_ oiJeration :u-a .: d11fiziild as~ the costs, 

__ 'wi tho~t:·duplication, incurred, by; the Contractor and,-allo-wablll-.pur8uant -to •­
\,il.lll?pa;ra·gr~lls ... a, b, c, e,, g, 1; nand o of this p:lragraph'J but'~t:Xcludiilg ,. 
>coiits"o·f·'capit~J.· items of lll:l.Cbinery and equipment'pracured. for .the· wrk.{)f 
-·this contract and inclUding the costs of ordin:crJ-· repairs·:·and maint~triance ·· 

to any site of the =rk defin11d as a principle site of the wrk by Article 
II, SI'IE OF THE WORK. 

(i) A provisional G and A rate of three (3%) percent, subject to 
review and retroactive adjustment, is agreed upon at . 
the commencement of this contract and the Oovernmant•s 
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payments to the Contractor shall be based initially upon said pro­
visional rate. AB soon llfter each June JOth during the tem of 
this contract (or as soon after any-intervening date of termina­
tion or expiration thef:eoi') as is px:actioable, the Commission in­
consultation w:l..th the Contractor, shall review the actual expense 
to,. and obligation incurred by, ."the Contraetor during the contract 
period. fr.om. the close of. the".:pr(nious period. reviewed.:( or the·'._date 
of commencement ,of the -'contrac~df.:·tnere. :_lias :lioo"n no ·.previouS(- -

' :Pe#.C?d!·z:~vielied).:J.o .·saiir . .J,~ .J9~~ :-(<?r .. in~z:V:_ening' .<b,te ;,CJf ·:·~-­
. tlon: o~·.e:xpifii,ttqn} .~il.ttrllitital:ile_ :"IX!.-:,tli6·ieliliD.entB<of/ ·ci!sts .. C:oV,cired . 

· .':-¥J~!f~!~,~~~1!~!~~!K~f.lil!$ti!~~~::e·. 
... -pr(,Visional~-n.~e''1'i:itheftio\l.n: effec't''.:for·~thii. pciriod~reViewd. ·,;'said -

· fi.XB.d -:rate, ~or·! anY' othi!r· rate whic':h'.-tm Comrussion. and the·~cohtrac­
.tor' may ·agree··~on at liilir negoti.ktion/sli-au,· _as ·a ·new· prfiru'iorial. 
rate;:' ( 1} . retro~iti vely· i'eplact{ the . proVisicirial-ra-te''lii tb8r.io! in . 

- effec·f troiu;the··clos!3 cif ··-the· coh~iict :t)e#iid~TreVie.wd',to. tlie·~date 
cil. agreeinerit- oii_:said new rate,. md.(:ii)-ji~~ctivel{o~·-tl:ie new 
prOrli'siorial··ra.te :l1nt:i.l iit:_is ·iri::·turn:.rejilicedfp"ffi.suant to the :rore­
going:;py·a new.'_proviuional or fixE\d rate~~}:I_n:the:event··thil't,:a pro-

. yi-Bi!>nal :.-.rate ,:_is ~~replaced;:,l:l:Y . a ·lo!!Br,_, or .• _h:l.gh~ tp:.oid" ~r llr~ion­
aJ...:rate;. suitable ,.re.troactive adjustments.-in~the·:p:cylllents shill.. be 

·iliade . promptly"~?·· FailUre. to agree . upon' a -·.f.b::ed rate· purs-tiant'. tO- the 
. .foregOing shall.~ lie c;:onsidered a ~pUte.'.'to!ba:: 8ett1ed: in acco_rd-. 
ance -~ th the·~. provisions of Article nv·; :_DISP!J'I]:;, bOre of. 

:. ·.,~· ·. ~~r- ...... · . · .. '.~ s:_ =·· ·.. . 
1; .-co.sts or pro-rl.ding' ~rleteria, -restaur~nt,'•_"or food c-ommissary· ser­

vices. to employees of: too·· Contractor directly engaged in the perfo~ce of 
the wrlc hereunder·. -, · · 

m. E:Jcpenses of ·moving- ·and transporting the Contractor's. and a·ave:rn-
-ment• s prOperty' from any' principal site of the workj as defined in paragraph 
1 or ·Article II hereof, to· any• other site for· the mrk,pravided that the­
Commission. orders or approves in advance the move, the new site and the method 
of transportation. 

n. Close-out costs incurred by the Contractor after the expiration 
or te:nniJ_lation of the period of perfomance of the -work of this coritrac_t. 

o. ·The cost to the Contractor of compliance with health- and .safety, 
security and property management standards and reg~tions of the Commission~/· 

. P• -Losses and e:xpensas, including lose~s and· e:xpenses resulting: from 
cl:Wns of.pateut.:iDfring6Tient, :not canpensated for by insurance or othsrwise 
(including settlements made with tim coru~ent of the COmmission), 
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sustained by tpe Contractor in the perfolO!Iance of the fOrlc and certified­
in writing by tlie.'Coriuilission to l?e just. and, reasonable, except.losses -and 
expenses expressly made Wlallowable under other _provisions .of this '. 
contract·. 

q~ Ari allowance_.of Sb;teen Thousand Six HWldrad .Dollars ($16,600.00) 
for ths procuren~ent and. aci::'ounting ·sal-vices performed .by ·-.tha Contractor• s 
Central Engineerilig Daparment 50 Staff from the commencement of the-term of 
this contract tO ·June )01 1952 in Contractor· facilitilis b'thar .than the Con-
tractor• s Hicks!flle; Long; Island· Pant. · · · 

· r. The_ direct cost tO. the· Contractor of Work performed under this 
contract ~th the appro~al of-the-comMission at ~be Bay~icte;- Long Island, 
plant of ths. Contractor~ plus·· ilidii:•ct costs :-illocable ·to such work. to the 
extent. such indirect costs are agreed upon by:: the CommisSion and the Contractor. 

. . . . ·- . ... - . 

s. Items of-·cost- which are not e.xPress),y excluded ey other provi­
sions of this contract and which are spec:lfical:cy certified in writing by 
the Commission ·as allowable. costs hereunder. · 

4. ~e of -Unallowable Costs: Tha following are examples of 
itemS, the cost-of which is not ;~.llowable except as.indicated: 

a. Advertising, 'except "help-wanted". advertising or other 
;~.dvertising to the extent sUCh other advertising is specifical),y authorized 
by the Commission; 

b. Central li.Dd branch office expenses of the Contractor, ex­
cept expenses Of l1.DY prinCipal site of the work diiSCribed aS SUCh in para­
gr;~.ph 1 of Article· II, SITE OF THE r.tJRK, and excapt as expressly prOvided 
for elsewhere in this contr;~.ct·. - - ·· 

c. Commissions and bonuses (under wh;~.tever name) in connec­
tion with obtaining or negoti;~.ting for ;~. Government contract. 

d. -Unless otherwise authorized by the Commission, costs of the 
character described in sUbdivision g. under e=nples of illowable costs, which 
are not in ;~.ccordance w;!.th Appendix "A", or modifications thereto. 

e. Provisions for contingent reserves. 

f. Contributions, don;~.tions, dividend payments,.interest on 
borrowings (however represented), bond discounts ;md expense ;md financial 
charges. 

g. :Entertdnment expenses, •xcept as provided in Appendix "A", 
or modifications thereto. 
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h. Fines and penalties, unless incurred as a result of action 
by the Contractor.in accordance-vith.the express direction of the Commission 
or in accordance W'i th the provisions of Article. XI, srATE AND LOCAL TAlES 
AND FEES. . . .; . 

. -., ·:.F.. -- I:,:i~;··<· .:·'~ , :·-. ·:-
i. Capital· additions ·and· structural :l.mprovemeJ;lts:-.. to.~ Contractor-. · 

?vn•d .or. Coti:t;ra_ctO~loR:S.ed facllit~~~j_ excapt~~~r~f{ii~hj~ddi~ons or ;=~i-ove­
lllllnts nave been'-:spec;t:fiqally.'.appro_veikby the :.Co~ssion '•s·,beibg:- an aid .to ... · 

·i;- !~~~W~?:~~~~~~11;·:~;~~t-~~~-~~:J~.-onli:_-~::-~~e:J.i·~i~1o~fff~;;~e·d 
· _. :.,._ .... :'_.:-':_-j;,=:·· Lossiss:frilm.-il:Uos _an:q_exchangos·:·of-th!o"Cont;ra'c.toi''s capital . 

. . assets;::~;., .~;~s~-t~:;-~~.::-~t~r;c:~_n::~;~t~F: ~- : </~:?-:·~~; ~!(;~tHft.::.t .:_ ·. . . 
. . . '.o:k ;·: • Mll!lbarsliip' iii :·trailS ,Ihusine s:F and :·profe.ssion~f cirganizaU.ons, 

except as·.::epecificitliY· auUiorlzed ey:.the Conmdssioil~·-.:;,~ .;~, · .. ,:.: -:;- · · 
. . ' -~ '":-.· .. ~~~ ;-~~~-:-~? ~' --~-_: ~ -~~~---... :: ~--_;- . :~:_;~~i;~:·: i ·.. . .. :~-_.:.--~·.:~: ~:-,_._ })~:%=~~ : }}~~- ~:~~ . ~( ..... _ 

.1~' Sliliscriptfons' _to ·periodicals or -_other: publlcaj;ions, ·techirl.cal 
or otherrlo11) .Xciipt·':a:i:{ap"riifical],y. ·authorized. by .'t!ia:·coimdssion. 

- ·::~· ...-:_~::-· .-__ :_/,·?:~·~-=~>_:::.;v_;~~¥:~: :~~:; __ ~;-~~~>:-~~.:>_~~~-. -_:_ .-- ~-- · -~,:~:-. -.-::· .} -?~{5:~:5~t:~.\~ -__ :~~ _ 
-~m.-; '.}'ensions;z:_~~ir.~~~n~n't;: group he~th; ac_ciden:t·~d,.lifll _.insur-

ance plans,·:.-a·xcept·'.tO, tlis-'';extent :authorized-- un,der· Appendix. "A"•, or modifica-
tions theretO.-_.·.:·_·:;·:~/-):, _, •.. _._.,_..... · · ·--·-.;'- ;' 

n· •.. Storag~' <)}: ~~ntrac~ ~ecords after compl~.'~~~~ ~f contract : 
operationo, irrespec~ive·of 'contractUal or.statutor,y ~qtilrements regarding 
preservation of:recordS~:. exi::ept as·· specifically alloved pursuant to para-
graph 3 of Article: VIII;· hereof.·. · 

o •. Taxes,· f~as ·:irui· ch~ges,· levied by public ~encies, vhich are 
imposed upon or arise by ·reason ·of ·or are measured by thll Contractor• s 
fixod fee •. 

p. Government-furnished property, except to the extent that cash 
payment therefor is required pursuant to procedures of tlw Commission appli­
cable to transfers of such property to the Contractor :frOm others (including 
other agencies of the Government) and the cost of insurance against loss, · 
destruction or damagu to- Government-owned prope_rty. 

q. Wages, salaries, or other conq)ensation of ·the--Contractor's 
corporate ofl'ic11rs, except to the extent such wges,, salmes.or .other com­
pensation (including tra.nl and, subsistence) is' pa:ld·· (without duplica.tion). 
pursuant to subp:u-agraphs g. and k~ of paragraJ?h ; ·of .this .Article 4 ' 

r. Other it~s made unallowable ~ the provision~· of this contradt. 
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:of .-tlie work ~ijt,:th~;:contriot;.:_ (fi)·.~iiollpliitioli. oi', 'tlle :.wcirk.'l:-eqmroo.,by .para"-'· . 
_ -. ~ph:3- or-·.-~c'J.e~l:ri~· i-TmMi,·'rERHmTI:oN;.-.nro. -EiP:mii'I9N';~'-.i.ria~-(lli)- t!jiiJ.f!:.;:.-.-. 

turnishing'. 'bi"I-;t;ii'll',;aoniriiCto~· at A.~rel8a·se·' 1il m1on:f.roril'~anf~Vi:th~~suoh ··ex:i-~ :: _. 
. cept:i.on as.·.a;;;_ :b'iii &jipr~~d:-Jir:~:t.!i&~o~~s~ozi~ilt:t-a:ii}~i.A:ru~~ga$~Wi~ ,_y.~~ i;;· ·' . 
: GM:erlllllent ~~-Iii~~~;?.~~.'.: p£ 'tlrlS-. cc:intr~~~_;(;~c~o~~Ai;e~f'liT, .. aitv:·. "·· j;:_: 
· accountillg :tor.: Ooverimient::Olined:: propi!rw Teqiiirild-;b,-iAr.tio-le:w 1 :',00. .•·- . : 
PRoPERTI; ,tlie_ioiri:eriOO;-nt?shilil~]lf~a!it1~;:,Pa,-_':to:\-tbii: .coilt'rliiiwii~tlle.;U!l~id!;·· :·:·:· ·: 
balance. ,!'r~~~llfi·;!:§ns~i;illt~ ~o~·: 8'1lt~of;th·~iD~.,atag};a~hf.~~o~i~~.:A#ii:ie'~~t~f· '::· :. · 
(including·: ~~-pW:t..'fon:fot~:tlie•~wd:·.-ree:'nth)iald' Or.\)i~~·ret'~Pii.id~pJll'auant·: -~ -
to· 5$paragi-~Ph=_'~;~~~~?.!~~:~&~;~~l!Citi~I\5~ <ilie;·una~r\fh,4\;;:erms: <it this ~::i·: <· ·: · 
contract.- ali4.=11:JV-;:11'1i!*: ;:~*~d,:~o'.=s~ttle, any=: ~et~led .~lili:JJi;which ·the.:c. , . · 

Goverlll!lent· ~; ::~~}~~1~:;-~m:I~o::~~;:~f~ 1l:~r~-ha~ be ac~~-
panied by sucJi. supporting d~cuments· and justifieations as .the Commission 
shall prescribe~ . · · .' .. , · ·_:·· ~. • . · 

> e~'· .·:Dlacduil~~/· The corrl.racto~ ;hall:·take and ;,.i'fo~d the 
Goverlllllent advil.ntage· of li1l ·available cash and trade discounts, rebates; 
allowances, ·credits, s.alvage, commissions and bonii'ications. 

f ~· Revenues • .-- .&ey revenues, apart from the fixed fee, 
accruing to the Contractor in connection with the work un:ler this contract, 
shall be applied in reduction of allowable costs under this contract. · 

. g. Direct l'D.]ll.ent of Charges - Deductions~ .. The Government·-. 
reserves the right, upon 'ten (10) days 'written notice· from;ilie Conmiissi<in ·.::· · 
to the Contractor, tci pay directly to the persons ·concerned ·an;y ,ch3rges_'for , 
services, 11:1terials· or freight·vhich otherwise vo'uld'be.:al·iowable.·under·i,; .;. :··.· 
this contract;. Aey paYlllent ·so made· shall discharge the :Government· of .all· . .-.,,·:. 
liability to the Contractor therefor. ·'· ~)} <1. 

J 
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· 6. Limit o! Oore=nt Liability. 

a. Estill.ate11. The initiilly estill.ated cost. of the work under 
· this contract, including the fixed fee eet !orth in zmbpa_ragraph a. o! para­
graph 1 o! this Article, ie Three Million Two- ilundred Fi!ty-Throe' Tbousalld_ 
Eight Hl.mdred Niut:y-&ven Dollars:·($.) ,2S.3 ;an .oo). .It. :i::Lwider.stood. that · . 

. ·neither the .0.TIIl'DA8nt:;aor. tha Contractor guaranteei _tbei:;:eorrectae11.s of the 
initial eatillate ot co~t or .aey: reVision thin:eof; arubtb.;lt"·:there·_;'ahill:;be: no 
.adjustnent iJ;i .the·.iuucl~t. o!'-t~ .~Contractor~ • :n:i&d ;te6'.,. b~::~a:son(;o.C:'any errors 
in the c0111putati_on· e_! ·esti.lllat~- ·c•sts.: or. re:viiled:esttiiated·,i:osts·:;::·or. any ·di!­
!erence between' any_ llllthatoa_··c~'sf''or revisions· the~ea'(.;nd:.the actual cost 
o! the vo~k~:.. · ·· · · _,:. ·' . ' ·.. · . · ·' "::{.<v:: :i- · · 

, _ ·'.:·_b •. ·'Obllgation~~. · ~::Co•rl:nioil bas .initiA:u;r obligated !fir 
this contrac_t~.··!roll. oblig'ational iautliodt:r. av:afl,abl·e' .tO ·it;.;the 8\lll,.'-e!' Three 
Million· Tn :.Hundfed.-:Fiit:r-Three·, 'l'hOUBud ·Eight Hmulred;·.Ntiiat;r-s.Vlln .Dlllar• 
C$3, 2S3;897 ;oo )'~·- :-,S&{d ~u~iiat. _iU.:r-~bedncre~seli~by· .t:h.S!~Goiaiuia:aion . .i.!i· itzi dis­
cretion, fro11 tiil--;;·;ti. 'ttma···-:,:The .. Contractor protlptl:j.:iihil.J.: noti.t't. tlu! ;Commis­
sion in wrl.tilig'.wh~n:~ver'ft.lieUe~s)th:it the 'then p~Mnii~#on _obligation 'for 
this contrac.t -is ··:liu,urriCient',' :a.n:f\:1.ts notice; shail:~~e:o:n~.#n;;.~t-. estimate' of . 
the amount of Buciliiil~ficiency~ ::-::.llheii ·arid ·u the to#UY,(?t4:iunourits ;pai'd _and 
payable to· the .Coritractpr;~iu'iaer. this· contract<(includ#ig:1tii~:·tixe!i ·rae.~an·d 
the. actual or e :i'ti:mat'eat amotin'tli :··UnPaid. b:y. the ,'contrac~r.~;on':'all spbcontracts 
and all·other commitnieilts.:on·:the. assumption-that theyi::ldll. be completed), 

· shall equal the· tlien.Cmimiiiision obligation 'for this co'ntract; the, Contractor 
shall not'be 'expected·· to incur further e:xpanses nor tO perfonu further here• 
under unless tlu! Commission ;igrees ·in- writing .to increase: said obligation.' 
for this contract 'in- ·an amount Sufficient to cover additibnal work lu!reunder. 
Notwithstanding any oth8r provisions of this contract.:tbe.liability of·the 
Goverrunent· under thi11 contract· al:all be limited to the ComrUi~sion .obligation 
speci!ied in thia subparagraph, ·as same may be increased .by.·the Conmiission 
by notice to the Contractor in writing. 

ARTICLE V - GOVERNMmT.ffiOPERTY 

1. Except as otl~rwise specifically agr~d upon in writing by 
the Contractor and the Commission and except aa·otherwise specifically 
provided herein · 

a. ·title to all property S])ecially purchased by the Contrac­
tor for this contract, for which the Contractor is entitled to direct reim­
bursement under tha provision3 of paragraphS 2 ·and· 3 · ot Article IV, CO!lHDERA:.­
TION, sl_la.ll pass directly frol1l the vendor ·to the Ooverrunantj·. and 
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b. title to all propert)- utilized in the work of this con­
tract, provided·by the Contractor from ContractOr~d stores or manufactured 
by the Contractor "in the ordinar,f· course· of· its commercial business, for which 
the Co'ntraetor iB entitled to re:Unbursment under the provisions of paragraphs 
2 and J of Article IV, CONSmERATION,. shall paas ·to ... the Government at the tilDe 
of such utilization. ·. . · .. :; · .-:: ·. : · .. -.-

. . _ .. __ :·:. : - . . ·~ .. · ... · -. - ·.'-· i---:: . :' -.•. 
. 2. ·The'i- Oo"rer'nraent".rese:J;Vea the ·Hght .. :to>;futniilh any propertr- 'or 

serrlces required . ..for: or.::U.SefUJ . .>iii· the. performance ·jjr thfi· work "UDder. this . 
contract. Titl~ to ah::propertf:·:~o··,furnishlld.··:~hall~reiUiil in the Govermnent. 

(_ -~:_- -~·: . _ .. -__ · -.--- -~:. : ... :' .. ·_ ~-=- .·'·=---~~~-- ;;:· _._--_ . ·. . 
3. The i Gonri:mliint:sliall·. retain :title-."to";ill· products, by-product:s, 

;:wastage, salvage~. work-in-"Process, ·residues ·and :~crap resulting frol'l property 
··to which the Government-has or had ·.title: pursuant:·. to_:: paragraphs 1 and 2· above. : . :~~--:- -~~ . : ·'. - ·_ : . . . .. · .. .-·-.... _ -~~:. )~. -~;-: -; . :. 

4. 'All~iteils of."Oovernineht-owned ~oper~ ~ef~ed to· above ara 
hereafter collecti.Y.ely. r·eferred ·to :.in· this- ·.Article: as ·.·"Government. property". · 
To the extent._pl-iichc~ble;)the ~ntra(:tor.·.li~l+"C.awie S.n>non-expendabla : ~ · · 
iteJDB of Govermiieti~ properlr -~·.be. ilui tapJi' ~ked .'iiitl,l· an identif)'ilig mark 
or symbol indica~~· :that .. the~·it'ciai~-' are the· ·prot>B~· .o·f:._tbe · Goverlllllent ~ The· 
Contractoi: shal~:: ~intafn,''.at,':an··'i:lines and::. in; a .rui.i:m.ef: satiSfactory ... to the 
Colllllission1. reco;rd~.' sbow0i.Dj(the ,dispoDi"tion· "and use;(f>f~Govel"nmertt property •. 
Such records 'slui.l.:l:."be·'siilijeet ;to:·CoJIIIld.ssion ·inSpection ··at·. all reasonable tines. 
It is understood' that .. "the c:amlnission shall at all·reasonable times have access 
to the premises::wherein· any:' itemS ·of Govermnent properfu."· are located •. 

5. ;~~}co~t;lc~~r·. ~~~:;oJllptly Mt~\h~pomrnission of any loss 
or destruction of or damage_·,to Go'Verninent propert;r (but not of any consuniption 
of materials or :.supplies .dn the performance . of its undertald..ngs hereunder). 
Except as other\iise specificallJ" :provided in this contract; the Contractor 
shall not be liable"for "loss or destruction of or damage.to Government propert,r 
(in the possession·:or.:cUs.tod;r·of.the Contractor in connection vith this contract) 
unless such loss, destruction or danage is due to gross negligence.or vilful r 
misconduct attributable to the Contractor or its superv"isory employees. . 

6. Items of Oovermnent property re~erred:·t~ above. shall ~ot be 
IIi used· by the Contractor except in the performance of ~ts._.obligations under this" 
~contract. · . 

' . . 

7. In the event of loss or destruction of or damage to Govermnent 
property, the Contractor shall take such steps·to subserve the Government•s 
interest as the Commission autho~es or approves. If the Contractor is 
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liable f.or loss or destruction of or damage to any items of·.novernment>:-::: ,, 
property, it shall promptly account._tliere!or to the:·sa.tiofaction of:~th~: ·>·· 
Cominission; if the Co~tra.ctor is mit liable. the~fo_r,· -aD~i::i~ indeJ!Uiitie,di> ::' 
reimbursed, qr ~the~iee conpEin~·at.ed for .such :loae~ ~:de~~z;ict_ion OJ;" -~li!!BB.~_:,·:: 
(other. than ljy the Oo_reriuaent, under. this c·ontrac~.) ,-~~- ;g,o_ri_tractor._. 11~1}-$,:_ : · . · 
promptly ~ccg~~ to tfe ~-y;_amiuent-:for. an eq~tabl~::;ll~-~:,~f~~.:s~c!t}~~~"'-'·'-·.,o: _·. · 
fioation:, ·-reii.JriburaenQt ; .. or,, ot-h«!:t' >C!)IIIPIJilSa ti'oD J•,;.in_~~i:'.8~1).t'-,: -the,:-.Co.n.tra~~~-'-· ·:. · · 
shall do riot~ina-~tq', Jie.iudico-;.the;_(Jj)y~rrojll.n~'--s§ngli£5:-?~, •''o:V:a:r.>agaf ·••·• --;~:;::-·: .. : .. _.. :-

.·third .J!artie-,f!Qr . .-~such~loli•~~iliilti:Uction;·.or-:.·-~~·~; upolij t'}"'rL ::· · 
. the coi!Wdssi ·• n ~~!J~llolffu"rni~!i ~-tiiili.Gov~nmiuif ai:i:'~i~bffi' 8'81 ~t'· . ·a.::::·-1: .. :. . 

t • • 9 '~ .... • \' -~- -· ., 'l'·t~~-~ l J'• ........... P"~':'tf:·-.. ~~ ..... ·i::.·'. <' ""J•·· -~-
: cor;~perati!)il'-:~~il~l~:;_th!!'~prosa'!iiition~-of. suij;: ~~~kt;pe.~"'- . ipn .!if;.· l11~';';i':.,~i- ... 
. ments. of ass~snt 'iii .f."li.vo.r ~_()rltii~'GOirernre nt)· lit; .1fb~~:r~covetj;~'f·'{"'!?:~---.;' ';· . 

.... : -~~ •. .::t.~~:{!.~· -.":1· .. -~\: · : •• . · •• :. .. ...£.: ---~:;- ~ ::.~: · •• .... -. • •. ~::=- =-~;..:.- ·t1;~;.{.:~:-N:;. -~~~- --\~' :.rt:~·_{€ -~-~---... ~ -
:8. •:. ~~~Cth1~ra!)tor may~: with- the;:appr.ov&l~o(";,:~liii:;Comrirl.ilsion; ·:·(i):: · 

transfer ~~ ith~~+se~-~~po~e:_~of~ ~~~.'of O:O,~e,~_IJ~!:-#.o~J.t);;._~.o-i~u~- P!l~tie~. . 
and upon :s'!c~, t~~-- ~d:''!:":l_l~ t~~n~;-~s::.llo,;'~ppro_~d_).!· \~¥:1-i;f:t~~'·:~c,l_l~re._;' .. :'; _. 
title. to i~e7s ·-o:r1 ~_o.pe~Y:.:at pr._~~~~<.mutu~l,y~g'1~ .~tlil1~~~~~~~~~opmf.i:.~s1o~: ;:_;", · · 

. and.-the Cpli~}ii.c.~~ :yfthout;i~Jie':.'~l::~~s~vj· :'o,f{«xaaii:~ ~1Jf4i:l!l~f>;lllll.fl'!~eq~~-\~~:,t..;, · /. · :·.: .. , 
thia.·co~~ijc·~~: ·:·,TJi~:~~"':;IJe~_s;:~r~·.-.~~~.u~h.'l~~~!~- }~§st~~n~.t~a- ~¥-~~:';:_. ·. agre~d "PrJ;_ce (O~f_!lJ?l :: ~~clb C.C)~t~_,<:_~;~a«<Q,~BJ:"~:o~_; ~\~liJitaP.P.J.ied ·;~n·~-~~~~-~'~t : 
tton 1 of- aJV;-'P.•~-'4~ '~I; ~"~ll!buns~~nt:~~!be:- !-D~'L ~ .. Xl:pov~z:n~~n,~'- ~~--:-.~~e:e .. , 'it 
Cont ractbr-.,'ahdf!fhtfrl.Mcontr.act ~pr.' a)iall :·othilmae!~lie:,pa; ~sucliunanm·r 'as :·· . -

::.:,:~~!l~t~t~ti~t=±LIJ.~~~~~l~i~~~.··}·F 
storing- ·and disposal ;of,·aovernment'•;property.': :Tbe;'Contra~:tor,\ag.rees .. tJ>:.~:-- -~·,_- ., 
rrepa:ro and o?-IJI!i1/to);J1~·._commill~iQn for· re~e·~,-;·:~t_ij.i,~:-af'Xti' (~9>!-A~Y'~'f'J _: ';' 
after .the execution· oC, .this .. <.contrac.t, a written .stahmellt:.of.;;.the :methodS:<·)., ·. · 
to. be used·· and:M .tho"in-ocedures ;.t,j,e,be -.follo.lo>Jd ·by;;.tiie','GCin'traotOr:.in··;re:£:)?' :. 
garo. to -mariagemen~';i!l~eqt~cy ;crontr~i,. · :itorlng ,~d-.'Usp~-3;¢.' o:r:<JOver~nt:;. :.:· ;:_-: __ 
proj:>lirty. · T~a: Cont~ctor. s~~-ni:t use any, m~tn~~ ( oi:(pto~~dure·: iii'' this'{~_:-~-:.,,._ 
regard which .. the. Cplll!rlssion has al)naed the Cont:ra;~t.Qrt-is~contrary to·: ;:-: ·"" -,·' 
CollllRission poli~y. 9r; which is ot-herwise prohibited pj<thts:· cantract.,· ':_· :·· . 

:~_:· =·':·~ ·"{ .. ; _::,'r~- ~-~·~- ..... -~----~·-,_-~,~-;~:~;: :.:~ __ \. . ;-~>__·._· 
lO.··:With'.re~pect -to· .. each Hem o!-_GovEI_r-i'ul>bnt·.property located'_ 

-at the Contractor' 5 Hicl:c~ville, Lopg Island· plB.rit,··_:not· sold or· otherWis~ ·. 
disposed of bjr the-Contr.actor•.or acqhlr~d by the-.Cohti'aetor pur.:nijlllt to.­
paragraph 8 above, 'the 06vernment~-Yithin one hundrea tVontt'days follo~­
ing the temination. or· expiration of the period of performance of. this,:.;_ 
contract or any -extension& tile reo!,': if it has not: exercised the option . . . 
to purchase said plant as provided in '-rticle VI 1 :OPTION IN THE GOVERNMENT;·, 
shall abandon or remove 'it. · .,__ · ; 
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(a) In the event the Oovemll!ent occupies said plant pursuant 
to subparagraph d (ii) of paragraph 1 of Article III, TERM, TERMINATION 
AND EXPIRATION, the rignts in the Govern11ent to abandon or remove eet 
forth in this .paragraph shall be suspended during the period of such oc-. 
cupancy and the one hundred twenty day period during which. the Government 
nust either abandon or re11ove such property shall not co~~~~ence to run until 
the end of euch occupancy. ; . 

. (b) · Prior to deterlllina tian by the ,,a~¥eZ:::·.~ t:;t~;_:,_abandon .:or ~.remove 
said i te11 :the Contractor agrees, if 1;he Governli!,liltZ:sq·~reqliilsts, ·.to .l~e-gotiate 
with the Goyertlllellt: hl •good -f~ith::to .purcliaee·~:s:roA~i~em·.'!ltfa :pri~e- llli'iUally. 
agreed upw;_ ·it being understood,·-i·however ,: that;!~tJie::· .Contr.a.C:tor. shall not . 
be required'<,to,-negotiat_e ·any·.prici! ·in excess ·of-._;the. value.: to. the··: contractor. 
of said: :i.teii •. .-_ ·· · · · · · ·-;~.· ;;,: · · .,. ·. _-.. _ 

· .. d):·~-::rn· .. t~e e~~t .th~. a6~e~~t- r~qt:~~:~n; ;~~~\teli- ·or·-~~e~~- · .. _, 
Jlent proper.~y':libich'J•s: st-ructurally incorporate'ii{~;:_~- ~-il!lJ.ng oo·the'}. _.: .. :·· ._, 
Hicksville . ~i te, ·either,•·: dire:ctly :'{)r by_ Kieans.,or[rlts':-t·9Unda:tioii5 ,\acce'libory :(· __ ,_ .. { 
piping· or·' fristiuren~_att'oir;_,:t)lil;,ao;;enmeilt--:!Jhiiil~re:S"io}:~:,:tli~; pert,inen.~}hor-·--t. .. ·_J_;-:_1:--

tion of the-.-contractor.l':ii '"structlire;--to, · 81ib:itanttaily--ttie-'coildf:il.czi: iii..:.:.<- .. : __ 
mediately_ p~ior. .t9 tiie~:incoi:1Jo.~a~on-;.there1n ·0r{~,tile;-.-f~ifo( p~opertf·:e.Xcep_t;·.. .~ ·· 
for reasonaille·:weai-•'an!{:;tEiilr,~and'aitC·apt'-.for·danagef;lij-~fir.e};e·~losi:Ort;~or:, .-; 
other casuaity"~ . · 'i'h~ · Goveriimtit ''agrees .-:tl1ilt. in ·:tl!e\event·:: the. Cori:t:i-actor .. · 
requests, -iri' ueu: 'o<-: ~\fch':~e~i?rat::i.~~ •. rest'oratl:~n'·(t6':_a::coridi tio'i-. _otb~i' ._'. !.' .• 
than that. set· forth '-in-~the:_p'ie_ced1ng sentence; to -restore .in accordance . 
with the Contractor1_s· rjiqi.test·-'if the Comni:i'sion\.de.temines 'such alternative· 
restoration _will be·.in.''the ·-interests .of the Oove-rnW!ent . 

. · -~ 

(d) There 'shall' be-no Charge to. tOe Governitent by the Ccnt~a:ctor 
for the· storage of such. property (1) for any period during which the : . . 
Governnent may exercise the option set forth in Article VI. hereof, (ii) for 
any period during_ wl:iich the_ Government may elect_, in accordan·ce w_i th this -
paragraph, to abandon or remove such property, or (iii) during the period 
of the close-out of this contract, · · 
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ARI'ICI.E VI - OPTION IN. THE GOYmNMENT 

As part or the consideration for this contract .the Government ·here-· 
by is granted tre option set forth in the following paragraph. This option 
may be exercised by the Government, by written notice. to the Contractor of 
such exercise, at any time· up· to one hWldred Twenty (120) days a.rter ·the ex-

. piration or termination-of this .·contr.ict:~~{ .in the. event of occup~cy._ by ·c 
the Government pursuant to· subparagraph d(uJ-~ pax:agrap~ _2 of Article Ill, . 

. TERM_. EXPIRATION AND T.EIIMINATION:,. at a.rv::tilile ::during.·sidd··occupancy.' ' · 
. . . . :. ~ ·.: . -. 5 .. ···::'·· ... l . .: : .-;. 

The Go_verrmient.may,d_f;.it so elects:,. purcli.a.Se, and: the .Contractor 
shall, u·requested to do so by-the Oovefnment;. sell, to ·the'."GOvernmentj (1) !. 
the land and buildings owned ·by ·the Contractor, as of: the· date of .execution · 
of this contract by· the. Contract,Or-; at-Jlicks.rllle ":lJi._;_tiJ,;, '1\)wnship ·.or: ()yster . 
Bay-, New York~ and. all additions--and :lmprovements_;-tc). said. bUildings: am.- land, 
subsequently · acquired. by the ··pontractor • .: tli the event:: of; purchase· purinw1t · 
to the preceding sentence, .thil -Government· shall Paiithe Contractor the .pur­
chase· price pidd by the. Contractor' for sail:t·builc!.iriis ·:an& lind -plus the. cost 
of acqull?-ng sidd .addit~cin8. and")mjJrovemO"nts less~. withoUt duplicatio[!, any . 
costs _of acquiring. sidd::addit.foiiil -and:imp!O.wmerit_s :for~-:Vhich tM _Col}tractor · 
is reimblirsed ci_i;henriile_ ·under:: this· contrac1f;-and the< depreciation of -said 
buildings, additions'· and iiilpr:ovements. For:: the purposes:of ·this paragraph, 
the purchase. prictl ·of. sa.idd~mr:and. birllditlgs includes: c],oiling . costs, and 
costs of .necessary' Pullding and: use perml:ts· apd :virianceiJ~ to the extent' 
that the Contractor."is not-reimbursed othsrwise for such costs Iinder this 
contract. Deprec:la:tion·_-for the purposea·:of this paragraph is def~d as· 
the depreciation· alloWed- or· allo~le to· the Contractor for tax purposes in 
accordance w.i th Internal llevenne- Code Section 23(1). 

ARTICLE VII -~ 

1. Whenever any invention or discovery is made or conceived -by 
the Contr:.ctor or its employees in the course .of any of the work under 
this contract, the Contractor shall furnish the Commission w.ith com­
plete information thereon; and the Commission shall have the sole 
power to determine whether or not and where a patent :.pplication shall 
be filed, and to determine the disposition of the title and rights 
under any application or patent that m:cy- result; provided, however, 
that the Contractor, in any event, shall retain at least a non- · 
exclusive, irrevoc:Wle, royalty-free license Wlder said invention, 
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diacov•~• application, or patent, auch licena• bein& limited to the . 
manu!aature, uee, and eale for purposes other than u.e in the production 
or utilisation of !ieaionabl• material or atomic en•r~r. Subject to· 
the lioenee retained tr,y the Contractor, as provided in thia ·Arti~le, 
the judcm•nt of the Commission on theae mattera shall be. accepted as 
finalJ and the Coqtractor !or itael! and !or its employees, acrees 
that the inventor or inventors Will execute .all document& and do all 
thinta necessary or pro~er to car17 _out th• jud«JJlent··of :th• _ Colllliuion. 

·=- --· 
2. · · No· claim for pecuiuary.award or- compensatfoil ;under the 

proviafona of the . .ltolllic !nero- Act. of .1946. ahall be_ aaserted :ey the 
Contractor or its: employees with respect to lilY invention or discovery 
.made or concei~ed-in the course of: any of the work under this contract~ 

-:: -
· ). .Exc-ept .as otherwise·. authorised in writin& by the 

Colllllission, tlie::.·contraotor. 1dl.l. ol:ltain patint· acreements ·to effectuate· 
the purpoaea or paracraphs 1 and·:2 of thia' . .A.rticle frau all persons 
who perform any part· o!. the work under this contract; except such · 
clerical and manual labor· peraonnal as will not have access to 
technical data. · 

4. Except- as otherwiae authorized in writin~ tr,y the 
Commission, the Contractor will insert in all subcontracts proviBions 
making this Article applicable-to the subcontractor and ~ta employees, 

~. The Contractor shall ~rant to the Government, to practiae 
or hav.e practised, an irrevocable, non-exclusive license -in and to any 
inventions (whether patented or not); secret prooeasea, technical 
information and techniques of production, research and.plant, operation, 
which are dhectl;y u.t1llooddly;:the"Contrll1lto;r·:in. tha perforilwlce .of the wrk 
of th1s contract, Such licenae shall apply to the JDJ~,nufacture, ulie.' 
and diapoaition of any article and material and to the use or any 
method or proceas, Such licenae shall be limited to ~overnmental 
purpoaes related to (i) production of fissionable material, (ii) 
utilization of fissionable material, and (iii) utili~ation of atomic· 
energyJ provided, however, that the !ore~oing shall not limit the 
Government's right to sell, or cause to be sold, all products or by­
products not UBed by or for the Oovernnent which result or remain · 
from the use of any invention, proceas, information or technique to 
which such license applies. 
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ARTICLE VID - RECORDS AND ACCOUNTS 

1. The Contractor shall keep and uiaint:rln a sep:u-ate and distinct 
set or records and books of •account together with all related memoranda, sup­
porting documents ·and correspondence~ showing all allo=ble costs incurred, 
re'Venues earned, fixild fee acruals and the use and disposition of all Govern-

. merit-owed prop~rty c_oming into -.the possession of the Contractor under "this 
contriic.t. The ·contractor shall' accurately record its financial trans:~.ctions 
h6reumer-iil said-riicoros arxrbci·okil of account •. The system or accoti.nts 

.employed'by' tlie ·contractor' shill be in a7cord2ri.ce with -g~erilly :~.ccepted 
accounting ~rin~~p~es ~d su~je~~ to the approval of the Commission. 

· 2. · IDccapt 'to the ~e~t,- if any, otherwise. apJ)rc;>ved by the Cormnis­
sion, 'all'~ecords; books· or account, memorand:~., supporting documents and cor­
respondence ref~rr~d,_to in p:u-agraph 1 above 

(i) s~ b~ the property or the Government 

( ii) shall be kept and maint-ained at the prinCipal site of the 
work'referred to in p:u-agraph.l of Article II, SITE OF 'lHE 
~t . 

: -· . 
(iii) shall- be subject- to audit- and inspection by the COmmission 

at''"ill i'eilsoriable times and the Contractor shall ;.£ford ·the 
Co~ssion·p~per·facilities for such inspection and audit; 
ani 

(iv) shall be" delivered to the Government or otherwise disposed 
ot-·by the Contr:~.ctor either as the. Commission may from 
tiliie t.o"tiilie direct during the progress of the'work or in. 
any event ··as the Conirnission shall· detei'mine ·upon complet:ion 
or ·tei:'min;.tiori or this contr:~.ct and final :~.udi t of all '" · 
;.ccounts hereunder.• 

3. 'All records in the possession of the Contr:~.ctor related to 
this contract, except those referred to in p:~.ragraph 1 above, and in Article 
XVI; SCIENTIFIC AND TECHNICAL DI\TA, shall be preserved by the Contractor 
without additional compensation therefor, .for a" period or five (5) ye:u-s 
;.fter final setUement of the contract or otherwise disposed of in such manner 
as ~be :~.greed upon by the Government and the Contractor. The- Goverment 
shall at all reasonable times have the right to ex;.mine, make copies· of, ani 
borrow said records, at no cost to the Government;- provided, however, that 
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except as othenrl.se :~.greed upon by the Government :tnd the Contractor all 
such reco~s which be:tr :1. security classifica~ion :~.t the time of completion 
or termination of the work set forth in Article I, SCOPE OF THE lmK, or at 
the time of the expir:ttion of this contract, shall bec0111e the property of 
the Government at such- time and sh:tll thereafter be delivered to ·the Govern­
ment or otherwise disposed of by the Contractor as the C01!111ission sb:tll 
determine and' provided. further th:tt neither this par:tgr:~ph ·nor :u:iy _other 
provision of this contract shill be deemed to require the Contractor at its 
unallowable cost to store .-or; preserve records:which bear_'a -security_ claBsi-
fica.tion. --:.· · -· -· ·-. ·-· · 

ARTICLE II - PROa~RmENr AND SUBCONTRACTS 

1. Approvils; _: 

. a. •. ·The COntractor shill not enter. into. ~Y =!Ubcontr:~.i::t with­
out the written approv:il o·f :the .. Commission of its terms _ancf,conditions. . 
For the purposesof this_p_:u:agr:tph, :~. subcontract·fs·defin~d as ll!ly·.contrac­
tuu arrangement .( wliether.::or..~not. in the form conmt{rily ·~fel';:ed· to a:i :~. "Pur­
ch:tse ordern:) with a·_:t4fril.party for:the. perform:mrie cif ,a spec:l,fic part ot 
too wrk· to. be;perfo_r~~ ~der:·:this contract; which afl"a!lgei!ient is specifi­
cally made :for·;such:per.:ro~ce and the cost of which ·'is; apa.rt :from· .the · . 
provisions o.t;;:thill parifiir~pli): an illowable·cost tindar:·.tliis;l:ontract:.• except, 
however, a.rrangE:meilts_:·cov~ribg (i).-the furnishing of a' basic raw-materiu, · 
(ii) the furnishinif of\a )itaii.dard COIIIllerCiU Or c:ri;uog item, or- (iii) the 
employer-employee· ralaticiih·, ._ - - -

·. - -· - .... ~... _,._. ···:.: . . . - . - . 
b~·- T~·:cio~ilsion reserves the right, f~m time to time, by 

written notice· from .thelColnmiasion- to the Contract~r (i)•>to make any. or all 
other· commitments or; classes·· of co1m1itments hereunder '(other th:tn the con-. 
tractu:tl :trrangement!s referred to· in a. :tbove) subject to, ·and to require -
their subud.ssion for, Collllld.ssion :tpproval, and (ii) to make·.any or :1.11 
methods, pr:tctices, and procedures. used or proposed tO· be used- in effec.ting 
:1.11 arrangements and collllllitments hereunder subject to,- and to require their 
submission for, Colllllission approru. In this regard, the ·Contractor :tgrees 
to prep:tre and submit to the- Commission for review, within thirty (JO) d:tys 
after the exeqution of this contr:tct (or :~.ny extension thereof :tpproved in 
writing by' the Commis-sion) , wr.:i. t ten st:t te100nts of the drlly' procurement 
pr:~.ctices and procedures to be used :tnd of the opjactives intended to be 
:tccomplished by suchpr:tctices :tnd procedures. The Contractor will not use 
any procurement procedures prohibited by this contract· or which the Commis­
sion h:ts :tdvised the Contr:~.ctor are contrary to Conrnisslon, policy~ 
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. c. The Contr:~.ctor sh:~.ll obt:l.in the prior lll"itten :~.pprovli of 
the Commission· before ( i) purch:l.sing motor vehicl.es;,· airplmes, typelll"iters, · 
printing equipment, helitim.or:alcohol, (ii} leasing;'purchasing, or otherwise 

:· acquiring real property, (;iii) procjlring ~-item or s_ervice on :1.'_ cost;, · 
· co's_t-plus.:.-ree ·or. 1 t.ima'·::lnd· m:~,:teriils' basis, (iv)· p'urchasing ariy -ite'm:which 
·the Commission: specifies is tO' be· obtaiiled froni indicated 'Government .sources, 
md (v) purchasing. any·:ttein at a ciost·.in-excess of $2jooo.;oo, \mere.~oj>:iyment . 
for'tlie. cost 'or·; :my. action·~5pec~ed ·in-;(i}· .. thJ:o'il,glii.(y) :-W!U·;~· ciaimed -'.:·, ... ;_ 

~-rF~~~r-~~_;\:~t~~{:~i~~-~~~~~~~titJ:~~{r·;f~;~~J.~i·~~tii~~i~t~· 
this pr6vi'sion;.1.s~liilv~a-.'fii .. wi ~iif&, liY.-, ·tne',;bOiJmD!S"" ey::: stibi!OritriSt;-or.\;.' ·. 
other . comini tiDeht in·: exc~s's{'o~.otia~ U.UidR?d :i>:Oiiars'~:: ~:~~a ~~at~ito'r tm. 

'·· t>uri>6se·. <it: ~tli-~e~l::~e'~~d£ir..;· .. ~~iC!i"~qc~#~r:li'Ci~!!:~9i8~±ngf~h~~~i!iP.~er- · 
. ' eiripio~e ~}ii~~¥.~$(1!~~r~?:,t?~e~~g_· ;c£n~r'#,i:~.:v;~'f:cd.~liJfJ:~~t~) r~:~~-~{!!lia.ra-
.·. iri a· provision:::tliitt;·suc·h · coioid.tiililnt ·is ass1gri,abl-e'.:~..:tl:ie,.Go;vernmeht;.-;.ihB.er.t ;. 

tha'rei~ ill.::~tiiiir:t.'·-~illio'ns}i-eqili~·;l,y_',liw 'oti~·~···'"rJ's'S1$;r~ '··~a ~t:tre''- ro-

; 
! 
: 
·I 
I 

;(;i:~).~th~:.~lllfd~ftJr:.o,!Jt.Jii 
e ... ~{l.u.~.<~p ... vCllnlDlen .. s,,...,.,~m ; or··~r ... orman::e@._unucorO:- ....... s~cO~ITor~~Cw-.. ~ ....... "'"' . 

1~~~1~;~~-~~t~l=~~~~J;i~rt:~~¥}~~~~~~l~~~~*-~t~.~····. i 
and Fedaru·:.s .~ ·J.;Y:semc'~· · ·and· (ii)::the• is ... "';of.i'itu~x · ... :tioiLc&tJ::fic:lte. s 
pertinent: to<:-:~hiproc'tlrein~riti'a ~-:,. Tm -::action ~tlic>rize'ir-~ ~-•:aeil!iea~ m' .. 

~:~·!:!i,j;t~~l~r::r::;::18]~~lf.; 
1. In perfoi'nlillg "j::he· wrk :called for .. imder .·this contract,; the·. Con-

tractor ':• 
. .· . .~ .. ~· .. 

( i).· a~n: utilize .its beat efforts; ibui~-h6ii\an~ alinity; ::. 
.. . . ; . :· :.. . ;: . . . .. . --~· ; _,·.: .. :;_. ·.::. V<' . ~ 

(11) shill·uf.ilize .. its best efforts. to· hli.Vt!;:the \Drk e:xacuted 
. ; in t.li e' most: wr!Ciilanlike .manner bY.· 'qliillfied ;: care:rui. and : .. 

. . : iiffii':ien:t'liOrK:e~s .. in .. strlct ccin£Drmiti;with>·thil·best, : ... , · 
· ... ;. ~ttilid~a·iirii.ctices (subject tO the .:CU.rections':b.r'tth!i" · 

: ~~~-~~~~~~?/_ :;; ., .... ·. ·.- '{:':~::·:··::,:;,,:~-- ;'i{}~>'iC~;! .::.: .. 
(iii) shill' utilize"i~a 'best·:effi:irts_: t(j: prav:idii:.sur#cient<tech'­

illcil~ .suj:iei-Visory ,. :idministrR.tiye .Cilndccither. IiB.ra·onhel·.}to'i. ·· 
insure .the:proiiccution of the--work··:in;-acd'ord:l.nCe\ldtlij'ie~ 
tinent production or :other pr6~~ss sc!le.~illilsr} :['(~;)''\ -
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(iv) shill, if in the opinion of the Commission the Contractor 
.falls behind aey- pertinent production or other progress 
schedule, use its best efforts to take such steps to im­
prove its progress as the Commission may direct; and .. 

(v) shall, i.f in the opiriion of the Commission,; the Contrac­
tor!.s. personnel or other reimbursable cost·s are excessive . 
.ro:f'thi! proper performance o£ _this.-~contrict, make s.uch pros­
pective reductio~ thereof as tlie-;toJiiniii·s:ton may direct. 

2. JJ- ~r~-~.f- tllis.-~nt·~ac~ ~- ~~j~~~-: ~t{i) the general super-
vision ·o.r too;::cOimnission, and (11) t~e ·Commission.: authorizations, approvals 
arid :di..rectionil: o_therwise provided. for in this eoritract,' .. The Contractor shall 
proceed in the~·perD:irmance of this contract :and· shall place emphasis (or 
rel:i.tive· emplWJis) on· .the V2rlou.S phases· of the .. w'rk' of said contract, as ·and 
to the eXtent·~,rti·qu~sted by the COmmission ·fromjt#\il":.to'·'time. The .Commission 
shal·l· have tlief right .to inspect in such nianner·;anc:I·.-at··such times as it deems 
appriiPrfate,·il.t:'activities of the Contractor iiljFor· related to the course of 
the wr~ ~~e-~;_. ~_!iis contr_act. · · · _:·:: ' 

. · · ·j·. :~~""": boi:it~a6t~. shall keep the 'co~;;ion My advised of its 
progress· hereunder and"ot .. the difficulties, u:any, :which it experiences and 
shall" prepare'::arid subililt ... to othe Commission,. in such quantity and .form as may 
be directed by tlie comriiissioh.· · · 

'·.: .... · ,: .. 

(i) :month].Y: pre·grass reports, 

(iij. iriterim· technical reports on completion of specific 
· ph2:ses of the w:>rk, 

(iii) ·production schedules, financial and cost reports, con-· 
strii.ctio·n· completion reports and· such other special 

.. reports· as m:v be requested by the Cormnission from time 
to t~me, and 

(iv) .a".fiilil report summarizing its activities, .findings, 
and conclusions. 

· 4, 1'he ·Contractor shall appoint from its staff an over-ill 
directOr of tl:ie york of thia contract. The selection ani continued assign­
merit to said wrk of this director shall be subject to the approval of the 
Conrnission. 
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ARl'ICLl II - COIISTRUctiOII, Ari!!!Ajlal Ca liiP.liK lrCU 

1. The Contractor shall not pvtora or have per!omed una.r thil 
contract aztT" construction, alteration or repair work in excess. ot 011'1 Thou., and 

,l)ollare (111000.00), includinc painting and de.coratillf:, without the prior 
writte11 approval ot the.CCIIDia.aion. 

2. In the ·event that the Contract.or, under thia contract,· s>ertol'"ln. 
or h,u -j,ertonedJ ·. conatruotion,. ·alteration or repur;_work, ·includir~~ ·paintillf: 
and -decor~iiirll·;_'llhich;work: :ia .within the a cope .-or.; the. Davie-Bacon J.~t (Act or 

-Xarc~;:J,_,l9Jl,.: ·c.Ul.,.Seo.·l,·.46· .. stat.-l494,;,aa uiendedJ ·4o u. s._ Code 276 (a) 
_et eeq:~"):, ~e:·:tolliJifiD& pro~ilione llhall applY. to··auoh worlct 

. ~'- a. .111:~~~~~~~~-~~ ~:la~~~~----~pl~ed ~r :~-rld.ll( up~n the llih 
at -~e wor..lc, .. _or;, under :th~ ·oouaiD& .let· _ot 1949 _.in .the: conatruotion ,or, devel.op­
ment-·or the .project),~~ ~ paid wioondi,_t.i-onal.lT: &11_d ·not~ lea_&. otten. thim_. once 
a Wei!lc, .and ,'llithout· "ubll.quent. deduotion .or ;rebate -on· ·any_aocount .. ,(ucept_ auob 
~ell !leductioiul u are pena.itted by.t.he A!!t1-IC1_c~.ok.Relul&tio1111:(29 C;f,R,. 
P~ 3) h th•. t~ll _a~~ounta . due_ ·_at· the tiae ·or pquient ii~puted at waie ratee 
_not lese than. thoae .. oon4].ned in ·.the wa~ · detemiliation .decillion .or the. 
Se~·otl.&~r, tci:.l:,e-~nillhed to the Contra~tor by the Ccmmiellionand 
which 'rlll .. be.·a~tached:-:to.--J.ppendix "1~ .and,ude. a_,_part thereor,· re&ardlellll or 
any oontz:aot\lal.<l"elationilhip 'which ilq be: alle1ed-·to · exiot between the Con­
tractor or .eubO.o:ntrac~or·.'and.".auch laborera and mechanics 1 and the wqe deter­
lllination decie,ion ehall be ·.potited .by the .Contractor at the llite or .the work 
in 11 promiilen~. }U.ac.e :wDere--i~ can be oaail.y; seen by .the worlcera. 

: b, '):he ·_canmiiulion .JD.aT withhold ·or ,ca\llle to be- withheld..:trc:m the 
Contractor .II(!, muoh of .. the aoorued pQJ!entll or advan_cea .u aay be conll:l.dered 
noaesa1117. to pa3·laborere. and 'JIIecb&nicll emp:!.oyed -bf tlie Contractor or :an;Y eub­
contract.or ·on ,~e work· :the ·tilll amount_ of, ~~~~ell reqUired .br the_ .. contract. :In­
the event of. failure to pay."--any ·labOrer .Or mechanio employed or worldn,; .on the 
aite or .. the- work or under.-tl:io. Howsin,; . .let :p{ 1949 in the coru~truction.'or 

. _developunt o! the project~· .u .or part o! the wa;;ea" required b)r tho. contract, 
the Cc:zmiuion 111171 •. attlll"_ writt.en notice to ,til~ C.ontraetor, 11ponoor, ·applicant, 
or -owner,· take auoh action _u may be. ne'?eos~ ,,to aawse the ouopiiilaion .or 8J};f 
·further pa)'lllent, advance, or ,;uarantoe of. fU!ldll until ouah violations have 
ceal!ed, 

c. (1) Payroll record8 will be-maintained durilll: tho cour&e 
-of. the wor)c ,and preserved for 11 period .of .three (3) years thereafter tor all 
la.borer11.and meohanic~ working at the Bite of the. work; or under the Houoing 
Act of 1949 in the conotruotion or development of tho project, ·Such rocord8 
will contain the name and address or each. such- employee, hill correct. claosi-' 
ticatio·n, rate of pay, daiJ;r and:weekly n"umber.of hours worked, deductions 
made and actual wages paid. · · 
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(2) The Contractor will submit weekly a certified copy of 
all payrolls to the United States Atomic Energy Commission if the agency is 
a party to the contract, but if th..: agency is not such a party, the Con­
tractor will submit the certified payrolls to the applicant, sponsor, or 
owner, as the case may be, for-transmission to the Commission. The certi­
fication will affirm that the payrolls are correct and complete, that the 
wage rates.contained therdn ar.e,riot.l.ess.than tho~e detennine.d by-the . 
Secretar,y of Labor and that the classifications set. forth for each laborer 
or mechanic coru:orm. with tho,voi:k he performed •. Tlie.Co11tractor will_.~e 
his employment records available ·for i~spection·by authorized representa­
tives of the Conmdssion and the·.Department.ot":Labor, .ilnd vill pendt. such­
repres"!!ntatives." to· intervie¥ employees -~uring \o\:>t-king honrs on the .job. 

d·~-- AppreDti.ces wiil ... be penulttE!d io ~~~~k '. dnly under a bona 
fide apprenticeehip_program-registered ldth a ·s~te··Apprentice6hip Council 
which .is ·recognized by the Federal. Collllllittee on.-Appr.enticoehip, u •. s. De-. 
partment of LaborJ or if no sudh.recogntzed•Council.exists in a State, under 
a .progr<lll\ ·registered .\L.th-the Bureau-of:Appreilticeship, -U.S, Departmnt of 
Labor. 

• · .. e •. :-The Contractor Wi.ll.cbmply with the .regulations. of the 
Secretar-y of. -Labor made. pursuant tQ. the Anti-Kickback. Act of J11ne 13, 1934, 
48 stat. 94~J .62 stat.· .740i 63 .~tat. ·108; )8 u~s:c._ 874, · 4o· u.s.c. 276 b, c, 
and any .. amendil!qDts_,.or.modi!'ications •.thereot:,. will, \I&U&e. appropriate ,provi,- .. 
sions. to be :in~rted:iin ·;; sUbcontract"s to insm:e • cOJitplil(neo _tlierewi thi by all· 
subcontractors;_eubjilct. thare.tc3,·,amd .will be responsible for the sul:miasion of 
affidavits. reqU.ir.ed• of sub.coqti:&l!tors thereun;!ar, :except . as the secretary of 
may specifically ·provfde for·: rJaitonable !lil!d tiitioils ~ variations, tole ranees 
and exeMpti~ns -fr6Pi ·the .requi~~l"!ts tbl!reof. ' · 
. • : • ·.\ ,_. ·,. ,c 

i. 
f. ·The Cont~actor Will- insert in each of its subcontracts the 

provisions set forth ·in:stipulations."(a), (b), (c), .(d),. (e) nnd (g).heraof, 
and such other stipulations ·,al!.".the· Commission ·rnay by appropriate instructions 
require, 

g. k Breach of· s~ipulations (a) through (f) may·be grounds for 
termination of.the-contr~ct, 

ARTICLE XII -.EIGHT-HOUR lAW 

No laborer or mechanic· doing any part of the work contemplated by 
this contract, in tbe employ.,of -the Contractor· or any.-subcontractor con­
tracting for any.,par.t of said ""'ric contempla tad,.· shall be required- or per­
mitted to· wi>rk"more than eight :-liours in any one calendar day upon- such .work, 
except· upon· tha· ,condition that ~o~pensation is. paid'·. to such laborer ·or .. :. . 
mechanic in. aci::o.rdance with the provisions· o{ this· paragraph of ;the contract. 
The wages of. eyecy .. laborer or mech!lllic ·employed by the Contractor. or any .. ·. 
subcontractor ~~gaged in the perro~ance of this '·contract shill be cornpute.d 
on a basic day rate of eight hours·per-day . .iu:td "~tork""i.ri excess. of -eftht;:hoiu-e: 
per day is penirl.tted only upon the condition that every such.laboNr and ." 
mecnanic shall be compensated for all hours worked"in excess of ·eight hoUrs 
per day at not l.ess than one and one-half times the basic rate of pay, For. 
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each violation of the requirltllllnt:l of this paragraph of the contract a 
·penalty of fin dlllars shall be i.llposed upon the·. Contractor for each laborer 
or mec:hanic tor enry. ·calendar da;r in which iluch euploJ11e i• req~tired o~ per­
aitted to labor JIOre tlun eieht hours upon •aid· vorjc,vitbout receiYiiJc. · . 
compoin·sation co~~~puted in aci:(lrdance vith this pararraph o! the contract,· and 
all penalties.- thus imposed IIJlill be ·vitbheld:.for th!'. use .and benefit '.o!_,the . 
Co ieuaaaa~ a · ·l'tv tide d1 '·'l'!Irl-:-.tfr.hr.rtipui~sli'al1:. be s abject · ta-=rll: ;ra~e~ :· 
to 't.he ·eicwption~ 711ld .prv:li~iiJns~;-tizht·,.fiOur:Jimnl.-ali:.·-aet _forth. in~·tJ;.·.S.'; , 
Coile.·. Ti.tle;:·hO·, .. ··&icticin8\'32l',"·J21f;-":-;J25 ;· 325.:) ancl!'J26,· ·.wbi'cl('ralate ·w .. bo~·· ... :.. , , . ., lr~:~~rri:~!31~:fiS£d:f~L~I ~; ., ' .... : 
!allure. ·to•>sir.te&llard. iillf',llate.ritl::.JUrkad· .. as.;-~~~~~y ;.lnt():naation• that· 
JDa;y. coma .':tO::tile::eontracto-r;"ror'· &i:&. 'jieraori·-~~der. itli'-)lontrot~··iJi.'coiinectiOn; 
with .thO: 'v~~kt.iuid.~rlthiit '~contract.:.Jilq ._Jiulije·dt .~c(cCiiitriiotOr j; us· :acellts, -:. 
and empl~ye~ee~.'to.:2criiiliiil: .lia.l;iUit)",i'unda~~'tlii lna')l_t.: ~~it;: united states~~-. · ;'... : 

· Se'e··.tli• :'A~iido··~eru;:.Aet ·o!' "194~:, )So 8tat~').5~; 'as',mende~,.':nt~e · 42i United' .. 
:Jt.ates Podci; Sac~_<: 18ol;:·et~ -:seq~~· See ll:lso··r~tle·l.&;.', United 3tates,.CO~,\·Sc!ice4 . 
791 to .796, . ."bOtli':<incluaiTe;''and ~eailtiTD :ordar:··Ifo• 10,104;-.·rebruary _l,,.;1.9SO, 
15 F. R.-:597 •. ~--.:~:- · .. '. :_.· .. ·: ·; - ':/. _\: .. '· _ ... ··/ .': . 

. ·:·. 
2• ·: Tli~ .. Contractor' 'agre!'s'-· to contoi-m to ··an· ll;curitY. regulatiollll. 

and r~quirement:i: of-the. ~mini9-sion. Except 'i.s 'the :CoJIIJIIi.ssion·IIIIIJ'· authori~e·, 
in accordancC[I·vith ·the'·Atolirl.c.'.!nergy Act of·l946, ·as·;.anaended, the Contractor 
shall not p~nnit': any .. iiicU,vi<lual:· to have access -to reii.trictad data untU the 
designated investigatiiig' _agency shill have made an investigation and report 
to the Coruiiaaion' on the character, ·associations, ·and lo,-alty ot 11Uch indi­
vidual, and the Cormuission· shall'.have determined that penaitting ;Nch.:person 
to have Rcceso-to··restricted data.vill not endanger tha·co111110n defense and 
security, As used :1,n this· paragraph the term •designated inTestigatin& a&!lno,-• 
means the United States 'Civil' Service Commi:!sion or the Federal Bureau o! · · 
In~stigation, or .. both; as· determined pursuant ·to· the provisions of the J.tollic 
Energy Act of·l946, as aJIIen.ded by_ the .let of April 5, 1952, Public Law 298, 
82nd Congress, 66 Stat, 43. ·. The tam "restricted· data•. as used in. tl)is .p_ara­
graph means a];l data concerning· the manufacture or utilization o! atdlli.C"<',;'' 
weapons, the production of fissionable material, or the.use.of fis:~ionable · · 
material in the production ·of pi>wer, but shall not include RllJ' datil which the. 
Commission from tilllB to tiJOO detemines m:cy- be published vithout adTdrsely ·. 
affecting the coamion defense and security. '· 

3~ · Except as otherWise autho~b;ed in- writing by the Col!lllli:~:~.ion, 
the Contractor shall in:~art in ill agreements, made pursuant to the pro­
visions of this contract vhich m"3" involve security information, the provi-· 
sions of p·aragraphs 1 and 2 of this Article, 
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. hc8pt as otherwise ~~peci!icallJ" proTi<J.d iD thiJI contract, all 
. dilrpu.tes. between the parties vhii:h 111a;r 'arise·under, or iD connection vith, 

UlT part-or .this contract, prior ·to:rin.il.~pqjilen_t,~·.and.~hich~are. not eli•., 
posed or bT Jllltual. agree1111nt, llhall -~ deoi<J.d \iy . .i.' repru~ntatin :or:. the . : 
co~·:sion, duly authorized to •liperTi:se and adidnister :-pertonu.nc•: of:;' .the· : 
u.n<J.rtald.ngll hereW:ider; vho. ·Mall· :rliilu.c•. hill ;.deo'iaiclli';::tci,; Vri t!Dt:~ mil''*.u···-~·, 
'a cop7. o! uid;.decb.iori:. t!) the-_Contractoi'):'.IIUdi.dti~Slcii(iiliall b• .. ii,ii..t.'."md:· 

:n.::!i~ .: ·-~~~:!~;6t!O:.~~~::~;:~!~f:~~;~~{t~i!f:}~~~~·~~!:':·:·:. :::::· 
d.i• rro• -~~e :~!D.g ... _or ·.;·&1(1· ~il.tcihicin~::tfi:e·· _eoiitra"CtO_~.ii~.{&Pii~~.}fii·,.-ritiJig,·" ·: 
to ·the;: C<)imdsli~oii~· vhoa'e . vri~m .d.ecfsioni;thiirliC!#.Ji;o~(:~a.t~:or /i~'inliili' . .Utlio­
rir.ed representati-nj r,.Preaimtati-n·ii~ •'!lriliOii.rd:ti(but:fnot\inclUcl.iJig -~tbe:-.Coa-':. 
lllbB:I.on r.epresJ;ntitf;ve'~mention~ifdn•:·.tbe'•:ifrot·: sent'8ncil:"of '\tbb. i.rl.fcilel; :;, .. · 
milT lllithorizeil. fo deter..ii:me:·•ucilij.'~:/ai'Peal;,.;~ h·iiJi>))leffin.il.:;·and.:.~oncluai~e·: . 

. on the p~±e:i[here~~ .J ·u, mQ;: su·i:h-':dispute:. ~i'lee';;dlii-~·;peri!1r.&n:c• ,lJT~';: · 
the ·cont~.aotor.:.:or:~itil' ... linclertald.riga. here~der.';'-.:.t~e iCoritraC1to'r .. iibalFdlli_.·:, · ... 

=~·1i~SJ!.~~pf·l~fll~]!';f!;I;f.: ... 
. Upon''notice.:·rron -the. CoDaiasioQ. that.. ·IJUCh actiolidlkCOn~der.ed·~-.:... 

to be 1~ the inte:reqi~,'or· .tb.li ·cOnino~· detemu;·.:~d l!'eoti:dty;'::t~··contra.ctoi · ': · 
&hall (i·) denY,iany iimplo;iee::or-;othllr:~·perison 'acceas;:~o'.''t.bC .Bite of m;t,c:"l:·<·· 
tract undertakfu~tll pr:t,o · ~rea.tricted data" ..ii thAt .the: meaninli;· Or· th. :Atoi4.ci 
!nerg•&ct of -1946;.or'(fi)·:di~uiiso !rom ita undert:lld.nga under thili con,tract 
ail.y e~~ployee. or otl1e·r P.,r11on~' · · · · 

. - ~ - -
-.;· 

ARTICLE X~ -:-- SCIBHTIYIC J.ND TIDDIICAL DATA· -.-
., 

Ali compilat:i.ona or .li6iM\1iific j()d te~hirl.ciJ. 'data (tnclud:l.nl~ :~.not 
limited to, reportB, no tee, .drinrint;li, desi~:~~B, l!i>ecificationa- and 1111•oralld•) 
furnil!hed or prepared by. the cOntr~tor purm~t· to,.' or:·deTeloped in--cooneo­
tion with, the Contractor I 8. undertaking!! Under thill contract, !!hill -be·· pteperty 
of the Government· and the Government 15hlll have ·the right to use aU:ch.:iaaterl.a1. 
in any mamer·and for ~y purpose wiUlout 11r1y ciai~ on the-part·ot. tlwi.-Cilii.:_ .. \·' 
tractor for additional compensation therefor. .Ul praviidon11 of par~repha 
4, 5, 6, 7, 8 and 9· of Article V relating to Government property are applicable 
to such material. · · 

ARTICLE XVII - SOURC!: .lND FISSIONABLE VA.n:IU.llil 

The Contr.actor agreeo to confom to all reltlllatione 1nd requirewent. 
of the CoDUiii..Dsion with respect to accountinp; for· source and fiesionable . · 
materials (defined in the. Atomic l"nergy .tct of 1946). · · · 
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.AJtTICLE XVIII - GUARD AND fiRE FIOHTDIO IDRcml 

·Iri · coime~ti'on:·.wi ~h it~;;;i~i-'k· 1md~l:" thi~ ·.·co~trict·; the Contrac·~: 
ahall prorlqe llil.ch' -~ard: or fire· !ightinr:· f1lrctlll, wi.th ·auch .unifoma·.arid /'·. : · 
equipiaent,;.-1!11 'tlie Cominisilion may:: !roii' .. tiae.:.~o._time, req~!' or ·:app~oTe'l;~-:::/ ... :' :·. 
The coat thereor;·&hall':be" deemecf.to'.be .an eli. able ·'cci'Btlf\_w-i'der paragraph:(Ji;.::··· !. 

·ins~ancii:l,poll~i-esi-, a·a 'ai:!': · ( ~)~_-re.q~"!ed .lli,, 1·~ ;~: o~::_ (~;'i)~'req\iil-eii b·,.- t~ .;-- · _ · . 

:, 
0~;~· ~~1_-_":;i[; ;~~fi~;~F; '~_-;_,~:ff~.~-at~:y;~ _ .. ;;~~; )ith@;.;~~fj~~;~{::. --~:: .. _.%- ·-+J:<·-· . -~-

_: · .'_ · '2.:.~,- ti:cept·.-fu;:othenrille: .direct~d;.)li,;the~:coansifi:orf~: •:!.n _..tJTe~7:"~-\-· .-. -:, 
. tn·a:~~ce·-.~li~~-~;~~~-~e-~Uni,-. .oh't;a;~Cip'(~#:.#.~r~c!:-~Ji.~P:~.:r~~~~:.:·'!i:~arfoii~i~_.{cj,l!,~,- . · 
mder· the:<c:ont_:r;a.~~;;· tf.e:~,\1~!1·: o:r:~P~~-!1-ranee: P~l:t.c::rc.e~~-~eont_~ni endor.'~.e!!? ), 
or other' r.ecitale ::{.i )t e~cludi:ngj·;, by:;: appropJCiate I1111guage i'' ~1! blaim '<in ~~the-:-· .' 

~:;:~~~:~~~~-~j:~r~\~~~i1e;t:J~~-d~;:~~~~krt~~~1i~r~~fnii,~~~~: :-t · 
!lt ·leaa,t -thinr~Hif-Mi!lp,'Pr~o,~-i.;11T.itten.l_!ot~ce ,-.by :t.:~si:~ter:ed'.lllaU ,:.to;=:1h_e-'-.'' .;·. · 
lhii ted Statio- Af,Oiilt'c)!n.(!rgf·.Ciilll!irl:eelon Qf- bond-;or·.:pAll'ey:,ql!llcellatio_li;- ,..,· ___ .. -'· ....... --~~~~~~fl;~~l~ ~~ .J~, :' ,, ·. ' .....• '', : .. 

. :Jbe Contril.ct<iz: .. lifial't.-notity the CoJrimieeiori:of llfly.tax, fee, 
assessment, duty• pr oilj~r.ch·arg~· ai!eertei:l 1n behalf,';of any State, county, 
municipality;·. o;·r:-·~y-.:,~r1;~cer/_comm1e~ion, body or'subdivie~oh thereof,.: 
( i) in connection -w.ith.f propcr_ty -which is· or will be·-'Government-o'IIIled - .. 
property covere_d by .trtl!:les.-:'v ;-VIII, and XVI hereor, .:(11) .in .connection· 
w1 th. any: transaction between the Contractor, and the- Government, or· (iii)- 1:n · 
com'lection with . the J'lliymente· by the: Government for the·: Cont,ractor• 11 ·per-· 
forman=e under this cpntract,· ond. shall refrain from :·paying same unless 
authorized to. do so 'by -the Commission. To ~he extent requested by: the 
Commission, the· Contractor (:i.).. shall take steps tQ.·cauile ·AllY such: taxee, 
fees, assessment&,,_' dUties or. othe'r ·_chargee to be paid :under;:protest·, and· 
( 11) ehall-.cauii_e to ··be assigned :to-.·the Government o·-r·· ifa' ileriigneee, any; 
lllld all rights--to 'the abatement,--refund or .other recoupment of such 
charges paid- unde~·pr?test. · _ ' ·' · _ ·, 

. J.RT:r4E ;·ill. _: NON-illSCRIMINATION. i:N l!'llPLO~ : 
:'~· . . . ·r. . .. 

:In. colmection --.ii tli the: peffornianc~· cif :Wi 66ri{r-ct, tlie ·d~i~a~to~~ 
.agreee not· to discr;!.minate against any enploy'ee ·or applic:'ant fcir ·emp~oyment · 
becauee of rsce;- creed,' color, or national orlg!.n; ·and ·fUrther agreeli.' to :- ·• 
ineert the· for ... ..,_.:_;i6 provillion in all subcontracts hereunder except eub..; ... 
contracts for ~tii!Jdard commercial supplies or for rn materiala. · ' 

-< 
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ARTICLE XXII - TECHNICAL··JJID PROFESSIONAL ASSISTAICE 

, \lhen, in the jud~ent of. the Contracto~, \~~ .. complexity and natur~ 
of the contract tmdertaldngs are such·as to require·.supplemental. e:q)ert. 
technical . or profeasional. asslatarice ;· serv,l.ces .. or aav'l'ce.':in connection.'vi th ,. 
ilpecial _phases·.-:ot ,a :technical .. character, the ,Coni:,rac~cir •may; '·14th the. vri tten 
apprQV!ll. of ;;tile' CoiDDiioid.onii~~ngage' or· Cithetvi.B:e·iobtitii~ _iiuch:·ir'app1ementil.:-'·: ·. ~ 
services-.'; :compenila tioii :itnd-;re_iinbtirsem~nt- tocl ii.Di:~ cone~~~- .engs'ged:;~auimt 
to thia aitlcl~·, shall be _ gov&nied 'by:~the · proti'si·on:Bi:ot/Aj'ipeildb: "A ~--.attached 

~~~;,~f~~1[41~~:;":~tjli·.··,•~~•n~ .. · 
· ·Nei ~ei::~·-this:: contra:Ct; nor any: interiat· -~.!'~il'l:~or claim- thereunder 

eball be. assigi:iedf-'o:r::-- transfet;Ted: by the·- Cont~ctOr~iixcept. vi th the 

~•"•• ·~~fxx~~~il?i~~; . : .· r ti:.'' .•• . . 
. ...,,WOen_ever 11J1 ~ctUil-1:\oi-;.pqteiitiallaboro .. diilpute·.-~terfenis ·or ·threa~ns 

interference• ~the the VorJ.{of;'thiB. contrsct1 i:ths (;ontractor shall ilDIIltHiiate:j.;r 
inform the CoiiDiiisaion of '_such"_di'spute and of the. relevant facts, 

AnTI6i~::r;, ~:· ·ca~JJr· AGAINST co!i;nim:~ ~~ 
. .-; . ...... . .... ~·. ·, 

1. The· Contra~tor.:::...;{f.rants that no person··or -~elling agency has 
been employed or retained~ tc{.solici t or secure·. this. contract upon an agreem~nt 
or understanding- for a coicirlilaion;· percentage·, brokerage·, or contingent tee~ 

. excepting bona: fi.de emplo;reea. or ·bona fide· establiabed collllllercial or sell~ 
agencies maintained by tbe .Contractor f'or the purpose of securing business, 
For· breach· or violation of this varranty tHe Government ·shall have the· right 
to· annul this coritract vi thout _liability or in its: discretion to ·aeduct frO!;I 
the contract price or conaideration. the full. ilmount .of zriu:fj• coa..tfttsttib~· 
percentage, brokerage, or contingent fee. · 

2. Unless otherldse authorized by the Commission in vriting the 
Cont'l:actor shall cause proviaions similar to paragraph 1 above to be .inaeried 
-in all subcontracts and purchase orders entered into under this contract~ 

ARTICLE XXVI - CONVICT LABOR 

In connection vith the perfonoance of this. contract, tbe Contractor 
agrees not to·employ any person undergoing sentence of imprisonment-at bard: 
labor, This provision shall not be construed to prevent the Contractor orfan,.-

- )0 -
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subcontrac~or from obta~ng -:!UJy,of the supplies .. or.:llliY componen(parta·!)r 
ingre.di,ents ·.to·. be f~ni~hed under:~ th1 s. con tract·. or· ciiny.· o! the rna i<!'l rl~~ ·.or 
supplies' tO be·.lised: in- ponnec:ition;:idtli~: tiie.' ~~fobnance';..ot~ tliis".·contract, 
di.rectly:·or :i..nd.ire"ctzy/from.:·anf~Federal·, !!tate· or .ter·f1"~9ri&Lprlson."!)r : .. 

:.-. prif!on i!l~!l!'~ry;~~-·p.~jidP,~,;:~~~t;s~~~-:·,~rt~11-~s~:.::m~!-Bfl~,~::~or,,sujlpg:~s:;i~r.e-:.~:.: ; .. ;, . 
. ·.. ·.not ·produced·.pm:suant. .. tp:,any,:oontttaot··or, otbn•:·at'ra!lglll!II!ID.tiJ,under;tvhl:~h~~·::., :·,~~-- .r 

1i/biili~II1t!~i~t:t,ii~~~~,,,i ~;~, 
IP ·.· .. ·as t.amebde<td~·l:·.Ui!it-ed .. ·Stiites,"()Oil.e. 35"~45):. ia,:.appllcahl.e;.; to~otbisr·contril.ch.:•.•. ·· 

n~~l.ii!ii~,~J.f;~,·~~'. 
· ·'.r ::.,~· IIWi~lll~ti,;to,.aJJ: ·oa.bia(.~.s, i&n~iiir · .... •.·: . . · .. ~: · : · 
. ·:":.:~ :te1$~:M.'i:.tfbnli'r."o -., he:::secrata~ ar: i"aoeir !t 2. . 

.· ?4;fti~~]~?::;;~i[Cf'~l •·~· :~ . 
· '1~-:- Ul!il9."1ls;:th8~'.Cmnnii'll•1on{-lih&ll .. diltftnnine::•itdo· be inconsist~nt · 

with 'iha.. pwS_llcWi'~~'-~st·;·•:-ofj~~;h~sst:j,oo be mif.lJ~sp~abi.4 /_til~ Co~~ rf~ tOt, ; 
it;~ subco~tr~:c~'frs_;.}and.;:a.ll·~~t~H~~en. :· o~ ~b.pplier~ ;iiball :~3e, \in::t~:: 
per!orm_ance·:.-o! ;~~~;p'!O!-"k~ ;::'nlyi·.s~c~·'_Uflmanufa~t~red, BtH~les, · :mate!-"lalijj;:!!!id . 
supplies. as.hilve.U>!Ien·'ndned: lJr··.prixluced in· the UOihd·'States., and• onl:r::;_3uch .. 
manufactured:· a~tit!l.es~ materials; or., supplies a6 -have .·been manufactured in 
the"Uriite~ Sta~s ·substantiaily·all·from_articles, materials, or·suppliils; 
min~d, prtiduee!!,"·~or;·manufactund, ·.as the .. c;ase 1118.Y -be;: in:the' Un:i. ted States. 
The provisions· of .. tbis paragr,.ph shall.·not apply i.f·the.l\I'ticles,.";rnaterials, 
or supplie"s ·of.t,he:.class: or·kA.nd to be used,. or the-·· ar.ticles, .matorials 1 .:or. 
supplies from which they_ are manufactured are: not. miniid, :produced;" or llanu­
factured, .. as i the· case may· be, in. "the United· States:'.in." sufficient. and . reason­
ably available :coinmercial quantities and. of satisfacior."j- qriallty~· · .. ,., · 

. • ' . • . . -=·-~- _;, 
_.:· !: -~' -· /~ • I ; • ,' • • • ·.: :~_. {:=~:~:;.: .. ·:_;~, •,_ J-~·= • • ••~··,·:· 

. :2 •.. Unless otherwise .. authoriz!ld by the Corruni£sioni in vrl ting/~·tm ·. 
Contractor. lihali· cB.ue~ provisiohs similar to parakrlipli: l·"ubove' to~ be ··ineettild 
in all· subcontracts and, purchase orders entered into ;u:nder this ro"ntract. · 
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ARTicLE· XXII - OFFICtiLS NOT TO BENEFIT 

Ho member of or delegate .to Congress or resident commissioner 
shall be admitted to aDy share or part or this contract or to aJl1 benetit 
that .ay arise therefrom, but ~a proviaion shall not be construed to 
extend to this contract it aade vith a corporation tor its ~eneral benefit .• 

. ... 
~~· { : ~ ARTICLE XXX -.RENEGOTIATION 

1. Thia contract ahaU be deemtd to contain· .. ·all the provi~i~.; 
reqUired bf Section 104 or the Rtnegotiat1on Act ot 195l (Public Lav·-9,_2" . 
82nd Congreas). ·. . · . · .. · ;.: 

. 2. The Contractor agreea to in1ert the prorl·i·ona. ot thia\-. \ .. 
pararraph, 1nol11liin« thia aubparagraph 2, in all llubcontracts apeoitle~· 
in Section 103 (g)" of the Renegotiation Act ot 1951·; proiided,. that thtt.: 
Contractor ·shall not be _required to inaert the provilliona• ot·thia:.paiagl-aph ·' 
in any aubcontract excepted bT or pursuant to Section 106· cit the Renegoti.a- · 
. tion Act of 1951. . ' . . ·. . . 

ARTICLE XXXI - SJ.FETI !ND ACCIDENT PREVEJITI(!{ 
... 

·The Contractor ahall initiate and· take all reasonable· atepa and 
precautions to. protect health and miniJa.ize danger from all hazarda to lite 
and property, shall make all reports and perinit all inst~Dctions aa. required· 
bT the Comaiasion, and ahall con!o= to all health and sa!etT regulations 
and requirements ot the Commiasion. 

ARTICLE XXXII - C<MPLIANCE lliTH. LA \.IS 

Except as othervioe· directed by the Commiasioil and subj~ct to;·the 
provil!iona ot Article XX, STATE AND LOCAL TAXES AND .FEES, the Contractor . 
shall procure all necessary permits and licenoes; obey and abide by all 
applicable laws, regulations, ordinances, and other rules or the Uni~d· 
States of America, of· the State, territory, or political 8Ubdirlsion there­
of, wherever the work io done, or of any other duly con•tituted public 

,authority. 

J.RTICLE XXXIII - APPENDIX •A•. 

The Contractor ahall abide by the provisiona ot AppendiX •A• ot 
this contract, as the Sll.!De TMY be modified from time to ti.ae; prorlded1·:· 

however, that in the event or conflict between the pr!)rll!iona of said ··' 
Appendix "A" and the other provhions ot this contract, tho latter shall 
pren.il, 
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ARTICLE mn - EJCAMJlaTION OF REC<RDS 

1. Tho Contractor agrees that tha Comptrolbr Genaral of the 
United Staas or any of his duly authorized represontatl:ns shall, until the 
expiration of three yaars after final payment under this contract, hav. 
access to and the right to examine any directly pertinent books, documents, 
papers and racords of th8 Contractor involving transactions related to this 
contract. 

2. The Contractor further agrees to include in all its subcontracts 
hereunder a provision to the effect that the subcontractor agrees that the 
Comptlo'oller General of the United States or any of hie duly a.1,1thorized repre­
sentatives shall, until the expiration of three years after final payment 
undar such subcontract, hava accass to and the right to examine any directly 
pertinant books, documents, papers, and records of such subcontractor involv­
ing transactions related to the subcontract. 'l'lN tenn subcontract as used 
herein does not incl\XIe (i) purchase orders not exc~eding On• Thousand Dollars 
($11000.00) 1 or (ii) contracts or purchasa orders for public utility services 
at rates established for uniform applicability to the ganeral public. 

· 3. Nothing in this contract shall be deemed to preclude an audit 
by the Ganeral· Accotmting Office of any transaction under this contract. 

ARTICLE "'JJ:fl - CtA.lliS AND LITIGATIONS 

1. The .Contractor shall give the CoiMiission inunediate notice of 
any claim against the Contractor or suit or action filed or co171llenced a.gainst 
the. Contractor 1 arising out of or connected with the performance of this con­
tract, irraspactive of whether. or not the cost or expense of such claim, suit 
or action, is to be borne "WhollY or in part by the Gonrmnent haretmder a.nd 
irrespective of lffiether the Contractor is insured against any risk llhich may 
be involved. The Contractor shall furnish inunediately to the Commission 
copies of all pertinent papers received by the Contractor. 

2. Insofar as the follo"W"ing mall not conflict "W"i th any policy or 
contract of insurance, and to the extent requested by the Couunission, the 
Contractor., \lith respect to any claim, suit or action, the cost and expense of 
which is or llould be an allowable cost as defined in paragraph 2 oi Article TV, 
or the proceeds of ~ich is or would be revenU.s covered by paragraph 5 f. of 
Article IV, (i) shall promptly do any and all things to eJfect an assignment and 
subrogation in favor of the Government of ~1 the Contractor's rights and 
cla:iJris, except as against the Government, arising from or growing out of any 
such claim, suit or action,·or (ii)" shall promptly authorise representa-
tives of the Government to settle, defend, or otherwise handle any. such claim, 
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suit or action and to represent the Contractor in, and take charge of, any 
litigation re:;ulting therefrom, or (iii)" shall diligently handly.any.":mch. 
claim, suit o:- action or defend· or initiate any litigation. in connection · 
with any such- claim, suit 1:1r action and in so doing, .shall consult lQ.th<.tho 
Collllllission as·· tlil \he uteps to be taken. and- shall othet:wlse endtfavor ·fn. g!)od.· 
faith to sub:ierve the interests of .the Government. '. · ·'; ·, ·'". ·,_·. ·.,. ··.i~·'· · .. , 

-;.. ~-- .. - ~ ': - ·-·~·- .. ~ -.. -... - . -- i. - -~~ ._···1-:-- :t:~- ·-},:. -t-:· :-i;- ~~:~- :_-~~~~_(~{--~;.~-. !: - . 

.3 •.• ·subject.to the- provisions. of paragraplf;2,:·abov.,- .. tlie ·Contractor· 
sllall diligentl:;: hll!ldle any._ clai111 watuoenr.;arisW.:,out:: pt-.. !Jia~~~·r.cl(~lt!,:~:~ 
or this" contrao~ arli· sqa1l:p.roiaptly"defend or ilii~lliu;r&iir~r'i:tig.iiti!ifl'.:fi{;,;-,~ 
connection" wi\;thi aily .. mich claim, :cbnsulting.-,\,-H.b thii}:c~i'Sillo#)iis· .. t:o::th:a:i 

steps to b:. ~1!!~-~~~~~t:-.i~ ;~J;.~~.;Bi~~- -~~~r~-~~~t.h·&1~~;~·_[lliAiiik~~. 
of the performance :or.this·:c(?ptract, ~he .haiicp.iilg\o!{wiiicq':i.li :ljnd.~rtaken·:'6y .. 
~. ~nsurance. ~~rr~~-~ ;?·r._;byia~ ~pf.e~ent~ti~e·;,:or~rl!ft-,fs'aii:~~~A~~~u .. :~of\~ll(~.~~~:;, '· 
ment, the 'Contracto,r -shall·:f~!.rn{~._llll .. re_asoTlable.;- as~J!,t.an.ce.yand .. cooper:ation. ·. 

:=~~,~~ttJ~1~·~~:tt!f~n-#.~ii·ti; 
Lette.r· Cpnti;-act N?~;·AT(30:-1):1293, · en~tecf;1tito: aa:: of DeceDibe.r;lO, 

1951, hereby i:S·m!lrgild wHii:.:and· superseded by. this. cont~c.t. ·: < ; ·., .. ·· 
~---- !~--~-~- '~~ _. --~ ----:~~=- :.r;. . . _·. . .-. . :. :."' 

ARTICLE -XXXVII.- CONTRAOT: APP'ROVAL .. ;_ -~- ·: 
- .-.. 

·.- -..... -- .· .-~ .. :_,. 

This. contract is subject tQ the approval of.the -Director o.( the 
Division of Production of tlie._United States Ntomic Energy;Co11111ission and· 
shall not be binding-unless so approved. 

ARTICLE XXXVIII - DEFINITIONS 

1. As used in. this. contract, the tenns "United ._-States tltolllic 
Energy Commission",· "Atomic Energy Conrnission", and: "Co~ission". shalL mean 
the United States Atomic.Energy Commission or its duly ~uthorized_repres~nta-· 
tive or representatives.·. · 

2. ·All·references·in·this contract to Commission or Government 
approvals, authorizations, directions or notices contemplate and require· 
written action. · 
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........__..· 

.. . ................. --.ot_.-:_ .. __________ ,...,,...., .. ___ ,.. ____________ _ 

~--~--....... -.-~ . cau ez !W 

IN WITNESS WHEREOF, the ,parties hereto have executed this co~~~~ct. 
as of the day and year first above written • 

. llNITED STATES OF AMERICA --~-- ._ 

.. By: ,miTTED STATES AT<HIC ENERGY c&irSSION. 

,. .,-~.!'~ni~>: :::;, ~- < :*:t~···,\. ·: 
. . :;_· ...,,.,_ :Oplrdl.- oriS•·. ; ..... 

~:t ·.~··<:r ····n; 
Wi.tnassE!SI -'~- .. 

···-·: 

xo.t.·. 
(Address)-:-·:-,. > . 

. · .. · __ =·<-~- .... : .. 
:' .• -· ''!·: ":""'8: ,:: .;·~n:VANIA~EIE~TC .'~~CD~~·;, 'IN~. :.:.=.~.:.·_· .. ·.· :~_ .. :.~.:';.~ ; 

____.A~I/'---'P'<.IL·-'L'-L;=.Ifu!&!r=-o:=·-· ·~·~· .. ___,. . ·.:c ~yi··-' bl '· t:·~·;:~· - , ... 
1140 .,., .•. J.T.O~ -~· . . ~.·T.,it·le·. ·-....:! .::::._;;..~·~;~ . . >!, .(.;i . . 

(AdilNlssJ·.· ........... · .. :,..... • .... ,.._. .·; ..... , ... , •. · 

.:~\" i: -~~~ . 
t, a.. 1: •. ~· 

the :a.at~WT of the 

herein; tnat . 4• Li lllll':dll 

·:· l 
ciertify that: f.·aJIL 

· ·S ·t 
corporation ... nam~,d as Co~trl~t~'~ 

.. · -:* _:;;- . 
. who signed' tJi.is ·:.con-

. . . ~-
said corpor.atiOnJ tiiat. Said cotJtrtct• 'Was duljr signed~ for a~ on baiul.¥ • of ·. 

said corporation by authority of its governing- body and is. 'Within .thec.scopa· 

of its ,corporAte pol!ers. 

IN WITNESS WHEREOF, I have hereunto affixed my hand and. thEi,'se:al, 

of said corporation~ 

(Corporate Seal) 
X 

I•/ ~. a. I.HrG1'4 ... ,.~.., 
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The above contract, AT(J0-1)-1293, with Sylvania 

In~., ·is he~by approved. 

.: .'."".:.: 

. . ·.. :~ =._ . ... 
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S.otion 1·- JOB cwii7IWIOJIS MD .SJ.LUT JWioa 

W._t&llu~CY, L&boratot'l .. 

h~-lxeiipt 8ai~r7: .. JOba ·._ ~tt.llurgy- -L&boratoriea 
__ :. · .. _· ·. ·.;., ~:-= .. -.{_ -·E <.>: : __ · · ·:r·- ~ · · . ~- -~~-- · : ... : 
llo~l7 _Job• •'-•talluru:·I.ehoratorin 

... ·J ~ .. :~- .· 

s.ouon Ii - · BllPi.oui :uU.iiilw: ·rou.cit:S 

::"··:::i:f~~~.~.·;·•.:::,,.:',:··· 
. -~ . ~~ ._ .· . . . 

c. ~~0~:~:~~~-~{.:.~~b~·, : ::.-' :._'' .... ~. 
D •. a.~~-~'·;.~~IY:·:·.->· .. 
I, Planned. p.f;;;rti.e· · '··· 

a. .vaoatlon~: . ··.c" 

11. C>-rertime· r.:,. .. : 

I. Snin&• and. R8tirei...nt. P~an 

J.-. Separati6n Pay 

X, Tro:nl Time 

L. Time'otr For Yarria~e 

ll. Jury Duty · 

J, · Reat Period• 

o. ·Paid lblidaya .: 

'• ' 

P. P~~T tor Wor.lcm..n 1 i Colllp«~nu.tioli Waiting Peri·~· 

Q, .Travel Po1ioy 

R. Att«~ndo.nee At J;!&etinr;s 

S, Standard• for Jdm.izi.ietr""tion 

T, Sto.bilizo.tton Rer;uh.tioll.ll 

. :~-; -.l~3 . 
·.,, 

...·~;· 
.. ·i: . 

A-'6 .. 

J.-S 

·' -~. A-7 

J.-8 

J.-11 

J.-0 

A-Hl 
·~· 

A-10 

J.-11 

J.-11 

A-12 

J.-12 

... ~ .. J..;.U 

A-lis 

A-13 

A-13 

J.-U 

~ ?-

::.:·-
· .. :·.:. 

.. 
'" 

.. 
:~ 

.·. 

.. 
.-

:-J 
;:~; 

: ., c .. ~=:. 
·_:·~ 

.. :_~ : <~=-· 
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'I. JOB CLASSIFICATIONS AND SALARY RAlB.-'2 

lOJ 
9J 
9J. . 
5:K:.: 
9J· 
7~ '~ 
4K 

·. 4K 
. BI( 

4K 
BK 
6K 
3K 
4K 

~ 4K . 
6K 
3K 
3K 
5K 

lOJ 
lOJ 
9J 
6K 
'7K 
6K 
JK 
4K 
2K 
7K 
5K 
4K 

Exemot Salary Jobs - Metallurgy Laboratories 

Job Classification 

Administrative Engineer ~ 
DiviSion 'Purchasing .Agent:: 

· Ma.nager~·of Personnel ~. 
'Buyer ~ ~ . 

~ Supervisor o! Equipment Design 
· Equipnient ~Design Speciillst ~:· 
·Equipment Designer ~ · ~ 
Chief Draft= : · · . . .. 

. . Mechanical D}ufpmeni· Speclallst 
·=:.Tool ROom Foreman :-· · 
. ' ;· :"Generai ForBIJI8n· ... ~~ 

'· =':. lforeman;.'Gl.ass r ~ 
( ·:r.arema;t;: . .,Glass~ II 

·;· .. > .Personnel·.A:saistant: · 
. :;·: ·( :Sili'et;Y.iE!lgineer. -·· · ·. · : . .. 
·:: . · ::Indii.strfaJ.-Erigineer, SeniCir · 
~.- .: : :~ Industriiu.··.:Engineer, Junior:·~ 

>:~:; ~~J~i~!:!~ ~ 
.· · Ellgimiering :.Ma.niger 

Engineering~ 'Specialist 
Section Head ~ .. ' ~ 
Glass Equipment Specialist 
EDgineer-in~Charge 
Senior Engineer · 
Junior~· Engineer 
Supervisor of an Office Dept. 
Supervisor of an Office Dept. Section 
Supervisor·of an Accounting Dept. 
Supervisor of an Accounting Dept. Sect. 
Accountant, Senior 

A-1 

$624 
566 

. 566' 
'39'7 
'566 
474 

.361 
361 

·519 
361 
519 
437 
325 
J61 
361 
437 
325 
325 
397 
624. 
624 
519 
4.37 
474 
437 
:325 
361 
301 
474 
397 
361 

All 1.~hc ~ i:-ove rate rD.n[E:S revised Eff. date 9 52 - 366 
1293 

~ 

$1026 : 
!·. 891 · 

891 ·: 
·' 624: .. 

891 
740 
566 

. 566 
sio 
566 

. 816 
681 
513 

. 566 
566 
681 
513 
51.3 
624 

1026 
1026 

816 
681 
7i.o 
681 
513' 
566 
474 
740 
6Z4 
566 

366 
12 

RA14 
RA #2 

"{. 
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Non-Exem~t Salarr Jobs - Metallurgy Laboratories 

Salary 
Grade Job Classification Minilnum MaximUill 

60R Cost Accountgnt, Jnnior $301 
59R Stock Clerk 284 
60R Draftsman 301 
57R Draftsman, Jnnior 249 
54R Tracer .. 210 
64R Master Craftsman 402 
62R Production or.Maintenance SuperVisor I ""343 

. 60R · Production or Maintenance Supervisor II :301 
60R Sai'~ty·Inspector . . . 301 
59R Connsellor . 284 
56R Counsel~or Junior . -: 232 
58R Cafeteria Stewrd ·,·:"267 
57R Nurse 249 
59R Buyer, Junior 284 
63R Designer-Draftsman. .. 373 
62R Technician 343 
56R Technician~· J\mior · ·. 232 
51R ·Office Boy_or Girl .: 193 
60R Supervisor o~· Office Department Section. I. 301 
57R Supervisor of Office Department Section II 249 
55R Clerk, Senior 221 
52R Routine Clerk· 210 
52R Mail and File Cl~rk 210 
57R Secretary, Senior 249 
55R Secretary-Stenographer 221 
54R Stenographer 210 
52R Copy Typist 210 
56R Acconnting Clerk, Senior 232 
54R Accounting Clerk, Jnnior 210 
56R Cost Clerk, Senior 232 
54R Cost Clerk, Junior 210 
56R Telephone Operator.and Receptionist I 232 
54R Telephone Operator and Receptionist II 210 
60R Accountant - Trainee 301 
60R Accountant, Junior 301 

A-2 

All the above range rates revised. Eff. date 9/11/52 

$444 
415 
444 
368 
291: 

:58!! 
"508 
444 
·w. 
415 
:338 
)91 
.368 
'415 .. 
543 
508 
338 

'232. 
444 
368 
313 
249 
-249 
J68 
313 
291 
.249 
338 
249 
338 
249 
338 
249 
444 
444 

366 .· 
1293 ·. 

"366 RA14·: 
1293 ru: #2 
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. Sa1ary 
.!k!Q.L 

13 

,_ ---8 
.. 18 
.·· 10 
) <15 

-,:;-:. /, --

::~~:-·.·::! 

,, 

10 
13 
12 
14 
20 

17 

16 

18 

6 

9 

13 

8 

12 
18 

11 

Hourly Jobs - Metallurgy Laboratories 

Job Classifications 

paboratory:ASsistant ~ 
· M&tiLllogrfiphk .. _ · ,_. ;: 

:~~~:~~)A~;~~~~~~:~ X-Ray.. iim 
- IiibciratorY.:.Ei:ect.i-iiiH.n · ·-- .. ,:· 1;39 
-MattillurgicaJ..~Is:bOrat;ory Ma:tnt.e..::: 1.64 

-·_:: -:· ~~~::J:il~~a~~c ~:~- ii~-
- oi:iB:eylindarVSl!PPJJ'·. -·:-:-· · •· :- .:· L39·, 

SliiniritY· Pii.ttolina!i_~ruid Courier .:. _ r.5o!-
se6iri '\;:Y 'flltroJ.Diiui·· >. .. · - · 1;45 

· . _sacuri ty ·-$ergea:zw.: - :·': · 1;57 
n~e1ojmieiiPf!lcbinis1; - -- .. 2.cw ·. 
MetD.llurgt-:;· -~:": :,~- .. ·.' ·-.: • 
Maintenance 'Mechanic·. "A" Metal.- 1.7Bt 
lurgy · . ·.i- \ '· ,: -~ · ·:· - · 
Eilgineediig 'lss_istant- - Metal 
Processing · '' - - ·.. · .. 
Maintenancii_Machiriist-
Metallurgy .::_.-' . _ 
Laboratory-Helper ~-special 

-Products .: _ .· 
Characterizing_Po~er Met, 
Specimens·: _ 
Power Prep., Pressing & . 
Sintering 

1.71 

1.22 

1.34-t 

1.5%-

Lab; Man - Applied Research Sec- 1.3o!-
tion · 
Machinist'- Special-Products 
Group Leader-- '·Maintenance and 
Construction Section 
Inspect Safety Conditions 

-A-

1.45 
1.86-t 
1.43 

1;49 ._:_ 
. -2:~19 -~-· 

'"1;60 
. 1.93 

:-

·ru·.: ,~~ 
· . .-: 1;35!.:. ,,._ 

~1;6o -:' :··~ 

.·r~·-g_,:_. 
~.u1:- c.: 

~ • • -~. I 

2.o9t: " 

2.01 

2;19. 

1.41 

1.54 

1.77t 

1.49 

1.71 
2.19 

1.65t 
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Re;:n::duced at :r.e I'Q'!Ona: Atcl-.r.-e~ 

.· 

.A.. JbT1Jlt ..,. ..... 

~neftr·.a Dew·b7 or·tet1hnialll·qp1oyee 11 hind ·:tor(;a';'pod_,ion;·m·· .· . 
&:4-e~: ·~1&17 o1iLidl'_10...t1oa .or.•. re~l,ar:~k41Jf or. t_t~iu[l1oa1_··~1ar.e·. _;_ 
11 tr-.ternd: ·tr:• a loodtt,.:.wh~oh.J•• ~re;thq·a·.·reuonabte· .. . .· ; 
ollii.iat.iDi-;!l~ .. ~ailC!it· .trO!f-. ~·: IJ1~ia 'pt~§!!r.~;otti!e-;:~·::~toh:.h_..-.:11 .. :. , 
to ·wor.k,:\th• ~, .. ;; ~ ~.- .. oe-••·oto;~s.Jii:·tli-.:'eaplne·e, _iih · · · 

· . ,:::: .~1.:~: tUatlj:~~,l~ · hU hn~111hold 'l;ooo!i .:'&b<i· •. perebii&l·, ette.ot• to 

· ··: :.· · ~:r·:::~~7ti~zcr:ii.:·:oi.L7;·~z .. ii~·g;· J::=iil~ir:tiOD 
e:Cp.Die•·:~.t_.an:!Bflo7ee ·.1~~' 'withb a,.~~,.--u~~\~~"··· ot' th.e . 

. . ::i:~~Z::)r:;:,~:::~~~~- ~ ~~· .-£L:·~h~ld't-1J ~ .. &aT 
'·· .. · ·relatt.!'e· .li~·:wt,t_h. M~ -~.Ae.Jiellditnt .liJ!cm_,hba:·_rw,:_~liPort • 

. -~~;;~~~~~~~=~f:o;:*!ii:i;~i~-:.!~:fuj~~~~:··ittd tor· ·, ._·· 
the· aq~1a~• ha•;-_beel,l·.~m~acio!••tul·1n a. amoeu·.'ettor.t to. ·t1nd 1. 

plaoo_ .. to_ 11'ri· h':thil Dn':.looatiojl,·:···J.fiy_ aaoh eneuiioll . ..r_ul 
_reqtdre priar·uc.~-a~1·• ··. · -~::.·.- :,.-.-_ ··:··-:: __ :._..: .. ·_ · .. ·. · 

'franoporlatio~ :n:f.n~•.:;rill:_b~ ·rllmbllrted .in ·a:oci~~Uio• nth the 
tri.TI1 ·po-u~:f-e%oept ·that, the 'eiib~1:i"tljtlct ,allO..noe durinr;·tra..-.1 

· will be .•• tollcnn 1 · · • 

:lrfti,lo;rait, . . 
lmplo)"e9 :&n.s 'ldt• ... . 
~io,-.•~ rlt• ·. l.ild ah!u ·.;;_, 

Por eit.oh oldd.itiond' periOD -~·, 

t e . 
11: 
18 ,. 

J.tter. arr1n.1, . tha d.ailJ dlowa.noe, ·1rhioh lnol~u •ublietenoe •nd 
lod.gine; will ~ u toll on • ..... · 

· hplo;ra• " ''·· .. ::' tiz 
Blap1CQ"H. and wite .. 18 
Emplo;raa, -.rite a.nd oh~l4 ~- U 

Por ea.oh i.ddit1o!ill1· perecin -: ,., ' 

£otua1 n:~nae or ao1'ing hollt~botd r;ood• ~- ,..r.il'nal: •r.r~otl _rill . . '' 
inolldo, .~okini, oratlnl, iMurLiioo 'on coOde 1jl ,trou:ldt·,.:.iznpaokmc; 
UIB)iorarT: .itorage · oharte• DOi to exoHd $0 daTI, 4hoonneot1Dc I.Jid . 
o·oriiM!oting ioquipaent ·tuoh u 1toTli1, rup•, eta. 

_,·:(..{._·· -~- .. : ·-·-- :., ~l_:.:. , ... ·'· 
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B. 'Edv.cational Bene!i t1 

The Co.P~a:r .aakea· &T&ilable to. •l!lO)'WU tbe !oll<llliflC .educat10D&l benefit•. 
P~t.•·'lJ:r.tbil Ca.pa~~T to or !or the betMtit of an·.-plo7" are.ooneidered 
wqeil, .id all:meh ·educ.,.ional.bene!it• lll'e IIUb3ect.tQ.both-:111tbhol.diiic': · .... 
*'d eoci'ilil nclil'ti:r tb: d,ductiou; exMii~·11bea·-the-co.i>~a:r ·n~~"'···.8# ft-. 

. ·plO)'e_e::8;8 p•i't of hi11.11Drf to' take:a 'cm~e Or ~~~O.O~~ .. ;JM.ber Or::~~~~i~t)' \ 
or club',~' Jn:·aU .caee11 lbt.ed-bel!IW wlieJ"'II':the ,eepl.~·.-repei'Y .. tiDiaolal- ; <~­
aaiillt'!lfto•, ;1he eapioywe p~. 'he ·~ole":o~·~w'· ·~t.lt~ .. ···teeelp_t.d.~:blU. ~.' . ;·. 
111d· ie': reiJibUrll~' for. SO~ .'of:·.t.h'e ·DOll t-lel .i.:wft li~ldlji'c-:;mt ~ eoCfeJ.:: iteCUl \)' 
iai :-d~cti~s.~·- :.:coli ts ~or ·,tiaiioe ··11duc atiol!al' -'t!e~:fi.iii~-:B!i~l·~:no~ bj·~ail~~We4 
cOii ... ,Side"J';.thli '-'c:Qntriaet·: exeep~· in. tballe ·.inet.ii!t•:~it\ei• .t·be.':eeiiilttS.i'on· 
bU:"sp'ecf.!ic'all:r -~pr&~lid: the. applioation.:ot:~thi;'; (k\i.Ofi .II I llid:.hal.l:,-
bil' .&U:olied cinly to. the·'erlel'!t apprond bT:•the:.cOIIilda~tin.· ··, · : ·· · :.. . . 

·gt~i~l~1if~~Jt!illt.?~.i 
apeci~c. pro~~ll!D:;-11-:J. -~!' :a.P.P:ro""~~- .. B~cli .P~!II:_: IIJ1!~ !\ll!.1• 11t:'t(l~t.ax: deduetione·, · .. '~· _;,:~i~~i~~~':;J~~~~s:~t·,:~~t~~~-.i,<%~!.f1~.; .. f_:;~·\ ... :·.::.:··-~: .·;:.;.::;- ·:_ · ·: :i' 

_,.Where ·•·l!:empl!ltee,,ls: :tlie>a!!icial· repz'e~e~ta~ ve oJ.·tba· ~:~.: . 
o~ .attend!! ~etingli.::as;:p.rt,·.<i~·.his 'wciriG ·-~iCP#'anf·'!rlll .pa:r .~::Wbol• 
cos:t at 'iie~.!'tship.:~ :luch._paY)Iimh are not,~bj~bt.-_to' t~ ·dedoeet{otui ... 
If ·the· e!llplo:ree 'ld:shall';·a. peJ!'BDnal. mt;~uberehip,,; and ·IJUch· aeaber•ldp ."!'Ul. 
b~ help!u1 'tc;·_:thO omployee·on b:l,s··job,·:tni'~i'nilpa;r o~alf..f!! 
-~•· n>em~rB~P .. re~,, :lee~ ~!lx·dli.ductima'; . . · . · . . . . · · , ... c. · ·. ·: 

3. . Outllida:.'!zhic ationai·· :coun .. 

'When an employee ill ,illiaigned to a COurll~ &II part of hi~· wori: 0 the. 
·Company 11ill pay the 11hole cost o! the coliree. 

In caee11 11hen. lll1 employe~ voluntarily. elect!! to take. a1·. outside· 
·course of study, he will receive help !rom the Companf 'toward~ 
meeting his tuition collte provided the cour~· meets the r~il.awins 
re,quirementsr · · .. . · 

a. '!be couree 'ldll improve the pertonunce or. the eiployee 
in hie pres_!lnt job. .., ·:· 

He must obtain approval bafore -enrolling·in the ooar~e. 

c. He lllll&t -complete the cour8e eatiafaciortly ~d p.:r U.. 
tuition bill. · 

()1 presentation of the receipted tu1 tion bill and a Cel't1!1cate o!: 
IIBtietactory COmpletion of· IJUCh & · COUr!lli 0 the Cooipell:J'· Will·nbbUrN. 
the employee !or 50~ of the tu1t1cn tee, lees tax d&ifu.etioM;''. 

-. ,_-~~r'"- ~- . 
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C, Employee Benefit Program 

The Cam~ proVides·at no cost io the emplqyee a program· covering 
Graup Lite'Insurance~ 'Pensioner's' Life Insurance, Accidental Death 
and DiSmemberment Insurance;·No~ccupational Disability Benefits, · 
Blue· Cross Hospital. Benefits,· illld' Blue· Shield .. Siu'gicil.J. Bimefits. · 
A booklet ·aesCrlbilig'tbese prograins·.is on file- in the Organization 
and Personnel·Division,. · '' '. · 

. D; Reporling Time \ 

,r; · An·: h~li~ ~~~~;~~ . r~p~tiilgJr~~ vork: ~ii-·&1~· regure:z.· ~orkday, 
not hiLvinif liaen:'}lreviotisly :notif~~; not. to report;:· v.l.ll recei vii: 
full pay for hi!!::· scheduled ·hours~;ro:r the'·day. even· though idle or 
sent home .early:·'-becatise or a.' delay~ shortage· cir other· reason be­
yoiid- 'his. control:· ... This. payment v,tn· not be· mti.de-.in· ilia· ·case. cif · 
gen~ral'· or: depilr.tinental. :shutdii~. caulied. 'by·piiver. interruptions' 
fire, flood, or ·other;·conditions .i'beyond the control· of the 
Company, . .· 

2, No regular workday -vill be ·:scheduled for .le~s than four {4) 
hours,. · -· 

3. Hourly employees \lho are. C!!lied in for emergency vork after they 
have left for _the day, or during:their scheduled day off, will be 
paid not less _than two (2) hours·:\lork. _ 

4. \!hen an hourly employee Yorks. less than his regular scheduled' 
hours for the day due .to conditions within his ovn control, he will 
be paid only for the time Yorked• 

5. Schedules of work hours Yill be made up each \leek for the· 
folloYing week, 

E. Planned Overtime 

1. Planned OTertime payments are made to an exempt salary employee 
\/hen he works assigned Saturday cir Sunday hours. Such· payments Yill 
be made 'When the employee 1s salary base rate is betYeen $395 and . 
$838 per month; vhen he is classified as an e_xecutive, professional, 
or administrative employee; and when he is not a member of the 
Sylvania Ejcecutive Compensation Plan, No planned overtime vill be 
paid if the Saturday or Sunday vork is a part of·the·employee 1s 
regular 40-hour schedule. 
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2. "Planned overtime of $10;50 per week will be"paid for any week· in 
vhich the exempt employee·is"told _to" work· an extra h8lf day on sa~ 
urday or SUnday~. Absence, for·an;r·reason; elirller"·in·tne·week will­
not take away his planned Overtime; "If"he is"absent for the haLf 
day assigned on. saturday ar· Sunday, it"\dll"not be·pa!d·.: .11 half·.· 
day is a York period of more than 2 but less than 6 hours, 

. . . . ·: :. ·:: ~ 

Planned overt:IJne of $21~00 per :iteek will be paid for· ant week .in :Ybicb.~ 
the e:xempt .employee·is. 'told to work an extra full <Jay ._ox( Saturday ··· ) 
or Sunday, Absence,- for any reason, earlier in·the week· will-no~ . 

. take away .. his planned overtime• ·, If he is absent for. ·the "full:" day ~: _,. 
assigned on Sa.tnrday_.or Sunday,: it will not oo paid·,. A 1'1111 day,_'. 
is one of ·6 or more hours. . . . :!,. 

J, Plann~·overtime,.of':$Jl.5o per:week or $,42.00 jier. ~~~k ~ll ~ .. '• 
paid to an·exempt. _employee:U:·he is told "to '!fOrk an· _extra 1t or 2 -'· 
d!lys on Saturday"li.nd:.Sunday. _;, . . . . · .. ·. - : · :~- :_, >-

4. Planned ov~rtim~- of' $10 ~5o ~r $21.00 will be paid to an exem¢. ~: 
employee 'When be vorks'a ~- dliy··or a run day on.a,boliday that 
is a paid- holiday'- for l)ourly:;employees at his· loca~on·. : · . 

5. Planned ov~ti.me·p~~~;;_t:~ ~n a·similar.basis.ma:y be _worked out · 
for employees regularly as_signed to exceptionally heavy'wrk schedules 
during the .normaL5-day.-101eek1 · Mbriday ·through :Friday. · · 

·:· . ~: . 
6. The planned overtim~ pa,.;nent runount each \leek will be adjusted 
so that the total-pay for::tba· 1o1eek, exclusive· of night shift 
premium, does not exceed.$19.3.50. 

Travel time on·Saturday.or Sunday will be considered for purposes 
of planned overtime to the extent that it falls within the period 
of the employee 1s regularly ,.scheduled hours on other days of the 
week. 

F. Night Shift Premimn 

l, Any employee assigned to a second or third shift will be 
paid a premium of 10% of his straight time and overtime earnings 
for all 11ork performed while assigned to such shift. 

i, When an employee works overtime before or after his •regu­
larly scheduled shir.t it will be considered. as part of that 
shift for the purposes of calculating shift pr~um. 

J, Whenever, for any reason, an employee 1s"shift·assignment is 
changed during his ·Yorkweek, his shift premill!ll for that vorkveek 
will be computed on a daily basis.· 
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0. Vaoltion• 

· ~· · ifourl7 emplor .. • on the pa'yroll at the beg~_nniar; · o~ .. the no&tlon ·· .. ~ 
period, ·who b.&n or will h.,.• oa .. Jul7 '1- or t}ul.c'.ourrent}ye~r the ··ro,llowial '·: ··. · 

. reoord. ot ~ilimtiauoua· .. enioe,· rill bo pdd T&O&tion.pa;r~.a~.::th~ir·:ourre~- ··/ ...... · ;-. 

:. hour_i7 :~u~ · r-~~··. ~·': ~lldioatlc!a. ·· · .. · :.: ':)'. ·>::~~~·\;~~;·~,·;:;~:;:<(~·> .' ,:'. ·.:; ·: .·::, } 
a..-·: 'Six W)ntha'but ·leu ·t~ o-M 7&ar•.:· ·.~ ·:~··:~:~:~l•·:-pa7: >.·. 
b,; Oae.)"'!lr:')n.~.leu.than.t;hr.ee year'(.{ ~·. ~;ho~1~.;:~7 
o ;· .. 1'hf-ee r-u:• ·wt leu· .thim .·fitteen ~~· (: ·ao ,hou:r••::..,-.:; 
4; : Pitt'eeil;."fe&r•· or .Or .. ' · · ·' · ·;,~ · /. .:i:UO .. h"ui-1 •.:. Jlil7 

_· ~-. ~ :_ ::-.. ~~~:::=;!i::-:-.-;. -:;. -.. _,·:-_··!- .. ~~-·- ;: ·:::- ---~- -~~~-~:.} __ -~:~. -~_;_=)-~:-~=~::·-> __ ::'4 ::;-. : ,_. ~ 
8d&.rf ."'Ploye'••i: oi(t:lle.j,a.iron· ·~t·::th!f. bet1iirt11ir;i..ot.:;:th.t· no&tion period~· · 

:. who lia·"l or Will>ii'-=..:;on '.Jul7 ·.1·'i)r ·.tho •our~~t;.:-,:e.ir),tht ·~oll~iag :reoor4a . · .. 
·.·or· aont1nuolll·.··~i=-aoe';:,;rlll be ·~1d>~noa~1o~·. ~7·'ii.t::t!Wl.l';ourrent''jalarj :· .. ~: 

li.: .. rate ·-to!'~&.f~tt:;.~ ;-~11:~ ••.. ~1~1ai."d•/: r -:::·~-A~·~_:{\:;: · ·· . =-.:.: .<. ·> ·.~: y 
&o -a~ ~~tlufbut·l~•• th~:J1 one J:"~•--:"' ~~~-- .:!:~.w:ee-~-~---~?f.T·- . .. (---~- }': 
b.. ~:be· ;rear .but ·.leu than .tlrtoen yea.r ... ·. ·::'l'~•b •·:pa.,.· · . · · 
o. F1tteeD. re&n or .. mor&l·, ··. :a -elt1 1.·pat. 

2. lmplo;reu wh~ leaw the CoJnP~Y·.atter July.l, &.ad·who·hne not.r•· 
oein4 the· noa.tion pay to trhiOh·:.the;r are entithd..will reoel't'e auoh· 
pay at -~it time 'or :up&ntion~ · 

~. Employeu who leave ·the Compan)' at any time Will bo .. paid the 
aoorued vaoation pil.y to 11hioh their oontinuoue•ierTioe 'u of th• 
ti .. of·lenint: trould'entitle ·them under the applicable s.ohedule, 

4. In the eTOnt the Mjority or ·the eB~plo;reea have ·&atually worked on 
a •ohedule averat;ing 46 houre a ·'lnlek tor the first 6 month.e ot the .;rear,· 
vacation payments provided abow will be on· a 46 hour week ~trai~t 
t1- pey basis so that each amount speoiriod, above Will be inoreued 
by 20';(. 

1. Time and 11. h&lt will be peid to hourly and·non-exempt aelery 
einployees tor ell hours worked in axoeu of eil;ht .. houre in any 
!4~hour poriod after tho employee a.ctually atarte work. 

2. The 24-hour period on coneeoutive days etarte on the same hour 
u 'that whioh the employee roporta tor work on the ·first day of the 
week, exoept that if tor any realon an employee reports tor work 
et a later hour aome later day in the week, the 24-hour period on 
the following days ot thet workweek will begin at auoh la.ter hour. 
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3. T:l.ma and-~ b&l.f ldll be paid to hourly and non..:.SXempt sal.acy employee:! 
for ·all.houris wor)!edt · ; 

..... In.:·~eris of 40 in any one 11'0rk .. 1'{tlek;,_~:: :>. ; .. : ,-, .. : .:_} ;c.··. 

~;,~3ifiif.~::::~·M~~~f:tltJ;-t~;~f:~- " ·: i 
b. -~ing the··:..rork>da.y and on· ~oliday's:.,_liS.~.d in·9~-·:·~· .. ":;.r. , : i" 

5. Overt1o~:.ir~·-.l~~--ci~~:-·t~::~kZda~'~iiJtr~{ga~{:~~~:,~~~: as' suoli::·will.' 
not 'De'paid ·t,o !.elirpl.ojrees on continUous o'peratfon9_{6ueh::o&iJ;:wa:tchmen, firemen, 

tending g~~s. ~o:·e.~-;:e·~~ ~T)1,t: in:~,1~ ,:tu~~ ·t t-~~o~-~J~~~/f ::pa~ r. :· ~;::- ·. ( 
a. One aDd one-:-b&lf:his 'regular ·straight ·i;im!!- rate o{. paY. .. :for all,, .­

work performed-. dtiring :the. :rror~ 'day o:f .liis':.f:!l'st:. opheduled ,_day !.~· . :. 

o~{_ f~r:;;~~1J :r'l~,7e.k.; j\d,l':. -::; _··· ·:(: -~:.1 :l/:\~:·:~{:"} ·"~·. . ·. :t. :< 
b. Twice:· hiB i;egUlar. atraignt'iilrii rate' of ~y •for:aii work perforlDed· 

duri.Ilg the.;work day'··ot·his :leoond schedulild" :day'' off 'tor that 'irork--· 
week.· · · · : -:r. ·"· · ... 

. Overtime for __ li'Ork.·during the holiday work da.y:·a.s::sucih ... wiii be paid to employees 
on continuou,s operations for the- holida.ya listed~ in 0 ~ · 

6. Overtime· rates ll'iil not be ·pYr_ainided.where .more than one rate applies. 
Only tile hi~ est single. rate will b~ paid.·· 

* . I. Savings ·am Retirement PlAn 

The . compariy __ :coritribti.tions_, to .. the-, plAn are reiliiourii'"&ill:il' ~ "i'ollmrsi~=~·c~: 

a. A ·pro rata. ~hare of the actual nornial contribution which is required 
to cover the current}¥ accruing cost of ·benefits to be provided from 
contribution of .the Company other than profit distributions. ·. · 

b. A pro rata ahara of the II' ofit contribution: up t~ but not .tc axca.ad 
. five·· percent ( 5%) of direct labor cost •• ~ 

The details of the plan ·are contained in a 'booklBt "-which:is on file ·t;'_i~ 
Organization and Personnel Division. , ..... 

.. . . 
i 
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, . ... 
J, 8ep&r&t1on P2' 

1. .An7 h~url7 ·emplo)'" 11'1th dx.·or more 110nth1 aant1nuoue •erdae 
. who 11 laid ott or dhoharpd rithout: prejudiae b7 the ~'rill 

· · ~ r.;h•n· one ,...elc 1 il natioe or oD. nelc 11 ·,eparat1on p1.7 at 1trd~ 
· _tiiDit tor h~• re~lar'l7 •oheduled YOrlc·nok _but not to e:nee4·_·40 houra~_·. 

1. Jay aalaey eaploJI• "ld:th dx· or.111ore month a oontbtuo~~· ~-o..:rloo ·· · . 
: who 1• 1&14 . ott ·.or..: 411 ob&rr.;tid .:~ t;!1oiat .. pre jll4_1o·, · b7 ; iho;,. C~:·'lfill" · 
. ·"- r.;h•n two week•' .. paratlo,i ,.,. at-·h1• buio 40 h~ur_·n.ki:rdh 

-.... ~waw~('7''~: ~-;~~:··k;~ .... ~:)u -_ _ -. 
. 1• 'b.- •p.u.t·.~ u-.•plo,.. :;4lir1nr.; _rep lat .. 'irarkinc;ht?uri:.i~ -~ru.U.q: , ... 
d: ·the · ~'l .. iu~othl!.l.' alioul4·'··~, tro-tild o :·hour• )iodtd·, .'-.;Ir· .. ··.:· ·;, · 

.· tll• .~·~.Uat ...... •n')•pl~J.··.'~o·.,;o.·.-. job. 4ur1Br:,-repfi.r~~r~'-; _:.;:, :: 
. ·hour• wllioh reqilma· tt~t.: eiiJiloree· t~_:lea.;.·tb-•·:plau- ot~lii:&iD••·a,·:.tlie .... \ 

tranl1nr.; t1n;·ot:tt.:. naplor-e. ihoiild ·be-1b:lila4iljl_ ill.;~i<;Werbct' -
whether' or. not the· partbular ;.'job ii• wlt2i1li"ihe uplo::r" ••.. rer.;ular : 

·. 4ut1••· ·:: .:·· .. ·. ·: .. · .:: .. .' ;. ..· ·· · ·" · . .' ·" 

· f, !rarol ~ime· outdde··;o_t re~lar. Yorlcinr.;. h~r•.- 1hould be'· tr.eated 
u hour• worked. wbon .. t)Jen .ia a''aont1riui.Hon or erleneion"·ot::the 
n>.plOJ'e '• normal -irork1nr;· da;r·;. 

3. It an ,;.,pla;-.• .h. tol(to:~eport to work at a 4'e•ii;nat.d· pl&oe . 
o~r than hi1 ro""lar work loo&ti0]\ 1 but within: the DQJ'JII&l_110Dmt1Di; 
e.r ... e.t a •P.olti•d hour~ or tolCs to -~0 dir-otly, h-. trom •uoh a lo­
oat1on after ·Oalllllet1nr;,h11 dar'.a YOrk, ho 'lfill·N paid tor :the- tiiio. .. · 
ao.tua.lly •Pitnt. on· thlf job .liut_not toil tre.nl1nr; time, .unleu."the :. · · · 
tiM' ;.,.nt:'~tii~· .to- and .tr(JtlJ.. IUOn dedr;ne.ted plaoe or 'work h .'·' :' /1·_-;r,::•·' 
unreaaonably d11proport1..-te-.te the nonoe.l tru.,l1nt; U.. .. reqli1red · · .·· 
1n reporting for work e,t .the ue-1 1r0rlc '!ooat1on. · :roZ:.lly~· add1t1nd 

· .tranl. tim• 1n oxoue · ot one hour rill be oon•14•red WlrU.Iionabl:r · · 
dilproportionato •. 

4 •.. It an emploree h told to report for work at a diatant looation ... 
·'requ1r1ng·-onrn1cht tranl b;r publia ,tran•portat1oo.,. or outlide tha +1 _;·· 
:~l· o0111atinc area, the hour• apent 1n netl tr'n•l·.;outci1.4e -of ld.iY:'''· 
·replar YOrkillc hour• rill :not be ... treated u:hOur• worked,. pi'oTid .. '·."· 
that the· employee .. h. r;inn.adequat• ao~at1GD!I"t01' ·'diMp· l.!ld·· .. 
reluati-on, but -the Colllp&nJ"wi.ll ~ tor tbe_-oo•tl. ot •a·b, .· rOOII• 
and tran1por'tat1on required ill aaaardanoe rith the -tranl p611oy, 
1hown ill q; I! the n~ployee ob.oo101 to \118 ·hi• own· oar t.Ji.etead 
of nailable publ1o or oompany p_ronded tranaportat1on,' troanl' 
time in euoh caooe will not bo oountod e.o wor~ ti.- unle11 it 
!'all.o within hio regular work111(; houro • .. 
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5, It ··aD eaplOJ"8e h l"~«j\Jfred _to ~ri.Tel eaoti.Diiou~ly tor _1110~ thaa. 
a tii.U-~rkinc ~~~7 dur1D(·llbiob:_t~..e he h not.en~&r;e~.'5,JI._&C!ttial-work:_; . 
tor tlie Compant,.·.t.he ·tiliil"'epont··~r·anlitlt du"thl tbe::.repl~r, -workiDI :.' . ·. ·:. 

. . houri ·•bouU:. be cionlidered""hour•:·lR,rir:ed ~ ::nw . t:bloi" .cnztddoi.' or.. . ._.· ""·· .. : · .. · .. y . 
. . . ;:·. :n&Ular ,;or~1nC"·iiaurl· ne·.-~~ i!lit 'orctin&tn,.-be- iuinlide~·.hlluri··:wiit~.:Y' .,,-.· ~~;:,;·:.>·. _.,, 

:~·. :_C 
:~r ~:;~ .. 
~~ ··.:-~ 

.. 
.. 

~:·_-.. · . 

.. ,'j·:·: :.· j..·.· • . . . . . . ,:: ----.. ~ ~ik:,~:~\t ... '. 

· .. 
. ,,:_ .: . ~:-. . . . ' ·. ~ 

other .t.h-1.11. hie· aohedult.d._:n.oation."hoi;Will; "up~i1 req..; •• ~:·b· v&n~..s· ... ·. . . 
.L nek•i· u- ot('dth'4.'Pio.urll_pa7·:·Ir:adttitioila.l."t:~ .. ~···-&llow-e~··, 

· tor·tnnl .euo!l".:additiond tiJM·-wUF'b~·'J!itlu~ut·.~t·:·. · · -=:· .. :. 
• • ' • 0 ~ •• • • • - ~: ... :· :·(· •• • :.. • • • •• • ••••• • : • • • • • :. :- •• 

3. When ·1.11 exempt b7 or teohilio&l·•.darr _ellp1011!• ·_eleot. .to .be·. · · ._ 
-rried &t 1. time other tb&n hh ·•oheduled ..,..oation .-I.Jid _req1aut1 · tl:M .: -
ott, he .ir111 be &llond .. 'lip t_O -2-~-._.~th PAY~-~:· .. ~--_._. .. /-~·.,·.· .--< . . . .... ,-.: .. ··.-

. to .It kn emploTee ie mUr..ied~e1ih8r._.illm.idi~t·el~ bet:~-r~--~or··-bmed.i&te.l7 ., 
after hh 1.ohoduled ..... o .. tion, euoh extr&·time ort u ·1blited··abon 
will be in addition -to hh •olleduled ..,..oation, · 

x. Jurz.Dutz _. 

·1. Whenenr •ll}lloyeu t.re oalled tor jury dut7 . ..;..;_ Jiilut there tore .. 
be a. bunt trra w-orlc-, they 11'111 be . ,i,n t,ime orr tor the· dunt1on 
ot ·their aenioe ·&a jurora. Jmployee• -will be paid a. •. tollm · 
during thi• tt.e, · 

· .. :.-.·. 

.... Exempt employs.. Continue a.t run pa.y. rn..~ -~plo)"eei .ue:'-·. 
expeoted to oa.rry on their regular dutie• tor the Co~ 
during thia period 10 ta.r a.a it i• poaaible • 

J.-11 

:. . ',·. 

-~ . 

. I .• ... ·.~ 



-:....:..:..,... 

.·,;­
- ?~ 

;._: 

·.•: 
:!. 
j: 

•.·"" .. 
·""· . bo . Hourly and .DOzi•exeapt eJq~lo,..es the dlffore~ .. bet.rka th·eb- .... · ·· 

reea •• juror• ·ari4, their. rer;u_lar·..-k•s;::pay: baud: on f"orty: . .-.::·: 
·houri or ~he_ir·:re~larly, •ohe.:du~ed::hour~, Whiahenr· 1.8 ·.~•••• ·.'.: -~ ..• : 

·:· ·.· 

·; .daya. ·a ·ten\!Jii111ute:~rest"tperiodArill;:be proTidedg~t•lap)lroxj]ftataly· ~ ~,~;:;.;;.~ ·:;~.· .; · - ·:;,} 

···· ~~~~f.illlf~l~~~~!~~1~f?j.iv.i:I·"· ····1 
'"!:'· .:· ... :· ·._.· .. ··.'·: ,. ·.··i.-' •••. .·--··.· -··.:; .. _-1"::,:.,-: .. : ·.·_ :-.. . - .• ?:~-- .: ·. .~ ~! 

0, · Pe.id 'J!Olidayil_~·. ., · .. ,,_. .. '· :·;j 

!lew !e11.r!e Day' 
Deo·oration ·Day 
.Labor ,Day · .· 
Election ·oay 
Chrietmlle 

•Salary enployoee only. 

... 
-:Good Frid.ay 

Iridopendenoe-D&y 
•Columbuo· Day 
Tho.nlc1 r;iTint; 

p, Pay for·ll'orbnen °1 Compensation. Wai tlng Period 

. _-;.-:, . -. ,, 
... ·.--

,J·:. 

,:,•' 

': :. -~}-- _ .. 
. .- :, ·;-, ··;t .. :;~; . 

:i. When llil employee. reoeii ne oomp.uutioo for diaabi;li·t; ·.under a.·.ta.i~· :~~:':-;·,: 
ll'orlcmen •• Compensation- law 'l'lhioh does not cover,;the o~e-:-~k I". n.it:irl,c·''··tF .· 

·.period, the Company will pay him. for that_ week'e we.iting_•period·-at·:the~,t' .. 
Worlonen'a Componution rat .. ,, lo.e£ .t!!Jt deductions·. '-Tho!. i:iampony wnf'. ;·::::·}L 
malce no payw>nts under this j)olicy when tli.o time lost· h· aeTen oi.landar·:.}:;_,·. 
da)'!l or leea. · · · -.. :,· . .. 
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:~,z= In some states Workmen 1_s Compensation is paid from the first day of 
- injury- H absence as a reeult cf that injury extends beyond a specified 
• period.of time (five weeks in New York). 1n such statee the Company 

Will make no payment for the first Yeek of·absence where absence extends 
beyond these periods of time and Workmen's Compensation is paid from 
the first day of injury. 

Q. Travel Policy 

·Travel on official ·business in .the interest of th.is. contract will 
be reimbursed as fcillows: 

.. ; ·: . . 

"Actual transports tlon expense, plus pullman in· the event 
·travel is by rail. ·. Transportation expense vi1(~private 
automobile a1/tlie rete of 7¢ per· mile, plus. ferry~· bridge,· 
tunnel or· .toU road charge.s and parking ·fees •. :, Actual 
expense for lodglng.and.an ·allowance of six:dollars·per 
day to ·cover i;·tber·' subsistence expenses durlng·jpericid of 
travel. Other allowable _.exj>enses include official. 
telegrams., and tele.phone. calls; streetcar· and bus·:·fares; 
taxi fares .,when ·i:niblic. transportation is not p~ctical; · 
checld.ng and !landling or: ,baggage. . . . 

R. Attendance at.Meetings 

When it is in the interest of ·the contract for an employee to attend . 
professional meetings, he Yill be re'i.mbursed in accordance wi tb ':the 
Travel Policy as shown in Q. 

S. Standards For Administration 

1. In Excess of MaximuM Rate 

2. 

Wages or salaries in excess of the ma.ximum rete-approved 
for a classification will not be reimbursed ... 

Below the Minimum Rate 

Wages or salaries below the minimum rate approved for a 
classification may be paid during probationary or training 
periods. 'That portion of en increase-necessary to.brlng the 
wage or salary to the minimum of the range will: not~ be 
subject to the fifteen per cent limitation on. merit increases. 
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. .___..·· 

.·. ~-, 
.-.~ Y" . 
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"· .": ·:::· 
:-.;"'·:!:_;:_: 

.;:-:. 
Merit Increases 

· Herl i increases may be granted·: u"p·· to a.n ainount :equal 
:to qrte13n\"Pe,r. cent of· the ·:b8.se rate for ·:the.·. cl'assifica.tion 
· dur~g- each titelve-month." period. · The· fitst. tYelve-month ,, 
:."periOd wil.l~begih ·on tl)e'.date t}Je-employee is assigniid: 'i: 

.. , .. ~ ~. :.-

.. : 

... 

··through ·J8iOOO per:_yeer1·';_ir::sucb-actiona ·ar&·.ldtbih ·the· .. ·~_. i: · ..=-.:· · .1 • .. · 

:llmi~tl~n~;.'of! o~l:lar._ ~ge· an~'-.s~lary.' ·c?ri~~o~~:~ffi~ .Afl~·salacy~' :": . :: ;'· '· . 
. ... actipns ·in:';excess -~f $8,ooo:and all:exceptions~.J,o~other., :: · -~; · ,. 

· · . :wage imd,.sS:laiy . controls ,;vill require,. priorc·il:Piirova:I;::·of:.: · •· ,,; .... _.. 
· ·'AEP~<.RBcjuesti Yin-·ba.-ma"de'~ori ·AE:c Form:.37. --~: .. ( ·: ,:.,_ · .:., ·.·• = • 

. -~--- ·.:.: ·_ =. · •• ·:: • -;~, -· .~ :· :- ~: :.·· 

.r; · Stabil:i..zatio~ Iieglliations·: ,_ .. '•:'. ,;. ·,_, 

All actions are ,sUbject.·to compliance Yith the regUlations of 
appropriate wge or salary stabilization authorities •. :. ·Approvals 
by AEC presuppose .such compliance. . . ,. , .: 
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Uo. .:Z of // Jpies. Series a_,. 

CONTRACT No. AT(30-lbl293 · 

A11ENDMENT No... 1 

CONTRA.CTOR AND ADDRESS: 

!MENDHENT FOR: 

LIMI'l' OF GOVERNMENT LIATIILI'I'Y: 

PATI1ENT · '1'0 BE MADE BY~ · 

SYLVANIA ElECTRIC PRODUCTS, INC., 
1740 Broadway, 
New York, New York. 

EXTENSION OF TER!1 TO SEPl'EHBER 30, 1953. 

I 
As provided for in 6b of Artie~ IV, .. 
the total being $3,990,000.00 · 

· Divl!?ion of Disbursement, 
United states Treasury Department, 
New York,.New Yorko 
Submit invoices to~ 
Uruted States A.tomic Energy Connnission, 

. Po· Oo Box 30 - Ansonia Station, .. · 
New York 23, New York. 
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CONTRA.CT No. AT(30-l, ~...293, Amend. No. 1 • 
.1_ 

THIS .A,MENDMENT ,. entered into the 19th day of June, 1953, by and 
between niE UNI1ED STA'IES OF .AMERICA (herematter referred to as the 
11 GQvernment 11 ), as represented by· the UNITED STATES ATOMIC ENERGI COM­
MISSION (hereinafter referred to as the "Connnissionn) ;· and SYLVANI.&. 
ELECTRIC PRODUCTS, INC. (here:i.na!ter referred. to ;;J.S the "Contractor"); 

- 'WHEREA.S, the .GOvernment anq tll.e Contractor, as of the loth day 
of Dec_einber, 1951, entered into Contract No. AT(30-l)-1293 for the per­
formance· by the. Contract-or of. certain re::;earch and developnent. wor.kr and 

. . . 

WHEREAS; the parties hereto desire to amend said Contract, as 
hereirui!ter provided; aild · · 

- WHEREAS,· this Amen:iment is· authorized by law, including the Atomic · 
Energy Act of 1946, as amended; 

_ NOW, 'JHEREFORE, Contract No. AT(30-l)-1293 is hereby amefided_, out 
only in the following respects: . _· i . 

1. The. following is added at the end of the present text of 
paragraph 1 ·of Article I~ 

"Between July 1, 19.53 and September JO, 19.53, however, the Con~ 
tractor shall conduct under this Contract only such studies, 
experiinental investi·gations and other research and development 
work as the Contractor and. the Commission mutually agree upon 
in advance in writing;· which writings may or may not be in the 
!orm of ! ormal amendment or amendments to this Contract·'" 

2 o In paragraph 1 of Article m, II June 30, 19)311 is changed -to 
i1September 30, 195)11 • 

3 o The -punctuation mark at the end o! the· p1~esent text -o! la of 
Article rv"is deleted and the following.is added immediately tl1ereafter: 

11with respect to all of the work and services provided for in 
this Contract other than those added by Arnendm~t No. 1 to 
this Contract, plus such· sum w·ith respect to the work and ser­
vices added to. this Contract by .Am_endment No. 1 to this Con= 
tract as the- parties mutually agree upon in writj,ng as 
reasonable or,, failing such ~greement, as is determined pur-
suant to Article XIV .it · 

-·1 ... 



4. The' following is added at the end of the present text of .5a 
of Article IV: 

11Until the adqed smn ·provided. !or J....ri. la o! this Article is so 
determined, the· pr~ceding seni;Emce shall be deemed· to refer 

· only to the initial fee o! Op.e Hundred· TWenty Thouse.nd Dollars 
($12o,ooo.oo) .• u. . . i/ .. , . .· /, . · 

5. The text o! 6b o:t Article IV is changed t.c;l read ·as !ollowst . 

. "b. Obligations. Theifommission has obligated for 4s. 
Contract., t:~an obligational authority available to it, the sum.'~ of · 
Tlu-ee Million Nitie llundred Ninety Thousand Dollars· ($3,9.90,-0Qb.oo) •. · 
Sal.d amount may be i.ri:creased by the Commission, in: ita disc~tion,. ·.: 
fronr time to time. Notwitl:lstanding any other provisions or' this 
Contract; · · · 

(i) 

(ii) 

(iii) 

. ' 
. ' . 

The 9ontractor shall promptly hoii.:ty the Com-. 
mission in writing whenever it believes that 

· the · suni ot Three Million 'lWo Hundred Sev~pty-'l'Wo 
Thousand DolJ..ars ($3,272,000~00), or sucf _,:in- · 

, creased sum as the Conunission may in ·it.9~'discretion 
specify in writing at any tinie or times', is 
insufficient with respect· to all of the work arid 
services Under this Contract other than those 
added to· :thl.s Contract by Amendment No. 1· to this 
Contract; and .its notice shall contain its estimate 
of the .a.niount of. such .irisufficiency;. 

The Contractor shall promptiy notify the Coffimission 
in l-Iriting whenever it believes that the· swn· of 

. Sev9n Hundre.d Eighteen Thousand Dollars ($718;ooo.oo), 
or such increased sum as the Commission in. its. dis- . 
cretio.rimay specify in writ:i.ng· at any time or times.,. 

· is insufficient l'Tith respect to the work and ser­
Vices .added to .this Contract by Amendmemt rio. 1 to 
this Contract, and its notice shall contain its 

· estima:te of the amount of its insufficiBncy,; 

If and when the totxil amount paid and payable t.o . 
the Contractor under. this Contract (including the 
initial.fixed fee of One Hundred Twenty Thousand 
Dollars ($J20,ooo.oo), and the actual or estimated 
amounts unpaid by the Contractor on all pertinent 
subcontracts and· other pertinent collllllitments on 
the assumption that they will be completed), ill 

- 2 ~. 



(iv) 

connection with the work and services referred 
to, in ( i) above, shall equal. the sum of Three 
Million Two Hundred Seventy-:-Two Thousand Dollars 
( $3' 2 72' 000. ()()) ~ 0 r such increas~d sum as the 
Commission may in its discretion specify at any 
tinie or times, the Contractor shall not be ex~ 
pected to incur furtoor· expenses in connection 
with said. ·work and :servic.es ·.nor to "perform: further .. 
in connection therewith unless the Commission 
agrees in writing to increase. said S'lllll by an amount 
sufficient to cover additional work or services; 

. . . . . . . . 

It: and. when the total ainount paid and payable to · · 
the. Contractor under this •- Contract ( iilcluding. the 
actual or estimated amolint~. unpa:i.d by _the Con- . 
tractor on all pertinent subcontracts and other 
pertinent commitments on the assumption-that they 
will be completed, and including the sum to be . 
added to the fiXed fee as pro'vided !-or in 1a of 
Article IV . or i.r said sum shall not yet i!ve been 
determined including such. estimate there as the· 
Contractor makes iri good faith), in conn·ction with 
the work and services referred to in (ii) above' 
shall ,equal the sum of Seven Hundred Eighteen· 
Thousand Dollars ($718,000.00), or such increased 
sum as the Commission may in its discretion specify 
at any time or times, the Contractor shall not be 

·expected to incur further expenses in connection 
YTith said vrork and services nor to perf'onn further· 
in connection therewith unless the Commission· 
agrees in writing to increase said sum by an. 
amount· sufficient to cover additional work or . 
services; 

(v) The Contractor shall per!orni the .work arid services 
referred tci in (ii) .aboVE:~ at monetary levels not 
in excess ·of those. fiXed by the Commission· in-. per­
tinent written notice.s to the Contractor, arid the 
:Cont:ractor shall promptly notify tlie Conimission 
in Writ:ing l'fhenever it believes that any of the 
latter levels may be insu,fficient; and 

(vi) The liability of the Government under this Cont~act 
shall be ~iteQ to the respective monetary ceiltngs 
provided for in the first sentence ·of this sub- · 
paragraph b and· in (i) through (v) above, as same· . 
may be increased by the Commission: in its discretion 
in writing." · 

- 3 -
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IN WITNESS WHEREOF, the parties her~to have executed this Amend­
ment the day an:l year :first above written.·_ 

TiiE UNITED STA ms OF AMERICA 

By: 
Wit·nesses to execution k ~rontractor: . 

. . · ... ;;;;:~ Jll/. 

·.-~ 

,.·, .. , 
r! .'• ;-: .. 
~ ~~-: /.i ·~· 

_ ' (Address) ·· _ './ · 1 

A omic Energy Divisio~ 

l 

.. 

m WITNESS WFIEREOF, I· have hereunto a! .fixed my hand and the seal 
o.f said corporation. 

(Corporate Seal) 
~--
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- t:i~liTJ,J ~1~ft .. TE..? 
ATG!GC ~.iEP.JY CJ!•U"·:I.S~ICZ~ 

New y.:,rl~ i=!r..:e::a. .. .::ior:.s f)ff"ice 
F 

.-!.ddr·ese reply to: y 

Nanager of Operatlons 
U. S. A trnr.ic Energy Cor.;m.isL; tor:. 
P. o. Box 30 - Am•onia St;a·~ioE 
New York 23~ New York 

and refer to GC:Jfl 

Sylvania Electric P:r.odu.cts_. Ire. 
P. o. Box 59 
Bayside, New York 

Attention: f•lr. w. E. ·~a ?g:~tor~, .Director 
Atomic '!:nePg:r ::;ivj.sic,rr 

Su.bje~t: CONTRACT No. A'i:(30-J.}-l293 

G~ntleJT:en: 

Ref'erence is made to po.r~:!gr>-3.ph ~- of Article II of Contract :No. 
AT{30-l)-1~93. . 

You ?.re heN:by given pennis.sic-n t-y the Com;r:.1asion to utiliZE! the, 
Hicl~s;oille pr-e::nist:·S anu. ·~h>~ i~;:~@S cf G::lV2r;::mer;.t··::Otmed prope:::-ty 
situated in the Er:g:~neer-in.;-;~ I::r :'if<:ing: <ll1d f~acrdne Shop Departments 
at. Hiclrsville, a.l"lc, i;he G·JVt~I:'P&;ei-:~--owr:ed fu!'ni t·~.:.r·e ar~d office 
equipmer."t in the Hicksvilh: pren1ises, :1r.·j the persor:.nel at Hicksville~ 
for the purpoe e of condu,!t:i..ng business c;.t :.::hoae premises other 
than in f'urther·an.ce of' t;1e ·11m'k p:.r.•cvidr:;:l for ln Ccntra.ct }~o. 
AT(30-l)-1293. Tl. • .iG per:nis.sion. r~latetS only to such wol"k, other 
than that. pr-ov1deC: for in r,ontrac·t ~-Io. A'I(30~1}-1293~ as is no·;; 
otherwise to b~ o€,ri~ormed ;:'.:>J:. the Cvrr.rr.issicn or for Cotllaiss5.on 
contractors or' s~li:•contra·~tors in f~r:--:t~erance of the~r.· Commi::::sior:­
connected f.l.gr'eemer;ta. T..1e wol:"·l< covered ""-:Jy tl1is permission is 
. hereir.aft·cr in. th:ts Le~t·~r -r-erer:r·:7-d t.-:. &.~ "cutsijP. ~;ork." You 
are he:;:eafter in this Le·~ter referred to as the "Contractor." 

The follol;ling te:rms. and •::on·jitions are part of this penniaaion: 

1. '!his per-misn! -:>n is te::'m:lnable by th~ Commission in whole or in. 
part a.t any tin'e or t:L.mes by written notice to the Contractor. 

2. These terms anC: condi·tions may be supplemented or otheraise 
amended in any respec·t;s by the Commission at ar:.y t5.me or times 
by written notice to ·;he Contractor. 

3. The work under Ccntra•::t No. AT(30-l)-1293 sl-..all at all times, 
and without any qua1L'1nation or- 11m:!.ta~1on. Hhataoever, have 
the absolute pr·iorH.y in ·time_. effc::ot; ·and in all other signi­
ficant respec~ over an:; outsije \\'O!'k. 

_;' 
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Sylvania Electrio Products, Inc. -2- September 1, 1953 

4. The Contractor shall make such reports to the Commission as the 
Commission may request, and shall othe~~ise cooperate fully with 
the Commission, in connection with such analyses or other 
examinations that the Commission may make to ascertain whether 
to continue with permission in whole or in part or to amend 
these terms and conditions in any respects. 

5. Except as the Commission may otherwise specirically approve in 
writing, only the personnel in the Engineering, Drafting, and 
Machine Shop Departments may be utilized as direct labor for 
any outside work. There shall be no personnel .changes in any 
ot those three departments, nor shall there be any persorJlel 
changes in any or the other departments at Hicksville by reason 
ot outside work, excluding dismissal or resignation actions, 
without speci.fic written approval o.f the Co!JUUission. 

6. Beginning with the month of December, 1953, the Contractor sr~ll 
rurnish the Commission each month, on or about the 15th day of 
each month, a statement containing an itemization and brief 
description (including estimated com~letion date) or the out­
side work that in its eotimation, arrived at in good faith, it 
expects to engage 1n at any time during the monthly period 
ending on the 15th d~r of the .following month. Beginn1~_w1th 
the statement to be submitted on or about January 15, 195ll, each 
statement shall also itemize and describe briefly all of the 
outside work in· which the Contractor was actually engaged during 
the monthly period ending on the due date of the report and . 
shall explain the difterences (and the reasons therefor~ between 
the Contractor 1 s estimate or its outside work for the ensuing 
monthly period given in its previous monthly atatement and the 
actual outside work in which the Contractor was engaged during 
that monthly period. 

1. Prior to beginning any outside work the Contractor shall in each 
case, in manner and form acceptable to the Commission, record in 
~pod faith the nature or the work and its reasonable estimate or 
(1') the amount of time of the various Hicksville direct labor 
personnel entailed in the performance, (ii) the costs for said 
direct labor, (iii) the amount of time or the various Hicksville 
supervisory personnel entailed in the performance( {iv) the 
Government-owned equipment to be utilized, and (vJ the amount 
ot time of utilization or each item or such equipment. As the 
outside work progresses the Contractor shall record and evidence, 
in manner·and form acceptable to the Commission, the actual time 
spent on outside work by the direct labor personnel, and such 
other data respecting the utilization of personnel, Government­
owned equipment, or the Hicksville premises as the Commission 
may require from time to time. The Contractor·shall make such 
:reports to the Commission concerning the estimates or dat-a 
referred to in· this purag:ra.ph as the Conunission may require. All 
ot the records, reports, and statements referred to in this 
permission shall be Government-owned and fully covered by the . 
provisions of Contract No. AT~30-l)-1293 pertaining to Government-
owned records_,. reportn_, and de.-l:a. · 
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Sylvania Electric Products~ Inc. -3- September 1, 1953 

8. It is understood that the outside work is not, among other 
things,.. "work under this contre>.ct" as :r.et'erred to in the 
Pat<mt provisions of Contract No. AT(30-l)-1293. It is fur·:.her 
understood that the Con~ractor shall be liable~ and shall 
account promptly therefor to the satisfaction of the Colllllisaio~.f 
for all lose or destr-rJction of or damage to Goverr!lnent-o~med 
property in the Contractor's possession or c~1stody by reas~ of 
Contract No. AT(30-l)-1293 which occurs by reason or o~ ~n 
conn.ection with any outside work and results from a:r~ raul1; or 
negligence or the Contrac'tor, its o.ft'icers, agents, or ef!!Pl•::>yees .. 
or others whose t'ault or negligence is attributable to the 
Contractor. 

9. 'l'he Contractor shall, of course, pa,y directly to \lrhomsoever nc.y 
be involved, as a matter wholly unrelated to the work and the• 
costa provided for in Contl~act No. AT{30-l)-1293, for all f:reigtt 
charge3 and for all ~teriala and supplie~ connected with its 
outside work, as well as for all other items of non~Governmer,t­
owned property which the Contractor desires ~o use in connection 
with ita outside work. It is understood~ however~ that nothing 
in this permission shall be deemed to preclude in ar~ respect tr.e 
implementation of subdi•Jiaion {ii) ·:)f paragraph 8 of Articl•'! V ci' 

. Contract No. AT(30-1)-1:293. It is further t:!nderstood <cha~ ·the 
Contractor shall not, without the specific \'!ritter .. appro\•al of: the 
Commission, inatall in the Hicksville premises for its use for 
any outside work any non-Government-owned equipment. 

10. B.y application of the following syste~! and at t~,eo and ill 
manner approved by the Commission, the Contr:1.ctor shall ·pay or 
credit the Government under Contract No. ATC3.0-l)-1293 the 3t:ms 
detErmined as hereinafter provided: 

a. The following categoriea of cost for the cperation, maintenar~ce~ 
and administration of the entire Hicksville facility are to te 
distributed as follows: 

(1) Expense labor costs are to be distributed to each of 
the Ope1•ations, Quality,. Engineering Overhead, Ad.'"'linio­
trative and General ~~erhead, and Security De~ar~~ents, 
based on·the respective numbers of e}~ense laoor 
personnel assigned to the said Departreentso 

{2) Payroll costa are to be distributed tc each of tho 
Operations*, Quality*, Engineering*, Drat'ting·• 1 

Machine Shop*, Engineering Overhead*, Admi~iutrative 
and General Overhead*, and Security* ~partments based 
on the total w.ages and salaries {incl,;.ding e)...-pense 
labor) .for each of the sa1d departmen·t a. 

SYL00005325 
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(3) Occupancy costs are to be distributed on the basis of 
the square rootage occupied by each of the Operations, 
Quality, Engineering, Drafting, Machine Shop, and 
Administrative and General OVerhead Departments. 

(4) Utilities costs are to be distributed as follows: 
Telephone costs entirely to the Administrative and 
General Overhead Department, power and light coste 
70% to the Oparetiona Department, 2~ to the Machine 
Shop Department, and 10% to the Administrative and 
General OVerhead Department, and water costs 90% to 
the Operations Department and 10% to the Administrative 
and ae"neral Overhead Department. 

(5) Division Prorate costs, consisting of the management, 
accounting, procurement and other administrative 
functions at Bayside pertinent to the Hicksville 

·operation, are to be distributed entirely to the 
Administrati vo and General OVerhead Department. 

(6.) General Plant coats consisting of the following items 
are to be dist:ributed as follows: 

(i) Transportation: To be distributed entirely to the 
Operationu Department. 

(ii) Freight or SF Material: To oe distributed entirely 
to the Operations Department. 

{iii) ~tlscellaneoua: To be distributed entirely to the 
Administrative and General ~~erhead Department. 

(iv) Travel: To be distributed to the particular 
Departmeni; 1n which the employee-traveler is 
employed._ 

(v) Postage ~d Messenger Service: To be distributed 
entirely to the Administrative and General OVerhead 
Department~ 

(vi) Moving and Installation: To be distributed to the 
Department in which the work is performed • 

(vii) Rental ot Equipment: To be distributed to the 
Department using the equipment. 

.;,.:~ .. 

:·i. 

(viii) Othe~ General Items: Tb be distributed entire~ 
to the Administrative. and· General OVerhead Department. 

(7) Depreciation costs consisting of the following items 
are to· be disi;ributed as follows: 

. :.~ 

··:·. 

i ______ ..... 4 
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(1) Process Equipment: The fixed monthly depreciation 
charge is·$7,632.00 and is to be distributed 
entirely to the Operations Department. 

(ii) Laboratory Equipment: The fixed monthly depreciation 
charge is $5,115.00 and is to be distributed 
entirely to the Quality Department. 

(iii) Shop Equipment: The fixed monthly depreciation 
charge is $6,691.00 and is to be distributed 
entirely to the Machine Shop Department. 

(iv) Medical Eq\lipment: The fixed monthly depreciation 
charge is *3.00 and is to be distributed entirely 
to the Administrative and General OVerhead 
Department. 

(v} Motor Vehicles: The fixed monthly depreciation 
charge is 4i5l.OO and is to be distributed entirely 
to the Adllrl.n1strative and General Overhead 
Department. 

(vi) Security and Protection: '!he fixed monthly depre­
ciation ch£~ge is $27.00 and is to be distributed 
entirely to the Operations Department. 

(vii) 

(viii) 

(ix) 

Improvements to Property: The fixed monthly depre­
ciation charge is $943.00 and is to be distributed 
entirely to the Administrative and General Overhead 
Department. 

Miscellaneous Equipment: The fixed monthly depre­
ciation charge is $159.00 and is to be distributed 
entirely to the Administrative and General OVerhead 
Department. 

Furniture and Fixtures: The fixed monthly depre­
ciation charge is $654.00 and is to be distributed 
entirely·to ·the Administrative and General Overhead 

· Department. 

(8) Indirect Materials costa are to be distributed to the 
Department using the material. 

(*These are all of the Departments.) 

b. The total of the Engineering Overhead Department costa, 
· consisting of the expense labor and the other various items 

o? coat allocated to that Department pursuant to a. above, 
ia to be ascertained and distributed entirely to the Engineering, 
Drat'ting, and Machine Shop Departments on the basis or the 
respective t~tal, for each of those departments, of all the 
labor costs:(notreferred to in a. above) therefor. 

____ _1 
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c. The total o~ the Administrative end General OVerhe~d 
Department costs, consisting of the expense labor "l."'ld t::1~ 
various items or coat allocated to that Department pu:-:os'.JB.!~·: 
to a. above., is tc be asce:.. ... ·;ained 1ir:.c1 distribu'.:~ed entirel:; 
to the Operations, Q";J.ali ty. Eng:ineerlr.g1 Draf"';ir.,J;, :.::=:.or.in<: 
S.l-top: and Security t-epa.rtmen:~s bE'.sed on .the respective to;;:;.::., 
for each or those Departmeno,;s, of an the labor costs t::J.ei'2f·~~:' 
{that is, those referred tc and thosE: not refe:.o:r:-cd -to in !", 
above) plus the other various i":;en:.s of cost allocated to B&i,: 
Department pursuant to a.. above plus (l'11th r·e3pet:!'; t.c :.::e 
Engineering.~ Drafting_, and 11achine Shop Depe.r·~ner.t::;} ·~he 
items of cost allocated to said Depaz•tment J;urstw.:tt to 
b. above. 

d. \Uth reapec·.; to each of th~ Engineerj.ng~ Draft.~ng, 3..:.1d 
Machine S:."lop Depar·tmemtD, 7-he t~tal c.:f' the' costs alloc~~~ed 
to said Department, eonsis"ting of alJ. ~he H.bo::> cos·t;s (~o·.~ 
referred to in a. above} plus all of' the co~-tJ allc~ete:l 
pursuant to a. through c. above~ is t;o be ae.c.:.i:··;~uir.·ad; frem 
that total the total amount or the Df.lpar'crr:er~t· s diT.'act 
labor salaries and wages is to be subtra.ctec .. 

e. Hith respect to ea.ch of the Engineertng,, Dre.f-cin.g, and 
Machine Shop Depar·tmenta, the a.'Jount last determined 
pursuant to d. abcve is to be multiplied by a f::?action th1~ 
numerator of whicl:. is the total of tlle ~pa!'tment' a direc·; 
labor wages and salaries allocated for "':.he time of said 
labor spent on outside worl~ and t.h.e denomim~tor of Nhich is 
the total o? the I-epr:trtment • s direct labor wages an.d 
salaries. · 'l'he thr·ee resulting Hmcunts~ plu£. the dire·~t laboP 
wages ar..d salaries allocated fo:~· t.he time of 3a.id labor, :in 
each of the three said Depa!'tmer;.ts, npent; on o:ttaide "ct~ork., 
nre the s~a to be dl.ie from the Ccntl~act-or. 

f'. All distributions and allocations rererred to in tl11s 
permission shall# of cou.rse, be. subjcc·~ to the approval o=r 
the Comn!ssion. 

g. All ar11ount3 to be paid or credited to the Gc,vernmer.t pursuani; 
to this permis::Jiop. st.ta.ll be 30 paid or crEod:l.ted as and wh~n 
detem.1ned by the Ccll'.missic:t. Fending the f;scertaill!ll.ent ;md 
determ~nation or the actual sums dUe under this permission, 
whi~h shall be effected at time or t~es Eet; by the Commission.~ 
the Contractor sha.ll pay or c!'edit the Gc.vern.'llent, as reques1;ed 
by the Ccnnnission, en the hisis or pr•ovi~ional ratea or sums 
established by the Commission fer the pur-p.ose; e.ll such 
provisional rates or sU:--ns n~mll s~bseq_uentl~' !'>e prc~ptly 
adjusted to accorrl with the act<??.l Sl.mm du.e, 

h. T'.oe Contractor sr..a.ll paJr d1:r>ec ·e;: ~~, c~~ pay or credit the 
Goverr.mer.t, as the Ccn:n::s,Ji::r; r~.:_-~ue~~:-s .• for all long 
distance telephone ca.lls~ ">'leg::-.:o:;r.s~ a;..d t.!'c:vel cf pe.rscnnel,, 
relating to the ot:t~:l.de WOJ!%_, ''l.Ld for such C~t:ilP.!' 1tezns of 
expense rel1~ting to cut'J~.d.-; t'tor!~ e.s the Ccnm:i3~.tcn may find 
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h. should properly bE! covered by t::Ois subdiv-ision h. Arnc.:.g 
other things, the Ccr.tractcr sMll, ur..der this S;!bdivisio::-. ::,. 
pay, or credit the Gover-r~ent with, all 2h~enses rel~tl~g 
to Workr.1en 1 s Comp~::n.£a.t1on J)l3"1lr::noe ti1hic ~ aPe :w .or· ar_i at.:; ;r.::­
those which 1>":lUld h!::.V£: teer: ln.c'.:.::?reo. or paid .• ::.1.nJ 
reimbursable undel' C'cr.,trec:: No. A~\30-1)~1293 1 - if :t-..is 
permission has not teen gr:~;:~ed. 

i. All dlspu~;es undel' cr in con.!!ectior~ wi -r ... : L~G 0e::mis:::.:5.(T. 
shall be resolved Dlirsuant ·,;o the provisions of' Ar:iclE> XIV 
of Contract No. A~~:0-1)-1293. 

Copies 1 and 2 of this Letter are for yo~r Exo;;c·~.~t:.ort, :t:r.d p:rcr;;J:·t. 
return to thi3 office; <!OJ:-Y 3 is fer yo·ur ::-etr~r~~im:. 

By: UNITE:' STATES l".'f'CMIC ENEiUY C~lfi!.~JJ.~ 

/s/ H. B. F:. 

A.greed: 

SYLVJI.NIA ELECTRIC PRCD\JClTE-; Ii~C o 

B1J: /s/ w. E. IO.~n'='g_s_t_on _____ , 

Title: __ _,G,e~n~.e~rr·a~l~M.~ru~-~·=a~g~e~l·~~-r 
Atomic Energy D1\-1e.ion 

H. B. P::-y 
l·1!L:-•. abE-r 
New Ycrl-t Cp-~ra~io':ls Office 
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This doc1,:-. . ..,nt c···'sists of :1 pages • 
Noo ~. L /.;J, Jpies. Series ~ 

.lddress reply to.s 

·Manager of 0?.3rations 

UlUTED STATES. 
ATOMIC ENERGY COMMISSION 

·New York Operations Office 

U~ S • .A.tomic 'Energy Gonmii.ssipn 
P • 0 •· Box 30 -;- A:nsoilia Station 
lfew 'Iork 23, :lew York 

~f!ective. as of september 1, 1953 
. and refer to·a GC:JR '· 

. SrlvaBia El~otric Products, Inc~ 

. P. o. Box 59 · 
Bayside, Xew York 

Attentiom · Mr. W. E, Kingston, Dilrector 
Atomic Eilergy IDi.vision· 

Subjects 

Gentlemen:: 

I 

Reference is made to paragraph 4 of llrticle II of Contract No. AT00-·l)-1293o 

·rou ar~ he~ecy gj.ven .Permission by the· Commission to utilize the H;i.cksVille 
prenrl,ses a,nd ·the 1iteins of Gove.rnment~wned property situated in the Engineering' 

. Drafting;, ·.d'Dd. Machin~ Shop· Departments at Hic~sville, aoo the Government-owed 
· furi:rl. ture and office equipment. in the . Hicksville p:renP..Bes, and the personnel 
at Hicks'vi~~; 'for the prirpose of' conducting business at those· premises other · 
than in furtherance of the work provided for in Contract }Jo • .A.T(J0-1):-1293· 
This penussion relates oniy' to such work» other than th~t provided 'for in . 
C~mt.ract )(o~ J.'f(JO ... l)-1293, as is not otherWise to' .be performed !or the Com~: 
mission or. !or'Collll1li~flion ·contractors or:subcontractors ;ln. furtherance· of 
. their Conimissioh-cormected. agreementso The work c6v:e:red. by· this pennission 
·is hereiria!ter ·in thiS Letter referred to as "outside work11 o You are here­
after in th,is Letter referred to as the 11Contractor11 o 

·The following :terms and conditions are part of this permissiom 

1. This, ·pennission i~ terminable by the Commission in whole· or in part at·. 
any time or times by written notice tO the Contrac'toro 

2. · These tenns and' conditions may be supplemented or otherwise amended in 
any respects by the CoiJll1llission at ahy time or times. by written notice . 
to the Contractor.. · 

·3. The work U!Jder C(;nt;t:-act lo~ AT(JO<=>l) -1293 shall at· all times, and, wit~C?1:l.t: 
any qualific~tion· or limitation ~hatsoeverj have the absolute llrioi".ity 

. iri time, ei'fort, and in all other significant respects, over any outside 
work. · 
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4··· The Coritracior shall make such reports to the· Commission as the Com~ 
mission may request~ and shall-otherwise cooperate fully with the 
Commiss;io·n; in qonnection' with· such a.nalyses or other e~nations 
tha.~ the Coimnission· may make to ascertain whether to contift:ue this 
permission in .w.hole or in part or to amend these terms and conditions 
in aQY respects.· · 

5. Except. as· the· Commi.ssion .may otherwise specifically app]f"ove in writing,· .· 
only the personnel in too Engineerh~g, Drafting,· and Machine Shop. De­
partments may be utilized as direct iabOr for any outside· work. .There 
Shall b~ no· perSonnel. cbB.nge~ in any of those three departments, nor 
ahall.there·be any personnel·.chang~s in any of the other departments at. 
Hicksville by reason of outside work, excluding dismissal or resignation 
actions, without specific written apProval of the Commission. 

6. Beginning With the month of Pecember, 1953, the Contractor 7hall furnish 
the Commission each month, -on or about the 15th day of eacbf month, a 
statement conta,ining an itemization and brief description (includ:Lng 

· .. estimated completion date) of the outside work that in its estimation, 
arrived at·in good' faith, it expects to engage in at any time during the 
monthly perlod ending on the 15th day of the following month. Beginning 
with the statement; to be submitted on or abQut January 15, 1954, each . 
state~~nt shall. a;J..~o iteinizf3 and describe briefly all of the. outside work 
:in which the Contraytor was actually engaged during· the monthly period · 
ending on the due· date of the report, md shall•explain the differences 
(and the rea:sons therefor) between the Contraetpr• s estimate of its · · 
outside work for the ensuing mont~ly period giVen in its previous 
monthly statementarrl the actual outside work in whic)l the Contractor 
was eng~ed during that monthly periodc 

'· 1 ~ Prior to b~ginhing any outside work the Contractor shall in each case) 
in manner and fonn a_cceptable to the Commission, record in good faith 
'the nature of the work and its reasonable estimate of ( i) the amount 
·of time of the. various Hicksville.· direct. labor· personnel entailed in 
the performance:, ·(ii) the costs for said diXect labor.? \(iii) the amount 

·of time of· the various-Hicksville supervisory personnel entailed .in tOe 
perfomance; (iv) ·the Government~owned equipment to ·be utilized, .and 
(v) the amount of time of utilizatioh·of each item of such equipmentc 
As the 6uts~de work progresses the Contractor shall record and evidenwe.9 
iri manner and form acceptable to the Cominission, . the act).lal time spent 
on outside Wo):lk by the direct labor pers'onnel9 C!-nd such other data re·~ 
specting the utilization of personriel9 Goverrunent-owned equipment~. or 
the.Hicksville. premises as the Commission may require from time to timee 
The Contractor shall make such reports to the Connnission concerning .the 
estimates or data referred· to in this. paragraph as the Commission may 
require • .lll of the records, reportsSl 'and s'tatenients 'referred tO in this 
permission shall be Governinent'""()wned and fully covered by the provisions 
of Contract KOo AT(JO=l)-1293 pertainirig to Government-owned. records.)) 
!'ePorts, and data. 
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8. 

10. 

It is urrlerstood that the outside work is not,. among other thi.rigs3 
11work urider this contra.ct11 as referred to in the Patent provisions. 
of Cdntract Ko • .A.T(J0-1)-1293. It is· fnrther understood that··.the. 
Contractor shall be liable;. and shall account promptly therefor to 
·the satisfaction of the Commission, _for ail loss or destruction of 
or damage t.o Goverrnnent-owned property in the Contractor's possession 
or custody by reason of Contract lfoo .AT(J0-1)-1293 which occurs by 
reason of or in connection with any outside work and resUlts from any 
fault or negligence of the Contractor, its officers; agents, or em-· . 

. ployees, or others whose fault <:>r negligence is attributable; to the 
-. ContraetOr. · · · · · 

. ·. - . 

The Contractor shall, of :course' pay directly to whomsoever may be 
introl'Ved, . as a. matter wholly ~elated to the :work and tm costs pro­
vided for in Contract Xo. ·AT(J0-1)-1293, for all freight charges and 
for all materials and supplies ·co.nnected with its outside work, as . 
well as for all other items of: non..Oovernmen:t-owned property which· the 
Contractor desires to use in connection with its outside wt?. It iS. 
understood, however, that nothing in this peiinissiorj shall, .e deemed 
to preclude in any respect the implementation of subdivisi n ( ii) of 
paragraph 8 of Article V of Contract Xoo AT(JO~l).-1293. It is further 
understood that the Contractor shall riot, without the specific written 
approval of the Commission, install in the Hicksville .Premises for its 
use for ari.y outside work any non-Government=owned equipment. 

By application-of the following system, and at times and in manner 
approved by the C onnnission,~~ ·the Con~ractor shall. pay. or credit the 
Government under Contract No. AT(30.,;.1)-1293 the sums determined as 
hereinafter provided8 · · 

a. . The. following categories of cost for the operation, maintenance.~ 
and administration of. the entire Hicksville- facility are to be·~-­
distributed as followsz 

(1) . ExPense labor _costs are to be· distributed to each ~f the . 
Operations·, Quality,· Engineering ·overhead, Administrative and 
General Qverhead.ll and Security Departments based· on the re= 
spective numbers of expense labor personnel assigned. to the 
said Departments. · 

. (2) Payroll costs are to be distributed to each of the Operations*; 
~lity*; Engineering*_9 Drafting*, Machi:ne Shoj:>*, Engineerin;: 
Overhead*, Administrative and General Overhead*, and Security* 
Departments based on the total wages and salaries ( inc-l:udi.ng 
expense labor) for each of the said I~partment,s o 

(3) .·Occupancy costs are to be dis·tributed on the basis of the 
square footage occupied· by each of the Operations, Quality, 
Engineering~ Drafting.ll Machine Shop, and Administrative and 
General Overhead Jl)epartments ._ 
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(4) 

(5) 

(6) 

l . ,. . . . 

Utilities coats are to ·be diatributeq as followst Telephone 
costs i:mt~rely ·to the Administrative ani General·· Overhead.· 
Depa:r:tment, l?owe':r·and light costs 70%. tO the operatipna De- · · · 
partm~nt, 20% to tp,e Machine Shop Department, and 10% to the 
Administrative, and· General Overhead Dpa:rtment, and w~ter 
costs 90% .to the ·operations ])epartment an<i 10% to ·the Admin- . 
istrative anq General OVerhe~d Department~ . · 

Division :firorate costs," ~o~isti:ng· of the ~agement, acooPllti,ng. 
proc.urement and other administrat:l.ve, functions at. Baysid~ per.:. 
tinent to the liicksv:iJ.le ope]:"ation, are to ·be· distributed entire: 
to the Adm:i,.ni.Strative and: General Overhead ·nepartment. . · ·· 

Gen~ral Plant costs consisting of the: .following items are to be 
distributed as .t'oll.Ows: . · · · 

.. (i) Tra.risporta tio~a 
Department. 

. . 
To be distributed entirely to the Operatiol 

I 
· (ii) F;reight on SF Ma terialt 

Opera~iohs Department • 
. ~ . . . 

To be· distributed /ntirel:y to the . 

(iii) Miscellaneous a· To. be distributed entirely to the Adminis­
trative and General Ove,rhe.ad !D3partment. 

( iv) Travel:t To 'be distributed to. the particl,llar Department 
in which the employee..:traveler is employed.· 

( v) Postage and Messenger Service& To .be distributed entirely 
to th.9 .Administrative and General Overhead Department ... · 

(vi) Moviilg and Installations To be distZ.ib\lted to the' Depart~ 
ment in' which the work is performed. 

(vii) Rental of Equipment: To be distributed to the Department 
using th~ equipment. 

(viii) 0 ther ·General Items g To· be distributed entirely to the. 
A.dministrative and General Overhead Departmento 

(7) Depreciation costs consisting of the folloWing items are to be 
distributed as· follows~· 

(i) Process Equipmenta The fixed monthly depreciation charge· 
is $7,632.00 and is to be distributed entirely ·to the·. 
Operations IDepartment. · 

(ii) Laboratory Equipment:: The fixed ·monthly depreciation 
charge ia $5,115.00 and is to be distributed entirely to 
the Quality Departmento 
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b. 

c. 

(iii) Shop Equipment& She fixed monthly depreciation charge 
is $6,691.00 and is to be distributed entirelY to the 

. Machine Shop Departm~nt o · 

(iv) Medical Equipment: The .fixed monthly d~preciation charge 
is $3.00. and :Ls to be distributed ~nt~ly to .the .A.dminia­
trati Ve and General ~verhead ?~partment. 

{v) . Motor Vehicles~ The flxed monthly depreciation charge is. 
$51.00 and is to be oistributed entirely to the Adminis-: 
trati.ve -am_ General overhead lliepartm.e.nt. · 

(vi)' Security and Protections. The fixed monthly depreciation". . 
.. charge is $2 7. 00 and is to he distributed; entirely to the 

Operations Deparitmento · · 

(vii) ImP.r9vements · to Propertyz 'J;'he fixed month:Q" depreciation. \ 
charge is $943.c;>O· arrl is to be distributed .enr·. ely to the 
Administrative and General Overhead Departmen • • · · 

- . ·._ .; ; .. 

. (viii) Misceila:ooous Equipnient s .. The fixed monthly de];)reciation 
charge is $159 oOO and is to be di:Stributecl entirely to th.e 

.Administrative and G~neral Overhead Department.· 

(iX.) Furniture and Fixtures~ The. fixed monthiy depreciati~n 
charge is $654.00 and is to be distributed entirely. to the 
!dministrative and General OVerhead· Depa.rtment~ 

(8) Indirect Materials costs are to be distributed to the Department .. 
· using the material. · · · · · 

.(* These are all of the Departments o ) 

The total of the Engineering. Overhead Departmen:t costs, consisting 
of the expense labcir and the other various it~ms of cost allocated 
to that Department pursuant to a .. aboye, is to be ~scertained and 
distributed entirely to the Engineering, Drafting, and Machine SllloP. 
Departments oh the basis of the . respective total,: -for each of thos~ . 

. Departments, of all the labor. costs (not referred to l.n a •. above) tre.ref 

The. total of the Admirrl.Strative and· General Overhead Department . , 
costs, consi·stiDg of the expense labor and the Various items of cost 
allocated to .that Department pursuant to a. abo:ve, is to be ascer­
tained and distributed entirely to the. Operations, ~lity, Engineering 
Drafting, Machine Shop, and Security Departments based on the respec- . 
tive total, for each of those Departments; of all the labor costs theref 
(that is, those referred to and those not r~ferred to in a. above) · · 
plus the other varioUs items of cost. allocated to said Department 
pursl.lant to a. aboye pius (with respect to the Engineering, Drafting, 
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and Machine· Shop Departments) the i t.ems of cost. a.lloca ted to· said 
Department pursuant to bo above. 

de With respect to each of the Engireeringll Drafting.!> and Machine Shop· 
Departments.!> the total of the costs allocated tO said Departmentll 
consiBtilig .of .all the labor costs (not r.~ferred tO in a.; a_bove) ·. 
plus all of the· costs allocated pursuant to·· a. through .Co abo\re.ll. is 
to l:>e ascertained; from that total the. :total· amount of the Depart­
mentIS direct labor salaries and Wages is to be subtra.c:t.ecfe · 

eo .With respect to each of the Engineering 9 Drafting~ and Ma.ch:llle Shop .. 
De~rt;ments~ tlie amount last det~nuined pursuant to de aboire. is .to. 
be multiplied by a fraction tlie nmneratcr of which is the total of 
the Depa].7tinent•s· direct labor wages and .~alaries allocated for the 
time of said. labor sl;>ent on outside work and the denominator o!' 
which is the total of ·the Depa.:r.-tment as direct labor wages and 
salaries. The three re~ul~ing amounts!l plu.s the direct labor wages 
and sal.ar:i.es allocated for the time of. said J.a.bor)) in each of th19 thrE 
said Deparime·nts, spent on outside work" are· the sums _jo be due 
from the Contractoro · .. . 

fo All distributions and allocations referred to in this permission 
shall)) of course, be subject. t.o th'e approval of the Commiss:i.ono 

g.. All: atn.o_l:mts to be paid or •.nedi.ted to the Government. pursuant to this 
permission. shall oe so paid or credited as and wh~n determined by 

· the Commission. Pending th~ as·certainment and determination of the 
actual" suriis due "under this permission~ which shall be effected at. 
time or times· set by ·the. Commission.!> the Contractor shall· pay o~· 
t:redit the Government)) i:l.S requested 1:zy" the Commission~ on the basis· 
of provisional . rates or S\llTIS . es.ts.blished by the Commis sio:n for. the 
purpose; all such provisional rates or sums shall subsequently be 
promptly adjusted to act::ord wit,h the a~tual BUmS due., 

h.. The Contractor shall pay di.rec.tly3 or pay or credit the Government.~ af. 
t.he Connniasion requests 3 for all long dista~e telephone calls 3 tele~ 
grams.? arid travel of personnel.? relating to, the ou:tBide Work.ll and f.<:<r 
such other items. o.f expense relat.i.ng to ·outside work as the CoiUlltissior 
may fii:rl should properly be covered by this .Subdivision ho Among 
other things9 the Contractor shall, under this subdivision ho.P pay.v 
or cred~t the Goverment rlith!l all expenses. relating to· Workmerirs 
Compen.Sation· Insurance .which are over and above those which would havE 
been incurred or paid, and reimbursable under Contract ,No., aT (30<~1) -:'1~ 
if this penni.ssion had not been. gl'.'anted. 

i. lll disputes un:ler oz· in· connection w:i.th this permission shall be r•3=" 
solved pursuant to the provisionS of Article XIV of Contract No .. 
AT(30=1)=129J., . . . 
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· Sjlvania Electric ·ProdU.Cts, Inc. - 1 -. September 1, 1953 

Copies 1 and 2 of this Letter are· for your execution and prompt return 
to this Office; Copy 3 is. :for your retentiono · 

~reed::· 

Title: 

_,:,.;.......!.,_ 

Very truly yoUrs, 

THE UlO:TEID STA 'lES OF AMERIC.l· r . 

By• Ul{ITED Sfkr)ls I,T=~,&-Y C~IS. SION · ... · .. ili15f~ .. 
·· .~reF~· · · · 

MANAGER 
NEWYORK o"PERATIONS.OFF'JCE:; 

I 
J 
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. CONTRACTOR AND ADDRESS: 

.AMENDMENT FoR: 

This document .consists of .3 pages.; 
No o ~ of· / ~ copies... Series c:::( 11 

CONI'RACT Noo .A.T(30~1)-1293. 

AMENtMENr No o 2 

. - . . 

SYLVANIA ELECTRIC PRODUCTS j INC • j _ 

1740 Broadway;· 
New York3 New York~ 

- ExTENSION OF .TERM TO OCTOBER ~» 1953 • 

. •: 



CONTRACT No. AT(30-l)~l293J) Amendment No. 2o 

THIS AMENDMENT, ent~red into the 29th day of September» 1953, by -
and between THE UNITED STATES OF AMERI~ (hereinafter referred to as the 
"GoVernment") 9 as represented by the UNITED STATES ·a'J'OMIC ENERGY COMMISSION 
(hereinaf'ter referred to as the "Commission"), and sYLVANIA ElECTRIC PRODUCTS» . · 
INC.· {hereinafter referred to as the 11Contractor11 ); · · · 

WITNESSETH 'I'HA.Tz: 

. WHEREAS, the Government and the Contractor, as of the lOth day of 
December, 1951, entered into Contract No .. AT{30=1);..1293 for the performa.nc~ 
by the Contractor e>f certain re·search and development work; and . . 

WHER.EA$,. the parties desire to amend said Contract, as h~retofore. :-
amended, as hereinaf:l;er provided;·. and . . . 

WHEREA.S) this Amend.Ioont is authorized by law.~~ including the Atomic 
Energy A.ct of 1946, as amended; · 

. NOW, THEREFORE, Contra~t N6. AT{30=1)=1293, as her~tof.ote amendedll 
is hereby amended further in the following respectss · -! · 

1. ·In paragraph 1 of Article I, 11September JOp 1953 11 is changed · 
to "October 31, 195'.3" o 

2o In paragraph 1 of Article III» "September 30!1 195311 is changed 
to "Octol:er 313 1953 11 • ·! · 

3.. In la of ArticleiV, "Amendment No. 111
3 appearing in two· places, 

is changed to "Amendments Nos. 1 and 211 • 

4. In 6b of Article IV.~~ "Amendment No .. 1 11 , wherever it appears,V 
is changed.to 11Amel1Clments Nqs., 1 and 2"., 

IN WTINESS WHEREoF 3 the parties have .eXecuted .this ·Amendment the~· 
day and year first above written •. 

Witnesses to ·execution 
by the Contractor& . . . d.· 
J:::j;;~~l 
.'\&.o~sq G~· 

\3q,ot a.i ~-

THE UNITED STATES QF. AMERICA. 



I, 

named ·as Contractor herein; 

that -~=zr-..~.L~...:....-:_::~:!:::!:~~==~ who signed this Amendment on behalf of 

then bit&; . ~of said corporation; that 

said Amendment was duly signed for and on behalf of said corporation by 

authority of its governing body an:f is within the scope of its co.rporate 

pciwers. 

IN WITNESS WHEREOF, I have hereunto affixed my hand and the seal 

of said:corporation. 

(Corporate Seal) 

- 2 -
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CONTRACTOR AND. ADDRESS: 

AMENrnENT FOR s 

·This document sta of c pages. 
No. "2--- of // copies. Series qr • 

. . COm'RACT No. AT{J0-1)-1293• 

. AMENI11ENT. No.· 3 

,siLV~ _ELEcTRIC PRODUCTS, INC. 
· 1140 BroadWay, 

NeW York, · Nmr York •. 

. EXTElf)ION OF ·TERM TO NOVEMBER 30, 1953. 

I 
l 



'. 
CONrRACT No. AT()O--- ... --.93, Amend \t Noo 3. 

. . . . -

. · ~ .AMENOONT·,- entered into the 2?th day of October, 1953, _by and 
·between THE UNITED STATES OF AMERIC& (hereinafter referr~d to ~s. the "Govern= 
menttt), as represented by the lJinTED ST.A,TES tTOMIC ENERGY C<:tnfiSSION (hereinafter 
referred to as· the acomriliss_ion"),.an1 SYINUIA ELECTRIC !RODUC'IS,··INih (herein~ 
after referred to as the "Cbntractor"); - _ ·• 

WITNESSETH·. THAT: 

"WHEREAS, the Govermoont and the ·contractor, as of the loth day of. 
Decem~r, .1951, entered into Co.ntract No. AT(30...1)~1293 for the perfo~ce by 
"th_e· Contractor of certa.ix(research ap,d ·develornent work·;. and . . 

WliEREA..S~ ·the. p~ties .desire ~ amend said Contract, as heret~fore 
· ameiXl~d, ·as hereinafter· provided; .and · 

'WBERRtS:i thiS Ainendioont is authoriZed by law,. including the Atomic 
. Energy Act of 1946~ as amet;d~d; 

N<M, THEREFORE~. Contra~t No. AT(JO-l)-1293, as heretofore amended, is 
hereby amended further iQ the follo~ respectss · 

1o In paragraph 1 of Article I, "October 31, 195311 is chaJ:'€ed to 
11 November 30, 195]11. . - ~-

2. · In paragraph Ji. of. Article III, "October 31, 1953" is changed to 
"November 30, 1953".• · · 

3o . In la of Article· IV, delete. "Amendments Nos. 1 and 2", appearing 
in two places, and subst:l.tute therefor "Amendments Nos. 1~ 2, and 3". 

4. In 6b of Article IV~ delete ".Amendments Nos. 1 and 211 , wherever 
it appears., and' substitUte therefor "Amendments Nos~ 1, · 2; .and 3" .. 

·IN WITNESS WB:ER;EOF, the parties have executed this .Amendment the day 
and year first·above written. 

. J • 

THE uNimD STATES OF AMERICA 

Bya UNI'DtD STATES ATCMIC EHE:RGY. COMMISSION 

7~·a.·!f~ 

Title= General Manager, Energy Division 

~ 1-



. - ..... -- --------- .. -··-·- ---···-· •.. --. 

authority o.f its governing body an:l is within the sco~ of its corporate 

powers• 

IN WITNEsS ~OF, I have hereunto affixed my hand and the seal ' 

of said corpora tiono. 

(Corporate Seal) · 

~ 2 -
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CONTRACTOR AND. ADDRESS g 

M'iENDMENT FOR g 

This docwnent consists of · ..3 pag~s., 
~Io., ~ · of /( copies o · Series ?<..._ .... 

CON"TRACT No o AT(30=1) =129.3 o 

AMENDMENT No o 4 

. . - . 

sYLVANIA ELECTRIC PRODUCTS.9 INCa P 

1740 Broadway9 
Hew York» Neu York.· 



'·r-.·-1 

CONTRACT No., AT{3.0cl).:,i29J» Amendment No., 4., · 

THIS .AMENIMENT~ entered intp the 25th clay of November~ 1953, by 
and between THE UNITED ST!'IES OF AMERICA. (hereinafter refe~ed to as ·the 
"Government"}!> as represented by the UNTIED STAm5 A.TOO:IC ENmGY COMMISSION 

.(hereinafter referred to as the. 11Comnission").l). and STI..V.ANIA ELEcTRIC PR.ODUCTS 9 

·me .. (hereinafter referred to as .the "contractor");" · · 

· \.WITNESSETI{ THATg 

. WHEREAS s . the Governinent and the Contractor j as. of the lOth day o.! 
·neoe$er; .1951~ entered into Contract No., AT(30=1)~1293 for the performance 
by. ·the. Contractor of" certain research and deve1opnent workj ani · 

WHEREAS 9 the :Parties desire to· amend said Contract9 as here·tofo.re 
amended.~~ as her~ina:f:'ter provided~ aild · 

· WHEREA.s.~~ th1.a Amendril.ent is authorized cy law~ incluc;ling the Atomic 
Energy Act of.1946» as amended; . · · · · · . . · 

NCM9 THEREFORE.:~ Contract Noo AT(30=1)=1293, as heretof/re amended 9 

is hei'eey amended further in the following respects g . 

1., . . In paragraph 1 of Article I 9 "November 30.)) 19.5311 is changed .to 
"December 319 19.5311' .. 

. 2., In paragraph 1 of Article III9 "November 30 9 19.5311 is changed 
to "December 31» · 1953" o 

3o In. 18. of !rt,icle IV3 delete "Amendments Nos., 13 .2 9 and 311
9 

appearing in two places» · and substitute ·therefor ".anterxlmen is Nos" 1§. 2 9 3 .9 and , 

4.. In 6b of Ai-ticle IV» delete n~endments. Nos o 1» · 2 ». and 310 
9 

wb9rever it apPears 9 and substitute therefor 98Amendlnents Noso 1» 2 9 3.)) and 4n., 

IN WJTNESS WHEREoF~ the parties have ·executed this Amendment· the day 
and year first above writteno· 

Witne'sses to execution 
. by the Contractors 

L-t!~ 
0:/Ua-3/t-~JI.f 
)~U-~t.A.. €..)<~ 
\qq~pi ~'t YCJ... ~~)1·1-

THE UNITED, STATES q:F AMERICA 

Bys UNITED STA. TES ATOMIC ElijmGY COMMISSION _ 

--J~u Y1t, ~ . 
. FR!::D~RJCK M. BC:L-~ORt!!'" . . 

Contracting Ofttcer 

SYLVA 

Titleg General Y~nager, Energy Di_v:is.i 

= 1 = 



{f r. 
' 

, certify that I am the 

named as Contractor herein; 

- . . . . . 

said .Amendment was dulY sign a for and on behalf of said corporation by 

authority of its governing body an:l is· within the scope of its corporate_ 

powers. 

IN WITNESS WHEREOF, I have hereunto affixed my hand and the ·seal 

of sa2d corporation. 

(Corporate Seal) 

- 2 -
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Responsive Record 28 

_- SY:fY.A.~ FLA~-~~T_E Pf\OORA~U) 
~~L• TTaPJJ-hvw 

/) 
/I 

·­•' 

--
- t an una!-ll;:or!7.srl peis:)n is pro _, 

t- ~comm~n4 that tho direction of the Sylvania- Program be immediate}7 
changed .t'rOOl ·lob% emphasis on hat plates via pOwder metnllurgy to -
that or nicke:J.· plating and· alumirtu!n- cladding ~~ght mot.al cores. In 
the interest o:f pursUing_ the poooor metallurgical app-roach_ u a long 
range firtort !'"~ which I BJll- convincGd-~ thn proper porapectivo ~ such 
vork s.'rJ.ould be: continued- en a gro-o.tly. reduced basis. . it· ia urged that. 
thll Steering Com.u tt~e_ J'Qquest an i.Gn~diate proposal from r.ylvan1a 

- uhich will r_eflect such cr.ang~$. lJork on' powds-r lll0tallurg1cal nat 
plato el(l](~ents ahoul~ not proceed at·· a rate .greater than, say, 1~~ ot 
the t.?tal ty),van14 effort.' · _- · - - I, . ,, 

. -
A .stiirPmi"Y of- the ·background highlights on 'which the above rocO.menda- _ 
t'i,.ons I'J.re made !ollova .- - · -

1. -_ Program A -- the fabrication of t".JMty -plates f~r }{TR teats -­
)tns co~ up with 34' plat.!99- aa or- this ":.riting. -'Five o£ these are. 
now tinder consideration tor- tfi'R teats bUt it is nQt yet certain 
uhot.~er llny- are· suitable .for euoh te-ating •. 

2. Thesa plates were to ba :made by nnymethOd ~t cdl .Md b)- July 1, 19$). 
We are O'Jli going into the sixth month b~hind echedule. 

. . - . . . ·- . . 

'l"ha -prooe~s USed to tcbrieate tha nbow plates bears little resemblance 
to processes under consideration tor pl'<X!uo-tion type elements.· 

. . . . . - .-. . ... . . 

!i. -tntest Sylvania_ th~ughts_ po~itul,ata tho "knowt·n~m" to produco up to 
thirty-full s1~~ plate·s pQr ·<!4l.Y in nucal Yea~ ·1955. I <m<p.'ta.size -

··that this date reprosents a "kllaw~hOT.l" date ·and not a data on which 
-eq\lipnent ancl plant are re$dy to go. Even 11' the pl;.nt and equip­
ment could be ready to. go at this date~ please refer to S bolow. · 

- S • . : Requirr.mants.- dGpending on var1oU3. oon:io assumptions, range trO!!l 
_ 2C'JO t.o 700 per ·day .full l~ngth elemnb production rate by early· 
Fiscal Year 19~$. · · 

UNCLASSIFIED · 
--

i SROO Response to 
I FOIA (SR) - 04-028 

. ' 

f 
; . 

~ 
•••• ~.1;0..1.."' 
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- Responsive Record 26 

,__,_ ____ -, ----- ---'-- .... ---· .. ···-·--·--· ... ----· -··--·· 

--1-«;IL'Lji-U--!.-- Determination (Circle Number) 

1. Classification Uf'lCh8nQed 

~~~~~~......-- 2. Classification Changed To: 

. Il4ENT -No o 1 TO APPENDIX' II B19 
$1 

TE1Js DECliMBER 7$1 195'3 
T CONTRtCT No.,. AT(30=1)=1293 

TED DECRMBKR lOp 195le 

v 

v-· 

A.o 

Bo 

Co 

Said 

Produce the balance of 5'9 000 slugs for HB,nford evaluation (about lliOOO. 
slugs were produced for this purpose during fiscal year. 195'3)~ · 

Demonstrate that the· powder metallurgy process can be controlled by im= 
proving and Su.staining the yield_ to over 95'% w~th the· exis.tr...· facilities., 

Determine the amount and origin of :riitrogen in each step of ;the process: 
and investigate the means of .niaintaining nitrogen content of finiShed 
slugs within spec:i:f'icationso · 

Accumulate.,~~ correlate azld report data gained in performing work described 
in Items ~$1 B and C to establish optimum conditions for producing powder 
metallurgy slugs with a high yieido . 

dn the ba.sis of satisfactory perfonnaUGe of Items A to D, inclusi.ve.ll at 
Rickaville and successful eXperimental wo~k at Bayside~ investigate 
the means and techniques necessary to produce other shapes by powder 
metallurgy processo 

SYLVANIA ELECTRIC FRO DUCTS $1 · 

ilJ's Ihte: January 13, 194§- · 

Titles General Mlnager 
Atomic Energy Division 

SROO Response to 
FOIA (SR) - 04-028 

- .. -- .... ------ ----- ... --· ... - --~~"""~-:-- -----··..........:...·---
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CON'ffiACTqR AND ADDRESS:g 

This document consists of c3 ·pages • 
No • .::1 of /& copies.J Series 4._ •. 

MODIFICATION No. 6 
SUPPLEHENT!L AGREEMENT TO 
CONTRACT No o AT(30=1)~1293 

MODIFICATION No o 6 

SYLVANIA ELECTRIC PROOOCTS.~~ INC.» 
1740 Broadway0 · 

New York.9 New Yorko . 

. COVER CONTRACTOR COSTS FOR HfoCUREMEliT 
AND ACCOUNTlNJ SERVICES AND lfoR 
MA.NAGElfiT- SERVICES AT BA.YS:IDEo 

_I 



j 

MODIFICATION No.,· 6 
·SUPPLEMENTAL AGREEHENT TO 
CONI'RACT No.,_ ·AT( 30-=>1) =1293 

. . · THIS SUPPLEMENTAL AGREEMENT, entered· into the ·17th· day of M.arch11 
19549 by and between THE tJNITED STATESOF. AMERIC.\ (he.relriafter referred to 
as. "the "Gove·rmerit"), as represented b.Y the UNJTED STATES ATOOC ENERGY 
COMMISSION (hereinafter re!ened to as the "Commission"·), and· sYLVANIA. . 
EIBCTRIC PRODUCTS, INC o. (hereinafter referred to as the "Contractortv); 

WITNBsSi'TH THA.T&- · 
. . . 

WBEREA.Sj the Oovernm~nt an:;l the Contractor, as of the. lOth day o! 
December, 1951, · e¢ered ·into Contra.ct No.,. AT(.)O=l) -1293 f.or the performanee ·. 
by the Contractor o! certain research and· d~velo~~t work; and 

' . . . 

. . WHEREAS,· the parties des~ to modify said Contn.ct.s: as heretofore 
modified; aa hereinafter trovided; and· · 

"" WHERE.&S 11 ·this Supplemental Agreement is authori~d by law9 includipg 
the Atomi.e Energy Act o! 19469· as amended; . · / 

NOW, TimlmFOim9 . Contract NOo AT(JO-=>l)c:.l293~ as hereto/ore. modified/) 
. is hereby modified further in the . following respe_et8. 

EffectiVe December 10» 195111 the present text of mubdivision :~ o o! 
paragraph 3 of Article IV is redesigriated subdivbion to and the follotdng new 
subdivision. s. is added to sai~ paragra;ph 3 g · 

. . 

"s.;· Sums which the piirties mutualli a:gree in writing represent the 
Contractoros -cost for procurement· and accounting services 
!airly allocable to tl1E; work ·under this· Contract with respect 
tO perl.ods suosequent t"o JUne 30s ·i952; and sums which the . 
parties mutually agi"ee in liritirig represent the Contractor 0 s 
cost for management serVices at Bayside 9 Long. Island fairly 
allocable· to the work under this 1::ontracto" · 

. IN Wrl'NESS ·wiERECF » · the parties have· executed this Supplemental 
Agreement the day and year !'i.rst aboVe writteno 

'!HE UNITED STATES OF .M>1FRICJ. 

Bys UNI'lED ST,l~ ,I.TOIII~m!ISIJ.I 

7~.!2.t~. ~ 

SYLVA 



t-·:. --·~ 
("\ ""'· .............. 
114.-·'·c 

Agreement on behalf of ractor was the/4*'~"7 ~~ 
of said Corporation; that said Suppleinenta.l .Ag~ement was duly signed for . · . · · 

- . . -

an:d o_n be}lalf oi said cOrporation by authority of l.ts- go~rniDg b9ciY and -~·-

--Within the scope c;>f its corporat¢ "powers. 

IN WITNESS· WHERECF, I nave .he-reunto affixed_ my hand -arrl . the seal 

of said corporation. 

(CorPc>rate Seal) · 
' -

- 2-
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MODIFICATION No. 7 . . 
strPPIJ!MENTAL AGREiJMENT. T6 
CONrRACT No~ J.T(30-1)·-129.3 

MODIFIC.lTION .No·~- 7· ·. · 

. CON'IRA.CTOR .AND !DDRES8a SYLVAN!A . ELECTRIC FRODUCTS, :mJ., 
P. o. BaX 59, . . 
Bayside, New ~ork • 

SUPPlEMENTAL· AGREEMENI' TO: . ·EXTEND THE .TERM TO JULY 31, J,/54 •. 

·_ . IJ r tJ.q, {oo 
~·cgv1 

<. 
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,. . .. . . . 

THIS_SUPPLEMENT-AL AGREEMENT, entered into the 8th day of -June, :t954; -
by and between THE UNITED STATES OF AMERICA- (hereinafter referred to as the 
_11G<>"vernment" ), as represented by the UNITED ~TATES ATOMIC ENERGY COMMISSION 
(hereinafter- referred to as the-- '*CQtmllis~ion"):; and SYLVANIA. EIBJTRIC PRODOOTS;; 
IID. (hereinafter referred- to as the iiOoiltractor"); _ - - _ - -

- I -

WrrNESSETII 'IRATI 

WHEJ;iEAS, the Go~rnment an:l the Contractor, · as of t11!3 loth day of • -_ 
Dfican~r, _ 1951, entered. mt_o Contract NQ.- AT(3Q-l)-l293 for_ the performance by-

-the Contractor of cert&in research ani develoj:mettt work; and -
. . •'' . . 

WHEREAS, the par-:f:,ie_s d.esire- to modify said Contract, as heretofore 
. modified, as hereinafter provided; ~d -

WHEREAS, this Supplemental Agreement is authorized 1:v law, -including 
the Atomic Energy A.c_ t of 19lt6, _as amended; - - ·1 _ _ 

. - ·- - I - -_--
NC1tl, 'IEEREFORE, Contract No. AT(30-l)-1293, as heretofore modified, 

is he~ebymodified further in the following respects1 

1. The following new subdivision c is added to_ pq.ragraph 1 of 
Article It 

trc. Promptly uport the execution of Modi£ica tion No. 7 
to this Contract, tne <ron-tractor shall take all practical step_a 
t~d conclusion of its performa:nce of the work provided for in -
·aubdi-p..sion b above am toward coDIIJ1Eincement of the w_or_k;_ referred 
to in· the sentenc.e next;, following. Beginning as- ·soon as is 
reasonably possible, and in any event by Juzy 1, 1954, and eon-- -
tinuing untU _the· _erid of J~, -19$4,~ the Contractor shall c·omuot 
under· this Contract o~- su.ch studies,; experimental investigations 
ani other research and ·development work as is authorized in lri-iting 
by'_ the Commission; saici writings may ·or.may riot. be· in the form of 
formal mod:lrications to this Contract.~ 

2. In paragraph 1 of" J.rticle "rii, "June 30, i95411 is_ changed to 
"July 31, .195411 • . . . . . -

3. In subdivision a Q_f paragraph 1 of Article IV, the punctuation 
mark at the end of the present teXt is- deleted and tl::e folloWing :i.5 added 
:immediate~ thereafters: "; and s·uch fixed fee with respect to the additional 
work a¢ services provided for in subdivision_ c -of paragraph 1 of .Article I 
as the Contractor ani the Commission mutual.J.zy- agree upon in writing prior to 
July 10, 1954, or, failing such agreement, as is determined pursuant to 
.Article nv.n 

- 1-
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'\-

4. In subdivi;ion b(l) of paragraJil 6 of .ArtiCle IV, "'ne- MUlion 
~inety-Nine Thousand Fi:ve,~Htindred- Dell.ars ($l,09~"~0Q.00~1 is substitUted tor _ 
"-One Million Dollars ($.1,000;000~00) 11, and •subchv;udons b am c of pax-a- _ 
graph 1 of J.rticle -I" is substituted. for "SubdiviSion· b of paragrapQ. 1 of 
Article I." -- I - - - - - · I - -

·;; 
5. -Article XXXIX is deleted arid the following is. substituted! 

"ARTICLE XXxrX - EUMIN!TION OF REc<!IDS 

_· - 1. Th,e Contractor ag~es that the Oe>mptroller Ge~eral { 
of the United States or any' of his duly a utherized repres~nta tiw:s 
shall have access to ani the rig}It to examine any 'directlY pertinent - --- -
books, documents, papers~ ahd records of the· Co:Rtractor involving -, _ 
transactions related. to this ContraQt until the ex:piration of tbree:. (3) 
years_ after final-payment under .this Contract.Unless the Gonnnission- · · 
authorizes their prior dispositic:m~ . -

2 •· The Contractor fui-tner agrees .to iriclU,de iii all sub­
contracts hereunder a provision to. the effect .that the sub..9f!n_ ,tractor 
~grees that the Comptroller General af the Um.ted States ..e£Jarry of 
his duly authorized r<;lpresentatives shall have access to and the 
right to examine any d iiectly pertinent books, docmnents, papers, 
and records of such subcontractor involving transactions related ~o 
the subcontract until the exp:ira tion of three ( 3) years after. final 
payinent UD:ler the subcantract. The term subcontract as used _herein 
means any purchase order- or agreement -to perform all or aey part -of 

. the work or to make or furnish any materials required·for the per-.·· 
, formance of this Contract, _but daes not include (i) purchase orders . 

riot-exceeding One Thousand Dallars ($1,000.00).~ (ii) subcontracts_ ·or 
purchase orders for. public utility services at rate3 e3tablil;lhed f(lr 
uniform applicability. to the general-public, or (iii) subcontracts· 
or purchase. orders for general inventorY' items not specifically · 
identifiable with. the work un:ier this Contract. . . . 

. . 

3. Nothing in thiS Cqntract shall be deemed to. precll.lde­
an- ~udit by the General Accounting Offic·e -of any tran8act_ion under 
this Contract." · 

. IN WITNESS WEEREOF, the parties have executed this Supplemental 
Agreement the day and year firat above written. 

THE UNITED STJ.TES OF .AMERICA 

- 2 -



•• I • ... 

I ··'. 

. . 
---r::d t.ll.t.. ~ ...,_, 

I, ti.fy that I ani tm.. . . 

(2,.,~ 14.-. ,c
7
k-+..tAff of the corpora 

1 

named as COntractor herein; 

. . that-----£d , C'? ~ who signed lhl.s Supplemental Agreement 

on behalf of the Contra r l<aS then~~- QL.:f.....,~,·..._ . 
. ___£!], ~ ~.:, of said oorpar(ticni .that .:s::::~l Agreanont • 

:.;;,:~for and on behalf of said corporation by authority ~f ita 
. : . -

governing body and is within the scope of its eorporate powerso 

IN WITNESS WHEREOF, ·I ba ve hereunto _affixed my hand and the seal .·· · 

of said corpbrationo 

(Corporate Seal)· 

- 3 -
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(Page 682 of 1482) 

.,···· •. 

• iJ dut81de llork done at. BickniU. UDder 

Direct Mat.ertw 
Dtnct Labor 1D tba ln~i.nMrina, dratUn& cd 

lbop depart-at. 1nclud1n& t.raftl t.i• ot thea£' 
emplore•• u:chaift of OTarU• prelliuu. 

Requisition• troa atorea a\ aYer&&• price 
Frei~:;ht. ou\ --'l~~.:... ,..._ ~4 .1•- 7;..... • . -l..J... 
Onrhud 6D the diftct labor •Ploteu in t.be 

lne,ineerinc, Drattin~ aDd Sbop Department.. 

c tollowinb gromd rulea shall •.PPll' to 01'erhead aliOUDte and depart.entaa 

la)'roll eo.u - Diatributad Oil \he bade or total p&7roll 
in eadl depa~ 

Occupancy COsta -Distributed on tbe baaia ot ~are feet. 
occupied b7 each depart.Mn\. 

tJtilitiea Dil trib\lted OD t.be followin& baaias 
Teluphone to !d.taiatratiye ExpenAe 
Power ~ L1tht - 7~ to operat.icma, 2~ to 

ahop l 10~ to Adaioiat.rat.ion 
ifater - 90~ to operatJ.ona mel 10% to .l.dminiatratioo 

_General Plant - Distributed to ~t.a b7 t.7pe ot 
1Dd1T1dual expaDM 

Indireot. M.at.erl.al- 'Diatribat.ed t.• dlpart..nu oa a uaa• bad•• 

DepreciatJ.• - Diat.ribated \o ~'- oa IMIIltllq chprftia tJ.oa 
nwa. 

·: . 
---i!,s.....,q olf- 0-.uu.a., u ~ • ~u" · 

_- .... · . - :.·-·: ~-... ~ M ~ •n.tt.iJaa .. 
. .. ;t:., .... _........ ... ~- \M llula ot \eU1 
·;_ -~ ~ ·'.-- 1.Uiir Sa ... ., tM Ulne ............ . . 

~- ' . 



.:1 

il 
<I 

>I 
I 

7 



/ .. -~ 
. \ 

. ···­- · .. -. 

i'SOMET 

SYLVANIA~ ElECTRIC PRODUCTS INC • 

~ UNCL(\SSIFIED 
• June 171 1954 

-~le: 5501 
oposals AEC 

AU1i~ £uru lirisiu 
lA YSIDE, NEW YOU 

DCF 4986 

..... , ; __ : 0 --· 0 #o 

In._, c:.~-- .• .;~ 

.• .. -

ar Mr. Nelson: /' 

...... .... , 

----IWith reference to Mr. Squires' invitation of May 28th, and a meeting 
ld at the Mev York Operations Office on June 14th, Sylvania is pleased 

o submit three alternate proposals as follows: 

Proposal A • 1. The canning of 501 000 enriched aluminum-uranium slugs, 
and . 

2. The design and construction of an automatic canning 
machine, and 

3. Interim development programs • 

Pra,posal B • Projects 1 and 2 

Proposal C - Project 1 only. 

Our estimate assumes a CPFF contract covering a ten month period from 
J1;_ll.y l 1 1954 thrwfd1 April 301 19551 provided the automatic canning machine 
is included. OtherWise th! camitng program will take eleven months. A 
description of each proJect and cost estimates for the three alternate pro­
posals are enclosed, together with a summar,r and Sylvania's recommendation. 

We wish to call your attention to the comparison of cost tor the machine 
and slugs 1n the three alternate proposals • In Proposal B the cost of 
the machine is estimated at $255,920 but the actual cash out~ above the 
cost of the slu8 progrem"vill be only $1311 232. COnverseJ..y, the 50,000 
slugs will cost $Q831 000 under Proposal C but only $4931 802 if the other 
two proJects are ~horized. -

Als61 the interim program can be accomplished for oni¥ $271 992 above the 
cost of Program A (slugs plus machine). Your attention is invited to the 
chart in the technical. detail -w"hich graphically demonstrates the use of 
manpower on the slug program. You will note that there is a set-up period 
of three months buil.ding up to a steady state (:full employment) operation. 
We alreaey have the specific employees for this period. Obviouszy 1 con­
sidering clearance and training costs for nev employees, it is economically 
sound to retain the present work force. Thus, -we propose to perform a 
large portion of the interim work in the set-up period and take advantage 

JNtAMDE~CENT LAMP~ 

lEl!WISION PICTUW[ THIES • PHOTOFlASH LAMP~ • UOIO AND THEVISION SETS 

USDOE 017562 
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_ ...... 
---, .· , 

Mr. CUrtis A. Nelson -2-__ . ~ June 171 19~4 11 1 

tl '- Vf./ r-r· ~A ~~~ 
~ ~ ~v-r . . ~li:;_jj~fo. ~~~~- ._ 
~ \~ ~~'1)-v. r·r-.., w 

of the availab~~ t~~hnical personnel. Although we have recommended a 
series of obJectives we wish to have the benefit of your advice as to 
which of the obJectives are most important or what alternate use of man­
power you may suggest. 

We also wish to bring to your attention that we have included in Proposal. 
A an interim program commencing in Februa.ry to produce and ·can several 
lnmdred slugs from Horizons powder. We include this because we believe 
that the thorium hot pressing studies at Bayside will be sufficiently ad­
vanced at that time to permit this number of slugs to be hot pressed at ) 
Hicksville. If you prefer 1 the funding of this portion of the interim 
program can be deferred to a later date and Proposal. A reduced by $351 0001 

the estimated cost of this work. 

Mr. Squires has requested our estimate for 251 000 slugs. Under Proposal 
A this would be $3701 000 and $454,000 under Proposal B. Ccmpletion of 
25,000 will be made during the last week of January 1955 •. 

Mr. Slaton requested information on our materials inventory. This now 
stands at $321 000 but we expect to reduce this to about $10,000 by May 
1955. Qf.the ~1000 difference we now anticipate that $151 000 will 
be declared surplus. Under the AEC integrated contract procedure this 
would appear as a cost during FY 1955 but we have not included it in our 
cost estimate. 

We understand our existing Contract AT(30-l)-l293 will be transferred to 
the Jurisdiction of the Savannah River Operations Office, and that these 
projects can be conducted under that contract. We have al.reaicy' been A A _;__ 
authorized by the New York Operations Office by t.biification No. 1 to ~ 11·· 
Contract 12931 and by letter dated June 17, 1954, to proceed with the ~-
three projects simul.taneously. This authorization extends the contrac · 
through .1\Lcy 311 1954 and adds ~,500 to the fa.ce yelne. It is our · 
understanding that these funds are to be applied exclusively to the~ ..... "> 
three proJects • 1 

· .., • 

In answer to your request we eat1mate a cost of $44,000 for the first 
t\10 months and $8,000 per month thereaf'ter to put the Hicksville plant 
in standby service. However, we wish to emphasize that Sylvania. wou..ld ~-
be very reluctant to enter into a contract with the Commission on this(; . ~ 
basis. We feel that it is not in our best interest to allow the plant . 
to remain idle while it is still Sylvania property. : <;.':-i"-..:..,.~-

8817--T 
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Mr. Curtis A. Nelson -3- June 17, 19.54 

In the interest of low-cost operation and eff.icient use of manpower, we 
urge that you accept Proposal A. For the SaJOO reason we trust you will 
continue to permit us to undertake other work (both Government and com .. 
mercial) with the understanding, of course, t}'at the Savannah River a" _ .... 
proJects will be given pr~. ~ ..... ~ ~~ ~J-----fr .e~. 
--v- ~ ~~~·' 

SYLVANIA ELECI'RIC PROilJCTS INC. 

f!dn~ 
E. s. Norris 
Manager of Control Department 

:ESN:bek 
enc. : 

Distribution: c. A. Nelson - 2 
L. Squires - 2 
F • K. Pittman • 2 
Manager NYOO - 1 

sse LEI. 
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ModificationNo. 8 
. Supplemental Agreement to 
· COntract No. AT(30.1)-1293 

·,. 
Modification No. 8 

· CONTRACTORi 

. . . ; 

. SUPPLEMENTAL AGREEMENT 'i'Ot 

Recapitulation 

Pl-evious ·Direct Cost 

This Modification 

New Direct ·cost 

. . 
· Previous Fixed Fee 

. This Modificatj,on · 

New Fixed Fee 

TOTAL OBLIGATION 

/ 

SylVania Electri.c, Products, Inc. 
Bqside ,. Long Island, . New Yor~ 

Increase Scope of Work tO 
iriclude Canning of UraniUm 
Alloy siuga for Savannah River 
Operations 'Office ·_and to extend 
term w May 311 1955 · · 

$ 4,199,350 

562,462 :' 

4,761,813 

172,15'0 

I • 3'l,l90• 

209,340 

$ 4;971,153 

./. ,·. 

. ( 
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Contract 'No. AT(J0-1)-1293 
Modification No. 8 

This- supp~emental agreement, e~tered into a~ of the ,f:LT~t_ day 
of July, i954, by and between the United States of America. (hereinafter 
referred to as the 11Gove~ent 11 )' as represented by the United States 
Atomic Energy Commission (hereinafter referred to as the ncommission"), 
and· Sylvania Electric Products, Iric. (he.reinafter referred to as the 
"Contractorn); · 

1tf.ITNESSETH .· THA. T: · ·-. · 

itd.- (i). Promptly upon the execution of Hodification No. 8 to 
this contract, the Contractor shall ~ake all practical steps toward 
conclusion of the work as authorized by subdivision c above and. t.oward 
the conunencemerit of the work referred -to next. following. Be.ginhing. as 
soon as reasonably possible and. continuing until the work herein . 
described. is completed, the COntractor, in accord~ce :with the letter of. 
award, dated July 6, 1954, from C. A.· Nelson, Manager; Savannah Ri,ver 

. Operations Office, United· States Atomic .Energy Connnission,· addressed to 
· E. S. Norris, .Hari.ager of . Control·. Department of the Contr~ctor, as herein 
modified, shall undertake the procurement and fabrication of'the necessary· 
equipment, the construction of security fences, alarm systems and vaults, 
and the caiming of U;I:'anitim alloy slugs, all ill accordance with the. 
schedule applicable to Proposal C contained in the Contractor's letter 
dated June 17·, 1954, addressed to c. A. Nel~on, Manager, Savannah River. 
operations Office, United States A~6mic Energy Coriunission; and signed by 

. E~ S. Norris on behalf' of the Contractor, using the pressure bonding­
technique dev~loped at the Hicksville, Long Island, New York, Plant of 
the Contractor and improved modifications which may be realized in the 
course of the work, including the manufacturing; testing, inspection and 
delivery of the slugs, canned in aluminum in accordance with the specifi­
cations referred to in theaforementioned-letter from c. A. Nelson; dated 
Juiy 6, 1954, or-as modified by mutual a'greement. The aforenentioned 
letters, addressed respectively to E. s. Norris and c. A. Nelson, are 
made a part hereo£ by re£erence. 



n(ii)_ The nec.ess9.I7 almninum. cans, ca;ps and alloy sll!gs_ will be 
:t'urirl.Shed·. to the Contractor· by .tl;le Cafumission without· cost' to the . · · 
Contractor." ·· · · 

2. ·In paragraph 1 of Artic~e III~ "July 31, 1954; 11 is eh~ged to 
11May. 31, 195511 •. 

3. Subdivision a of paragraph 1 of Article IV is changed to read 
as follows: 

"a• A fixed fee of one hUndred, sev~ty-two thousand orie hundred :fifty .. · 
d()l.lars ($17?,1~_0) ·with respect to all of the work and services pro~ded 
for prior . to the. work· authorized in modification Nos. .7 . and 8, and a 
fixed f~e of thirty-seven thousand ·one hUndred niliety dollars ($3.'7,190) 
with respect to all of the· work ~d·_ services. ·provided. for in_ subdiv;:isions' 
o ·and d of paragraph 1 of Article I, as authorizecl in mo~f~~ation Nos~ 
1- and B." 

4. Effective July 1, 1954, ·subdiVision. s of paragroaJ)h 3 of Article 
IV is changed to read a-s follows: 

11 s. A provisional payment of $7,000 per month, b~gimrl.ng Wi-th/the 
month· of July--1.954·, for procurement, administrative, and acc~t:i.ng 
s~rvices (hereafter .referred to as Division· Prorate) fairly-allocable 
to the work under this cantract. Th~ provisional payment shall be· 
subject to adjustment to actual. ·cost determined at the completion of 
the scope of· work covered under Article r; or June 30, 1955, Whichever 
shall occur earlier. The actual cost of Division Prorate shall be 
allocated to this contract in" the following manner: . 

11(i) The total cost of work performed during the period o:f this 
contract (or the 12--month period ending June 30, 1955, whichever 
applies) divided by the total . cost. of ail work· performed by. the 
Contractor's Atolnic Energy DiVision for the same· period equals,. 

· the percentage this. contract work bears· to all A tomio Energy 
Division work. · · . · .. 

"(ii) . The percentage detennin~d in (i) above tilnes. the actual 
cost of Division Prorate for the period. equals the Division Prorate 
cost allocable-to this contract. · 

"If the provisional payments exceed the. actual cost of Division 
Prorate as deterinined above, the excess of suCh paymeiltlS over 
actual cost shall be refunded to the Conunis:sion. If actual cost 
exceeds the provisional paymt3nts, an additional payment for stich 

· excess shall be made to the Con_tractor. 11 

~ 2 -



5. Effective July ··1, 1954, delet-e subdivision r of paragraph 4 
of A:rticle IV and insert the following new sU.bdivisionss · 

"r. Bad debts, including eJq)enses Of collection, andprovision for 
pad debts arising out . of the Contractor t s own· business • 

"fi• Bonuses, and similar compensation ·under any other name, which 
are not consistent with a practice so established as to constitute a 

. condition of employment. · 

"t. General research, except as specifically provided for in this 
Contract. · · .-; 

. .. 

"u •.. Legal, aceounti:ng·, a,nd" consulting. services' and related expenses 
incurred in connection with orgamzation or reorganization, prosecution 
of patent infringement litigation, defense· of ant~trust suits, and 
the prosecution of claims against the Uriited States. . 

"v. Depreciation or depletion in excess of that based on expec~d 
useful life • and cost of acqui~tion of the rei.ated fixed assets less 
¢stimated salvage value at the end of the expected useful life •. _ · . 
Amortization or depreciation of unrealized appreciation of' valuJ of. 
assets or of assets fulJy amortized or depreciate-d on the Contrlctor' s 
books of account is unallowable. rn· respect to emergency facilities 
CQvered by Certificates of Necessity, acceleration of depreciation 
in excess of that based on their reasonable econoiilic life is unallow­
able. 

"w. l-1aintenance, deprecia tiori, and other costs incidental to the 
Contractor's excess facilities· (including machinery and equipment) 
other than reasonab:Le standby facilities. 

"x~ Premiums for insurance ori the lives of directors~ officers; • 
proprietors, or otJ1er persons; where the Contractor is the. beneficiary 
directly or indirectly. 

"Y· Selling and distribution activities arid related e:xpenses not. 
applicable to the contract products or serVices. 

"z• . Taxes and expenses in connection· with financing, refinancing, 
or refunding operations, inciud:ing the listing of securities on 
exchanges."· 

6. Effective July 1, 1954, sUbdivision a of paragraph 5 of 
Article· IV is changed to read as follows: 

"a. Payment of the Fixed ·Fee. Payment of ninety per cent (90%) of the 
fixed fee of- one hundred seventy-two thousand one hundred fifty dollars 
($172;150) set forth in subdivision a of paragraph 1 of this A:rticle · . 
shall be made by the Government montfily in amounts based on the percentage 

- 3-
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o:f·the· cCillpletion of the work hereunder,·as detenhined from estimates 
subnitted to and appraved by the' Comni;i.ssion. Payment of the fixed fee . 
of thirtt-seven thousand one hundred ninety dollars ($37 ,190) set· forth 
in .subdivision ~a ·of paragraph 1 of this Article shall be made in _ 
monthly installments as follows: ninety per cent (90%) of the monthly · 
fixed fee ( detennined as one-eleventh of the fixed fee of thirty-seven . 
thousand_ one 11'imdred ninety dollars ($37 ,190).) ~hall beccme due and ·· 
.payable on the last day of each·month beginning July 1954. 

· 1. Effective July l; 1954, cbange subdivision b of paragraph 5 
of Article IV to read as follows: 

"b. (i) Monthly Payments. The ·Government will make reilnbursement • ·. · 
. payments for the a.l..lowable costs set :forth iii paragraph 3 of· this 

Article. monthly, or at the discretion of the Canmission, at more 
.frequent intervals. 

''"<ii) Review and Approval. of Costs In~urred. The Contractor shall 
prepare and subrirl. t annuail.y, o~ for such ,bther periods desigriated by 
the Contracting Officer, a ._certified voucher for the total of ne.t. 
expenditures accrued for the period covered by the voucher, .ant the . 
Connnission, after audit and apPropriate adjusilnent, wiil ·appr e. such .. 
voucher. This approval-by the· Co!ninission will constitute an·· cknowledgment 
by the Connnission that the net. costs :incu.rred were allowable under the 
contract and· that they had been recorded in the accounts maintained by 
the Contractor .in accordance with COmmission accounting policies, but · 
Will not relieve the Contractor o.f responsibility for the COl1llllission' s 
assets .in its ca.r.e, for appropriate subsequent adjustmentf.l, or for· errors. 
later' be_corip.ng lmown to the COltDllission." · 

. 8. In subdivision b(l) of paragraph 6 of Article IV "one mi],lion · . 
six hundred ninety-nine thousand one hundredfifty-three dollars ($l,69·9,l53)n 
is ~u't)sti tuted for · '~one million ninety-nine thousaild five hundred dollars '~ . 
($1;099,500)" and "subdivisions b, c and d0_ are s'ubstituted for "subdiviSions ., 
b and c." · ' · · 

9. Article XIV of said Contract is deleted and a new Article_· XIV · 
to read as follows is substituted therefor: 

"ARTlGLE XIV - DISPUTES" 

"Except as otherWise specifically provided in this contract, any 
dispute concerning a question of fact arising under or in connection with 
this contract shall be B1i1::ilii tted in writing· to and shall be decided by the 
Manager of the Conunission1 s Savannah River Operations Office, or his duly 
authorized representative, who shall -reduce his decision to writing and mail 
a. copy• of said decision to the Contractor; said decision .shall be final a.ri.d. 
conclusive on the parties beret'o, · subject to the right of the Contractor 
to appeal, as proviq~d for in the sentence next followirig~ Within thirty 
days !ram the mailing·of said decision, the Contractor may appeal; in writing, 
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to the coonU.ission, whose written d.e.cision thereon, ·or that of its duly 
. authorized .. repre·sentative, repres~tatives, ·or· Board (but not including the 
. C~ssion representative mentioned in the first sentence of this Ar.ticle), 

duly authol{zed to· deti:mnine 'sue~ an appeal, shall be final and conclusive 
on the parties hereto, unless. such decision is determined by a court of 
cotnpebenli ·jurl~ution ·t:o ilave'been ·""fraudulent, capricious or arbitrary or so 

· . grossly err¢neous as necessarily to imply bad faith, or not to be s:uppor'teci 
by substantial evidence. In the meantime, the .C~ntractor shall· diligently· . · 
proceed with the wor):{ unless otherWise directed by the Contracting Officer." 

. io. · The :words "Article xxxiX" as .they presently appe~ in this· 
·contract. and in para~aph 5 of Modification No. 7 of this coptract are 
del,ted and the words "Article nx:rvu are substituted there-for. · 

11. Immediately following Article XXXVIII add a new Article 
XXXIX to read as £ollows: · 

. "ARTICLE :uxrx - INSPECTION_~ ACCEPTANCE" 

· · "F:lilal inspection and acceptance b7}' the Colnmission of all uraniUm. · 
alloy ~lugs, ·canned by the Golltractor. pursuant to subdivision d of-iaragraph I 
of Art1cle I, shall be performed by E. I. du Pont de Nemours and C~pany as · 
the CoDfllssion 1s authorized representative, at the COmmission's Savan.nah 
lli ver Plant. u · · 

12 • . Immediately following Article XXXIX add a new Article XL 
·to read· as follows: · 

"ARTICLE XL .., CHA.NGESn 

11 (a) Changes· and Adj:ustment of Fee. The Contracting Officer may 
at .any time and without notice to the sureties, .if. any, issue written 
direction requiring additions to the work covered by this contract or direeting 
the · anission ·of ·or variations in such work;. If .. s:nY 13uch direction resUlts in 
a material :I,ncrease or· decrease in the scope of the work."describ'ed .in ll,.rticle. I, 

,Paragraph l; subdivision c and d; an equitable ·adjustment of thefixed fee shall 
be agreed upon by the parties s:nd the contract· shall be· modified accordingly in.· 
writing •. Any claim by the Contractor for .,iis:·.··a.djustment under this Article must 

·,be asserted :in writing within thirty (30) <laYs from the date. of recyeipt by the 
Contractor of the· notification of change unless the Contracting· Officer grants 
·a further period of time. A failure to agree on an equitable adjustment under 
this Article shall_ be deemed to pe a dj.spute within; the nieaning of the Article 
entitled "Disputes." 

11 (b) Work to Continue. Nothing contained in this Article shall 
excuse t~ Contractor hom prqceeding with the prosecution of the work in 
accordance with the requirell}.ents· of any.· direction hereunder. 11 
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. IN WITNESS wHEREoF~. the parties have executed this Suppl~ental. 
Agreement the day arid .. year· ~irst . above . written: 

Witnesses a13 to signature of 
Contractor. · 

.·tl.·•-P~ e;a&Pf···· . 
J~Hij. 

~ess)· 

(Address). 

UNITED STATES OF AMERICA 

BY 

i1anager; Savann~ .River Operations Office 
. ·(Title) . . . 

Uniteq States Atomic Energy CbDUTlis~ion 

, INC. 

General Ma.nage;r, Atomic Er/;rgy Division 
· (Title) · . , ··· · . · '· .. 

--~~--~~~~~----~-----
, certif'y that I am·tbe 

~ ·-z= of the corporation named as Contractor 
--~--~~--~----~~--~~ 

herein; that . (b_· C., ~-,.-t..~..q .... z;;::= who signed _this · 
& ~!J . d 

. sUppl~ental:gre~ on behalf or' the Contractor was th.n/;d;,v ~ · 
~~ L Q] . of said corporation; that said Supplemental Agreement was 

duly signed £or and on behalf of said c~rporation b.Y authority of its 

: governing body mid is within the scope of its corporate powers. 

IN WITNESS WHEREOF, I have bereuntc affixed my 'band and seal of said 

corporation. 

(Corporate Seal) 
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8EORET 
UNITED STATES --- ATOMIC ENERGY COMMISSION 

SAVANNAH RIVER OPERATIONS OFFICE 

P.O. BOX A 
IN REPLY REFER TO: 

llliTtJY'LIJVte 

UNCLASSIFIED 
SRrTal479 

Altboqb w are not. aoiepUq _, ot.her phue ot the propoMl. at 
thia t!a•i .. .u1 gin hr\h_. oc:aa14•rati~ to the pwtonaance 
ot wort Willer JOV "int•l'ia denlo.-ent JII'OP"IIl•• Coalliderati,su 
ot \h.U lddit.icaal wort ldll. recatre that we rmft' our noecla Vith 
the du ·Peat -~. 

We aooept ·the t .. • ~ toni! liDiler proponl "0"; uu]¥ 6% ot tho 
••UII&ted oon wUb the 'IID4.m.n41D& that lhould .. agree that 
cub .tnacee w1ll be ued, u ditOUted with ;rou, an equita))le 
reduotioa 1a t.n• tH will be neaoU&t.ed. 

A• agreed cturiD& tho cliMUUioa ao Juq 1, 19541 it 11 \lllderttood 
that you tdll H'fiew the •ohedule that you han pn .. nted. tor 
deUYor;r ot the tir•t 25,000 llq8, with the objeotin of delinri.ng 

UNCLASSIFIED 

USDOE 017440 
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/ ,. ·r-
a.e. loi'J'ie 

~EORfT 
saa!'d4?9 
1/6/SI. 

\W .-.. 19' \be ..a ot Deo..._. 19~. u eet tert.h 1D letter 
boa lfaUI'el to l!a&lrtCB, UH4 _,. •• 1a ~ wU.h M7 
IAIIila 1l:pac4 Aid of -,w:r pi'IJ Qlli • .u....,. eehedllle, .uJ. 7011 
aw.:u, ..an. • .. \o \be •••••1117 llllditi ... , «lther ia perwamel 
01" eli••• .1114 tbe ottMt. Gil ooRae 

Tb.e_a.Pcm.~ vUltte ta. ~ Oaajuiclo ~ u.,. r.. \.U ....... ot ...,..,.,.1 lpMU1o&UOu, 1upeclt.1llg 
eDil ·accepUDc. t1Dtih..t al.llp. 

l'u:.·auut to~ :reqa"t to -.le:t.ake ~ wrk (bot.h Cowma.nt 
aDoll c 1 o:ial) at Ua• Hioknllle un, nbjecst. t.o prlor1t7 tor 
sa projeota, aza.tateria apJC'O'&l S.. U...br &1.,., ptJIAlina a IJt'Oif¥ 
ot t.hl• ll&tt.~ bT ~ ~ · 

Tbe •Ulclrin4 r~at.lw tor ~ ~ ot admi.nietOI"in& 
tJtu Gcatnct a aaou 1dll • Pal J. llqelatca. · · ·. . ·.· .. 

cc: kgr. HIOO - 3-A . 
A..J • Tander Weyden, Prod•Div. 4-A 

Addressee 1-A 
Squires 2-A 
Mgr.'s Files 5-A 
Vinciguerra 6-A 
Vogel 7-A 
Slaton 8-A 
Hagelston 9-A 

T&P Fils SRP Program MRtls. 5 (Sylvania) 10-A 
11-A, 12-A and 13-A T&P szew '"' 

. ; ·, •. 11 
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SUBJECT: MEE'l'Im ON SYLVANIA PROPOSALS 
'ocu~.H~l:t. !:•> •. ~=- -.ti:~J;:.J__ 

snmot: A:JVV/JL:fg 
..---· 

The following met on J~ 11 1954, to discuss Sylvania Electric 
__ Products's proposal for slug canning .t~smitted b,y letter dated 

June 171 .1954, from E. s. Norris to c. A. Nelson.-· Parties p:-esent 
were: 

. ~. 

"'! ... 

Sylvania 

S. B •. Roboff" 
J. I. Kers:teu 
E. s. Norris 

NYOO -... ·. 
P. A. Tobin 
I. J. Landes. 

. R •. C. Blair 
a. W ~ EdHards 
W • .H. Sla1;on 
A. H •. Coker 

,L .•. A. Ab~. 
.. " J_; __ Y,~_.Vinciguerra 

~. Blair opened the meeting by- _reference. to· the Sy-lvania proposal 
-~ subnitted pursuant· to du Pontts letter dB.:ted May- 281 1954, from 

,. tom~ Squires to Walter E •. Kingston. Mr.~ Squires• letter requested 
Ql~ ,SY.~yama to. subnit a 'form,aJ. prol?Os~',_fp:r;o'~es~e-boncling 25,000 

\' 

. ·c · .~che_d urani1Dil~. alloy-- slugs. 
o" -~ .. . .. . . 

j !l~~l<z Before discussing the· proposal its~, Mr •. B~_referred to 
Supplement No. 7 ot the existing contract between the Commission 
and Sy-lvan.ia which provides for an ex.tenstQn to the term of the 
9o,titract fpr one m.Onth, JU;Ue 301 1954; ~ ~~ 31, 19541 and increases· 
the _coSt of the work by' an additiolial $99jOOO. Mr. Blair .requested 
ili:f:omatiem as to the use such mona,.~ being put. Mr. Roboff, 
spMJdng·for :;ly-lvania, stated that the work for the month of July­
consisted of (1) start-up for the pro~ction of the 501000 slugs 
ldlich includes test run of approx:f.matel,y. 200 pieces requested by- the 
dU ·Pont ~tter of May 28. (Sy-lvania bad previous~ completed a test 
run 'Of 2QQ..,Pieces) and (2) design of the automatic canning machine. 
For .. such yo~, Mr. Roboff stated that. personnel had been cut back to 
the. miri:1.nriim !ieeded for the Savannah RivEir Program. The majority- of 

A[OJ&•t~ consist of techni<lians and. laborers who would be, 

~~umeDteontolnol\o.~~~-: "; SE8RETs UN,CLASSIFIED 
·-· 
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~: .. 
·involved.iD•the processing of the slugs. At the present .time, 
.aiJPrOxima:te:cy- -17 empl.o;yees .are not ~ anpl.o7ed. The first 

· test. rm1 of . 200 naturiU uranium-a.J.umimml al.l.07 slugs. is expected 
to;be-;tinished- within ten· dqs. The schedule. caJ.ls. for the first 
enr.l.~ed s~ugs, suitable for SRP use, tO be produced b;y: Ju:cy- 21.. 

S7~van:l.a was questioned regarding the feasib1llt7 of· shortening such 
'elEments of the canning cycle as hot pressing time. It was suggested 
that ·this was a proper stud;r for the interim period when lDlOccupied · 
·personnel are availab~e. · Stan Roboff advised that lack of d:i.e8 
·rather than cycle time will be the botUeneck: on prodUction schedu1e, 
speci.£1~ 1 recy-cllng of dies. The dies: are made of Inconel and 
the ~~vani.a peop~e stated that they have difficul.ty- obtain:ing this 

--·~t~. . . 

Question was raised as to the number of ·dies and est:iJnated cost of 
·the dies to be utilized in the canning of the s~ugs. Mr. Roboff 
stated that . he was not certain of the exact n'UIIlber end cost but · 
would.- Jn&ke ·such ·intoma.tion available to the: CODII11ssion. This 
brought·.up:~the next question of dellver,r·schedule and- it was noted 

·that ;the :Sched~ sul:Jnitted by" Sy~vani.a did!llQt meet the requirements 
of the c1u Pont letter from lombard Squires. Sy'~vania indicat~~ 

:-~e···possible .to improve on ·the.·existing ~cbedule,proposed ~Jiiot 
.:d.Jl;.!8JQ';.:,poB11;ion to make aDT firm commi'bll.enta~.uvthia respectJ however, 

· --:the,: stated:'that t.bis matter .would be rerl.ewed..-~~ST~vania with the 
.·.obj~tive.r:O.£ improving the proposed schedule., to meet the,_requiremerits. 
··ofr,the·~.6omnission; that is, 25,000.slugs ·1?1' Deoanber 24, 19.54 •. 
-:.::_~·-:-:- _::...;; : .. _ .. :· ·- -·. . .. . . . .. . - -·. ·:-... -· . - - . 
,Begard:ing specifications ·for the·. slugs,. it• was PQinted out that the 
:,specifications set forth in the, du Pont ~etter- were not necessari4" 
::-f~~~ W:ould be- subject to change •. In;-t.hia co~~U~n, it was . 
•Ali'l~stood! tli8.t du: Pont ~ould .. be. responsibl.e~.for.testablishing 
<speo1t:l.cations and make'8ll-necessar.r .inspections,-anci-~acceptaDc~ of 
::slugs•~·~!Inc this resilect,··.du Pant w-Ould be aoting:,£9r.arid m·b~ 
,-of tbe--C:Omission as .. its authorized ·representative.· 
r 4:·--.-.-: -_:~:.' ~- • ..i!.~ _.~;=t.. : ., -.~-

In· i'egardQ. to the a.utoma.tic cann:fJ1g mach1 ne, question was raised by" 
;,lh',:.•BJ.airo as to what the possible ·uses of the· mach1 ne JQight. have 
--subsequent~ to.,oann1ng of .the -.SO,OOO slugs~. Hr .... Boboff. sugge~ed, the 
.fpllow:l.Dg. uses· for the macbin!": (1) hot p~s~:canning of thorium; 

. (2),ho~_pressure cann1ng·of uraniUJDJ (3) hot pr.es~ fabrication and 
· canning-.o.f..:thorium slugs· from thoriwn powder. ·-·Mr ••. BJ.a1r._then requested 
status. of design in connection with the ms..ch1qe. Mr. Roboff stated 
that design· would be about on.e-third finished .by- the end of J~ and 
that. it could be completed by""Hovember 1954. ~ed-on present program 
objectives, Mr. Blair stated that he· found it difficult. to justi.f.Y 

. ciapl.etion ·of· design and construction of the .au1;Csnatic canning· . 

. machine.:- He indicated that based on Sylvania's proposal, the machine 

z6EURET 
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woulcr eost:~ the~· Comnission a l.S.rge sum of .moile;r· which would be 
· · dirfiCUit"• tO .. ltistift if ve had' no use for tbe ma·cMne subsequent 

to 'Canning ot tbe So,ooo sl.ugs. · Bl.air ·then asked whether or not it 
mi.ght ._.. ~be £tta.Sible for S)rlvania to share the oost of the machine 
especi~~ sine~ S)rlvania has expressed an ~tere~ in a long-tam 
program.o.r· cann:1.ng slugs for tbe Commission. Hr. Robof.t responded 
that· Sy'lvania has no control ~r· th'e Commission's pNgram and a 
in . .no way- capable 9£ determining 'Whether or not· there would be a:: · 
need for't.he machine at some .future date. Sy'lvaniat.s proposal. in 
regards to the· automatic canning machine is based on -the position 
that this macbiJie would provide a more ~anical method of canning 
slugs and· that the Coiimission would be in the best·position to judge 
its· possible £u.ture use. · 

--------

·:Hr. Blair 'suggest.t the m~ting be adjourned at this time in 
order to give h:llil. an opportunity to think abouiJ the various pro­
posals· sul:lll:itted by' Sy'lvania and that after lunch the S)rlvania . 
repreSentatives meet with Finance and Legal representatives in order 
to. discuss proposed contract terms and administrative problEmS and 
then·meet again with him. later in the afternoon·at 'Which time a 
"decisiOn voUld'be made regarding the· proposals~ . '. . 

... ·'. :. . . . .. . . . . ,. 

The.i-group ·met again at 1:15 to discuss the procednres· to be followed 
asS1ilidllg· ac"Qept.ailcie o£ Sy'lvani.afs prOposals eithet'l :fu, Whole .-or in 
~i-' It:Y'!tas· agreed that in View of the till1e elEIIient'.ilivC9lveq, it 

·would be: more feasible to supplenent tbe preseri.t NIOO contract 
rather than to. terminate it and.enter into a new.coniract; however, 
this_ i:s noil·-to'· precuude a complete review of th·e ·present· coniractual 
p~sio~ 1'-c'.r ·purposes o~ rew:clting the erdiire 'eoritra.ct in- order to 
meet:- the:·Bpecific reqo.i:rEIII.ents o1;· this office; cl.a.rify language, am 

: replace· olit.dated~ llboUerplate.tt · The -Slipplemerit·'wUl:' inCO"i1>0rate 
' on,:cy-· 'those'~tm·· necessary· to carr;y out the-:nev' wolic'e> · niese wilJ. 

iliolude'but:not heeess~ be lillii.ted to: (~) new seope of work, 
(2}: mens~: of term of. -the eontract, (3) new-. consideration. ·It 

· wwh1otOO.>tMt··a. "change11 ···article would be reqili~ h View. of the 
re-vised. character. o.t the contract. ·· · 
.-·.:.. ;:.~_ .. ·--:~~-;_"!~~ ·-.::.(.: ._-._ . . . 

RQ"erencEf-lia:s·al.so made· to ·administra.tive-·detall8·1D connection with 
: :P:rO.~ent:-~ --:wage an'd sa.J..ar,r administration-,-· aocotmting, etc. ·These 
iteDS: nt!Ce8~:~t9d··!Urther. review b.Y NIOO; ·s;-livania and SRP. It was 
·saggest~· tha.t;Jil'Qch· of ·the administrative· detailS connected· with the 
a.forEiileritloti6d Plia:ses of the work might be :admiDistered ·ill conjunction 

· with'HIOO·e~ sil)ce that. office Will·continue to maintain an 
interest With SylVania under an ~sting Am contract at Bqside. It 
waa· further ·agreed that SROO would provide the required assistance with 
regard to setting up standards .for accountability· procedure, heal.th 
~cs .ai:ld' security. Also, aid would be given by' SROO in advising 
on·criticalit.y·hazards. 

&EBIET 
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The group then m~t again with Mr. Blair who ·stated that, aft&r due 
consideratiOn. tO .all three proposals subaitted b,r Sylvania, it was 
ltl.s decision· to confine the work to be done b,r Sylvailia to canning 
of the .$01900 slugs. Mr. Blair 'stated tha1(J_le ~aci" given rsvery 
consideration to the possible use of the automatic . cannin~e 
but based. on inf'omation available to him and after listetilng to the 
variouS proposals and justification subnitted by Sylvania, he cou.ld 
not in . good oonsoience support the design and construction of an auto­
matic ·canning ~e at this time. ile stated that, insofar as he 
was concemed.1 the Director of Production had directed~ to negotiate 
this matter with Sylvania and that discretion was left completeq to_ 
this office to decide whether or not to authorize the design and con­
struction of this machine consistent with the needs of this office. 
Sylvania's. personnel reqUested whether or not this deoision~enected 
the opinion of the Washington star£. Mr. Blair rea££irmed that the 
Washington office had delegated to Savannah River necessary authority 
to negotiate a contract with Sylvania to meet the needs of the 
Savannah River program. 

In view of the decision rejectirig the automatic canning machine, Mr. Blair 
requested that Sylvania cease all work connected with· the design and 
construction of -the machine. In regards to an interim program, Mr. Blair 
stated that we could not authorize one at. this time.; however, we would 
discuss the SRP needs nth du Pont. If our needs justifioo an interim 

·program, we wOUld authorize such a program subject to mutual agreement 
. of the parties. 

Sylvania I"equested Savannah River approval to ·undertake other work 
both Government and c0JIIl1ercial at the HiQksvi.lle site· subject to · 
priority for SR projects. Authorization .for such other work had been 
granted by BIOO but had since been :withdrawn. Sylvania strong:Q' . 
urged that. we grant th~. approval. Mr. Blair stated that this matter 
would .be studied::fUrther and an answer given to Sylvaziia/, 

Mr. Blair eoncl.uded the meeting with the statanent that a letter would 
be transmitted to Sylvania confirming acceptance of Sylvania• s proposal 
nan; nam~1 :the.cann1.ng of the So,ooo slugs at a fee of six .. per cent 
of est:lmated'·cost with the understanding that fee would be subject to 
equitable. re4uctions it cash advances are authorized for the contractor. 
The letter -of -acceptance would also speci£;y that a suppl.EIIlent will be 
PrePared b.1 this. office . which woUld incorpOrate the necessary" changes to 
the p~sent contract in order to carry- out the new scope o.f work. 
Furthemore, request will be made to Sylvania to review the proposed 
delivery schedule for the .first 2.$,000 slugs with the objective of 
delivering that number b,r December 19.54 in accordance with Ai!JJ requirEillents. 

""'Distribution: 
lA &; 9A - Adm. Div. Fil.es 
2A • W. Davis· 
.3A - W. H. Slaton 
4A • c. c. Vogel 

SA-L. D. Low 
6A - B. c. Samples 
7A - MaBa.ger•s Office 
8A. - J. c. Clarke, NYOO 
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5y1von1a Electric Products, Inc. 
P. o. Box 59 
Bayside, Long. Is1t:nd, Nt!ll York 

Attention& Mr. 'E. 5. Norris 

July 7, 1954 

Subj eets CON'rRACT NO • .AT(J0-1)-1293 

Gentlemen& 

-On April 1.3, ·1954 we informed you that~ ~tract: _, _. 
'I/Ould. be transferred to the Oak Ridge OperatiCXlS _Ot'rlc* .. 

- July 1, 1954 -~e part or an J.EO reorgiQ11sat1onal. ~jua~- · . 

',, 

.-· ment~ A ehange,ball been made in this plan eo that~ 
contrect bl!a''betm trsDs!erred to the S!1Ta122!ah lH:h.'l'. :: ;· 

_Operations Ot!ice as of-that date. 

'·•· 

The current delegation or suth.ori ty to Messrs. L L.-. Hrlt:·. r-.. 
and G. Dunlap aa the Commission's authorized .. eamtl.ti-rH··, 
for your contra:ct are hereby' reYOICed ertect1n ".tilne;,;30;.19S4•:. 
'rhs Manager or the- SavannBh River Operatiall.a O!rice .. 'tdU..- _ .. 
delegate the Ccmmisliion 1 a aiJ,tborhed repTesents.tiTe 'bepn-
ning July 1, 1954. · · 

~o: Paul ~"r;elston, SF\_0(}-­
-F. D:ntlin;:;, OROO''-·""-

'9 er,- trul-y ;rourl, 

J • C. ·--m.arlte . 
Deputy ~as•r ·· · ,_ ... · 

~::~ ··>·' 
. . ~'. 

·_.. 
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This document consists of _\ -pages 

UNCLASSIFIED No . .J._ of __L Copies, Series ..J,._ 
w. Dart., DJ.reotor, Technical tt Production Dbuion JulJ' l.b, 1954 
l'. J. Rapl8toD, Chief, a .. ctor Material• Branob 

S ~ 'J: -:.u~-!JJ.lSl7 
H. J. Donabu, Reaotor Ma terlab Bl'anob I '- t S"- ...,~ . 

RMSID IS'l'JJilU OF COOT O.F OAlDI'Im LMP SLUOO At SU 

SDIBOL1 'tJbiJDnw 

Reference JJ .-de to rq memorandma o! June 91 SR-fK..l4l.O, eetiJaating 
the coa\ o! cann1.ng LM1' alup at Savannah Rinr at 126.21 each, not 
including t.be ooet of reconry o! u2J5 troll uecl Al-81. Since that 
tt.e, additional data baa been aoaumulated. 

On Pap 60 ot tbe June du ?ont Works feohnical KontblJ' Prop-eae 
Repor\1 U. ia ••tJ.uted bT du Pont, !rOll Oll.lc ft1l:ta- data, that the ooe'to 
ot reoonri.Jll g2JS trca tbe Al-81 uecl !o:r t bit proc .. a would be 
approxiate]7 $7 .SO per alq. Tb.ia, &ddec1 to the prnioaa oaloulation,. 
r"ult.a 1D an •t.1Mted. alt. coat or O&Jminl a\ 8IP ot approxiat.tel7 
tJJ.SO. !ht. MD be ooap&Hd rith tbe .. tblatH ooat ol camtiDC llup 
llnCler the 87b•1a propoul. lm'-1.787 o! 1•• Uwa tlk.OO per •luc. fo 
tld.a ..,.,, bftwfwr, aboulcl be added appronaateli tt.oo per aluc u 
the ftl• ot oa-pe and cane which v1ll tvnabecl 'b;r dla Pont, lima a 
total ..U..'-1 1Bi\ cann1n1 coat at SJ'lnnia or tl.6.oo per eluc &Del 
at SIP of tU.SO. 

'fbia oonet.i'htea ad41tional juati.t1c:at1on for entertnc into the 
SJ'lftDia oontraot .. n-{lo-1)-1293. 

Dietribut.ion t a,. U - .lddresaee 
CT U - I. Stet. on 

---~ flT .lA - J. Vblo1perra 
Qr bA - J • D. Molrld.e 
c.r SA - Kat. •1• ru .. 
CT6.t.-Obron 
078 1A, 8A, 9A - Tid' Me. :r.u .. 

6Ef?&T 
f? I' ET SJ1 Z:MG 

Uf:J.CLASSIFlEO 
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OEORS 
Winaton Da:rte 1 Director 1 'feobn1oal A: Prociaatiaa 
D1Y18ion 

. UNCLASSJR~n 
Paul J. Raplstan, Chtet, liaolOilkt.ermrBranah, 
feobnioal IE Produotion D1Yia101l 

STA!US OP S!LYA.JW (KIOISVIILI) PIOWOTIOJf COH'l'RACT . -· . . . . 

1'h1s document consi5r .. - )f _Lpagus 

Seourity 
Ro. ~ of ___!,£_ '::opie:. Se,riea_A_ 

(a) Starap Vault 

.lutborb:ation and appronl tor tbe dedgn, proC~UreMnt, and 
00ft8truction ot the nul.\, door, and al.al"'l. aJIIt.em han been 
ginn. Pbl'lla bave nov been I'8JICTNd troa the nev OGDatructian, 
aocl1utallatt.l ot the door and &lam thia nek vill oomplete 
the project. 

(b) Seouri tr ID!p!otien and 'hoilib Appron.l 

SylTUlia apute to be ~ioal.lJ' ....qt. reoein enriched elqe 
b)r Aqut 1.6. A aenrlt.T tupeoticm ot the nw conatzuot1on and 
or \he ent.t.n iutallatian .. t be ... beton apptonl. oan be 
~:nn tor bedl1nc ot eDriobMl •\erial. 

( o) 'Die Quarcl hroe 

It will be neoe•Nr7 to inanan the -pruen.t guArd toroe floc. 
n!De .an to toa.rteell 118!1 prior to appron.l ot tbe eeourit7 tor 
atarqe ot all'iebecl •t.erial• It wu a\ tiret proposed to aupent 
the guard toroe b7 IIMilB et Vortinl the present foroe OT~ 
until addi.ti--.1. pud.a ooulcl be aHUl'H. It hu nov been agreed, 
haw•••r, that d'lll'ift1 the atart-'lp period, pr .. mtly •Q" cleand 
plant operator. vUl be ellpl.CJ,Jecl u parda mtU nw guard8 Ollll be 
Moved, ancl lllltU tbe opuatore are DHCWcl tar aupented production. 
1Jndu th18 _,.tea, no oy..U. Wl'k vUl be reqdred. 

(cl) Prooe .. Area l!lftoloeure 

'!'be pnuun boncl..b1 prooeA arH bu been C011Pletel7 Moloeed b7 
a vall. Penonnel aooe•• to Ute area vUl be throush • •in&le pard 
po•t. !he YIIUlt door vill be Y18ible to tibia pard at all tiult. 
No viaual aooeA to tbe prooeaa u.a vill be nailable hoa ou.ta1de. 

UNCLASSIFIED 
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llealth Pbnia 

1!'00 h.u ·~ to, ancl the Diriaion ot 81olo17 IDd Medicine in WulliDctcm 
bu conGU"'"ed in, ov requeet to haft 1!00 oouti.m1e to tumi.R radiatim 
aatet)' Hl"'rioe to tU B1cknille PlaDt clari.Dc the tlae that it 1• ngapd 
1n wort tor SROO. · 

Oiboaq hu tranaatte.l te Syln~~ia bJ' letters dated July 22 and JulJ' 27 
derin1te detailed inatl-u.ctians on cnt1cal1t7 ha&arda and health phpice 
precau.tioaa. 

Contractual 

A nppleunt to the oricin&l contract vu aianecl .Jul7 29 b7 Sy'lnnia 
and S1too. STl'RDia vu diasatWiecl vith lanpage ~aaribing tb.e ntn­
boldiag ot the r .. and reqaeated that a •bolJl b&mle ... cl121.8e be illolwW 
in ~.- oontran. Both ot tllMe problaa ara 1IDCiu'- ooa.~iAleratien. 

'!rm!portatioa aDd S!pp1z' - Sly Shi I $ 

It U. be.- ct.o1ciM that ~ 1oM alq MtP"..W (lsl box• ot ~a.p) 
vUl be Side br o- 1eial ouri.er, .ttll ABO OG8J"1er eeoon. !he 
a: 'Z'Ctal. earr1aJo OODtraot priM tar th18 je (a f\&11 load in either 
cU.nottoe) u I)JD.oo per loU. Sb1.-mta ot .. te f1n ban8, nioh 
_, be reqairecl clar1Jlc \be ear~ .tart-wp eta ... ot productt.a, ea be 
..- 1n tlle aMViv 08'11Z"ier .. oort pa~ Vuk. lt ta thoach\ that 
mt.~te up to tm or t.dn bGe: oowl4 be_. .,n ecaoomcal.l7 by 
MaM or a aeo.d paste"l. tn.ok. s.ll ald.,._te ot cane can alao be 

ude vtth tM em:i.oll .. --rial. 
OIJr 11dp u. H. requeted to .tartas.b noo with inten~&tt.cm eo 
&ooeptable oc.po81t.itaa ot Uquid aerap, a( dM1p1 sappq, ID4 pi'OOQI'e­
-tot lhi:pptar OCIIlt&iMra tor UC(1114 serap. S!d.peeDt. ot llqdcl aDCl 
..uct scrap Ira SJ'1'nllia te saoo rill be-- ill tale ... 'f'tlbiale wit& 
•~til of ·tta1•he4 pl"'CCDc.t.. SltOO wi.U be n.-ponaible tor the ecbedW.illg 
ot all •"tp-nt. et enriaMcl ater1.&1. 

SP !OOOUDtabllit;y 

,.. aoccuntMWtT prooHure eet up in tbe S)'lnaia Peuibillt)' R~ 
bu be1111 a.ocepted ill toto b7 \be SROO AocountUilitJ' Branch. In addition, 
it vaa apoHd at the .tupat h ~tiDe tbat ~ tw.l bana or al.qa 
(bare, cannM. or •ora,) wuld be tnuporW betvee saoo and STbania. 

'48RLI 
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-l- A11CUi 10, 19Sh 

Procbacrtioa 

I'D a ...tiDe held Aagut h be-. S)'lnuia ...,_t. aDd procb7.oUon 
pe1'HIIH11 da Paa' l'eph8mt&tiYM oL Won. 'fecllud.al (t..), Bealth 
Pbln• (OM), Proa••• Seotia (~o), Qaallt,' Coatnl. (one), and SIOO 
(ODe), the tol.l.lndllc dbC"AA!cu were helclt 

l. .&gre-.t an ~ioal. dilleDsiaH aDd tol.erADOH ot all 
ele.e~~t.. 

2. .&ere a1at ot the t1J)I and utellt ~ iupeot!e vhioh vill 
be done bf Sanrmah Rher 8D elup, cap~, ~ CINI prior 
to abi~t to SJ'lftllia. 

) • ~t c the apecit1cati.anl tor t1D&l irulpeot.icm and 
coordinatien ot all .tbal teat. be'"- ST.Lnnia and 
SaTalmU Jtinr. 

he ier111111\ CID the a11011Bt. aM tJpe oL deeino\in tnt1Jl1 of' 
pndaot.1a llqll td ... -- bJ' lauDIIl 11nl' .. 87lnaia 
..t &CN t. • tbe cli8poft\ia of njHW 1lap at. SIP. 
SJiftlllia w1ll nbd' to noo a ..,!-.tarT teulbili\7 r.,.r\ 
oonl'iq \lane .,..u... 

S. qn I It OD tlae tilliDa et dell 'ft!'1.M et I'D •terial UsM 
lllokn1Ue ancl the lbipp1Dc or .t'hd eMcl ahp rr. 11clrnille. 

6. Acre nt wu reaoW tbat • ~· clrrelopMnt pncraa 
1IWld 'be att.ltptecl ., lioknill.e wi~ th aoeee oapaci\7 
aacl penoaael aoept. t.bDM cl1.reoU7 o.a..W rl th proaeu 
l¥'v• at .r the proclaet.ia ~lt at baH. 

1. 'l'ellktin acre •t ... reeebed te becin prad..,ti.oD oa a lo\ 
et appro:dJJat.eq SOO p1eela.ot 8H1n MWial cblrlnc the vHk 
•t lqut 2). (SJ1nala rill lNt r.aq. lD all rMpeoU, te 
lteti* proan:t. 011 • be.tore t.aaa' tiM bw\ a Pont vill be 
'IlDDle to f'arD1.8h Rqecl aluc- ad .... et tile proper d.iMn81GM 
prior to tut u...) 

8. Cape •t tr.. bar etoek ban bMft ..-r-4 tr. llooa, wi~ 
claliTaT prcE.Hd. b)" Aqu\ 2),· !bHe Cap8 &1"1 le88 duirable 
tv proci..Ucm •l'RP thaa p1IDGbe4 aall eo1Jted cap8 1 but tbair 
utlllsa1;ian rlll eaable proctaoU. to etart. two ... a •ecmer. 
A aalcnalat.t rut oa \he nrn soo proem.- rill be taan bt 
Uinc th1l allepclinhrier ~ eap. DlliYVT ot the preferred 
cte.1cn 1• prc.i.eect b7 u~ two to u.r.. ... a later. 

Bi&Ae 
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Aqut 10, 195!& 

9 • .Apoe.-nt wu reache4 • the !ora ancl cont.ellt ot SJ'lnzd.a 
1fHkl7 aDd IIGilthl¥ production report.. tw ~~abll181lon \o 
!ROO •. 

10. Acr••••t. vu reached oa \be dbilioft ot reepooaibilltr 
'bet:nen ctu Pont and SIOO u tol.lon 1 

da Pont.1 (1) apecit1oatian11 (2) inapeoUon, 
()) techDical lb1•.a, and (4) npp~ 
at tum.UMcl Ill& teriala. 

SROOI 

,Jo1Dt.t 

hUibWtr Jtepon 

(l) aaoountabUit)-1 (2) beal'h ancl 
NEtty, (3) •curit,-, (4) tru.port.a­
tion, (S) !inanoe, and (6) oaotraot. 

proctacUan 1obed.U... 

!he tauibUit,' report eubmt.t.M 'b7 871Tarda bu be-. &DIJ.Taecl and 
•sn "',. .... • lliDor Md1tioau .. .r.r tile IH111"1V u4 health 
aDd aaf8t7 aeoti.-1 aoooatabWt,. wu aeeep\M u wri\ta • 

..iEHRR 

USDOE 017427 



:_i 14 



.~--
J .. 

z 
0 
u 

"' ... 
1:. 
c 

8EIRIT 
H I FRS' I I 319'1 

This document consists of ~pages 
No. __s2ol ~opies, Series ___L2_ 

iugu~t 12, 1954 

SI•!H-1621 

Ill the latter pan ot 1947, S)'lvauia Eleotrio Procluota, !Do. at 
Ba7f181 L. I., iltitiatect a •etallur~Siaal. re1earoh and develo~t 
progrta~ '11Jl4u Coa\.ract A'f-.lO..IGEI-)66 vUh noo. A\ thia tbae, 
the ea.d.aaion n• 1ntereatecl ln the pouibillt.i .. ot powder 
metallU1'17 u a :utbod Lor the .tabrication ot tuel el•ente in 
reactor ·O~eDta. BT late 19Sl., S;rl.Taia ba4 denloped appareatly' 
IIUiloea•M l.abonto17 ae'\ho• tor produoinl uranillll alup by powder 
••ta:Uvv teCihaiqc&n. 

CD ~ bula1 a eaatl'aot lfo • .U(30..1~129) wu ent.nd i.Dto 
Dlcaber 10, U~l, with Sylnnia lleetrio l'r'odD.tta by JfiOO to 
apaMl \be,_... .. Ull.arV cin'elo~t oa a pUo\ plat •nle. 
Follw!Dc \he atam•l ot th1.l OODtran, a,1'111Dla atqo.ind br 
odript pai'Cibue. anlopnllt d.te at ~ ..... u., JU!table tor 
pJ.l.n plant operatiaea. 'l'bere were two aa;for ba.il.d1np oD the 
pro~ • Bdldina Jo. 1 vu UHd to boue the operation pb.aae 
ot tbe pilot pl:Q\ and adii1Db\rc.t1Te ottiou. Btrll.ding No. 2 
wu ue4 to h~e the dr~ing ad daBign ot!'io:u, aac.bine abope, 
storage :rooa, aa4 oatete:ria. ~ding altuatiool and rehabUitation 
bepa iJ'l hbrua17 19)2. Initial pllot plaa\ operation began oD 
Aqut lS, US2. ~tal produoUon ns continued through 
the end ot tiacal rear 195~. 
Becinning 1a \he latter par\ o.t JlllluaJ7, 19S4, at the request ot 
the clu PoD\ Cawpany, 3yl'Y&Id.a prepared about 160 uraniUII oxide­
al.md.aa t.el •lap ud. lithium aalta-al'CDiima target aluga b7 
~ ••talluriT teobniqaea at HitkSTU.l.e. At that tiJie it waa 
belinetl th.:t dup prepared .troa o.xi.dea and aal ta with alllllinma 
potrder vould be lese reactive with water tbaft cut or ext.rwied 
allllilrwl allOT llqe. llthougb the JIUnltaoturing experillellt wu 
nooea•M. illtereet in the dnel.opaent waned due to the aolution 
oL the probl• tb:roqh another line o! attaok, ApiD at the request 
ot \he do. Pont Colpally, in Karoh 19S4, 8ylvan1& eabardd on a 
dwelop~~ent proiJI'• to pruiUl'e bond and oe.n, ca&t and t'll[truded 
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m'IDi1uHJ.uimla alap, bf meau ot a lliwi)tar teabrdque. '!ht 
euoc.,.hl. ~tal vorlc thu 1Dit1&tecl renl.W :lla ll letter 
oa Mq 281 trca du Pant (1.. 8quiru1 D1reo\or1 feolmioal. Di.'l"jeion) 
to~ (VIl.ter E. lingrioa, Gt!Deral Haaapr, .ltollia lnerg 
D1T1JI1DD) requeaUns a tomal pi'OpOHl. for preuve boDd.1J1c 
2S,ooo lftrioh .. llnld.wa-al.Uidnua allo:r alup. 

I:D rv.poue to ~ nqua\1 on J'IUII 171 19S41 a propoql vu made 
to Kr. ovt.1a A. Iebon trc. Kr. E. s. lorria, JIID&ger1 8Jinnia'• 
Control Depart;ua•, b7 M&U ot a letter and att.aohaent.. .itter 
due OO!Uiideration and nerti&tion, propoMl 0 of thi8 leUer vu 
accepted Uld 1111pp~t to the original oontn.ot vu aisned on 
June 29, 19S4. In the llltl&ntilu, in order to implement SHOO'• 
anticipated iDta.tion ot accepting acae ot 8)1.vania'• proponl.a, 
Kr. B. B. Pry, Manager, II001 bJ letter ot J\Uie 8 extendecl '\be 
oontraot through oluq )1.., 19Sh, and acld..t11f),SOO to tM Colllllilsion's 
110neta1'7 obl..ip.tian tmder the ooniraot. S:yln.nia vas &llthorizecl 
\o proceed to plait and prepare for work at BiokiiYU.le on the 
UlnDipUGift that t.be eo.ai111t:m would authorize, prior to .luguat 11 
a hriher C<lllVact IIOditicatiml OO't"8riD1 one or •ore ot the 
propoNll liBeler o:maideration. 

2be Clellltnn 1a a ~tiDcl tee t;n.. lee i.e ba .. ct. on 6% 
~ .. ~w open.t.ioft; oon. 1M OOiltraot 1a iD\egat.ct., and 
11 .ttultMCI b7 ~ .t'laaM. 2he ad'Yi .. Dll1.er th1l oontrao\ 
...... prooured by'. neaotlation vitbout toaal adnrtiling. 

lD 1'011DC1111111ben• tM ilocl1..t'1l4. ooDvaat calli tor the presaure-
bcmll mmtns ot .So,~ uricbM. lluge (llup, cap~~, oana to be 
l'csrn1.lhM b:r SROO) cluJbg the period ~ 19Sla. throup !11.7 195S. 
!otaJ. eatiaatecl coR ~ ~t,ooo. at thia, the tee will 8IIOlmt to 
bT,OOO an4 ts?,IGO 18' ~ utiu~ capital coat.. Total construction 
i8 eatiaatecl u lflf/l.tO, large~ for a aecurit)- •torage nult and 
a1aDl equ1J*8Dt. 

l'ol' additloDal detail oonoendng onraU etatu of the contraot, 
ret....._ la aacle to SB-TK-l$)0, dated 7 /lS/5k and SR-TH-1611, 
daWct 8/l.o/Sh. 

7.1 Bergen 
8A. Katla Br. Fllea 
91 Cbrono 
101U,l2A Rdg. 11l11 

USDOE 017133 



15 



FROM 

SUBJBCI': 

p. J. Hagelston, Chief,-~~~ Jt»w.F~ch, 
Technical & Production~~~-

STATUS OF SYLVANIA CONTRACTS - HICKSVILLE A!m_Bl~...lm. 

SR-TM-1709 

BlMOOL: TM:NJD:vw. 

A. HICKSVli.LE 

1. Security 

(a) Facility Approval 

On August 20, 19.54, facility security approval was granted to. 
receive and store quantities of U-235 greater than 1 kg. and 
less than 50 kg. en August 23 and 24, a complete security 
survey was made. The first enriched material was received 
and stored on August 24. 

(b) On August 16, a letter outlining classif'ieation require­
ments pertaining to the Sylvania production job vas forwarded. 

2.' · Health Physics 

On August 27, the Sylvania Feasibility Report No. 19, Revision 
No. 11 dated August 12, 1954, was approved as amended by two 
'lWXs from Giboney to Sylvania regarding helltb. physics details. 

3. Contractual 

On September 2, an indemnity clause and a proposed patent 
indemnit,y clause were negotiate4 with Sylvania representatives 
at SROO. These are presently under consideration by Sylvania's 
legal c;lepartment. 

4. Transportation and SuppJ.y 

(a) Shipping Containers 

Arrangements were made through the Pittsburgh Area Office to 
borrow shipping containers f'rom Westinghouse, suitable for ship­
ping liquid U-235 wastes under ICC regulations. Design drawings 
of these containers, as well as those of a different design from 
Idaho Operations Office, have been sent to Sylvania for fabrica­
tion of additional conta:Lners, as needed. These containers will 
be used to ship the concentrated liquid wastes ~aning solutions) 
from Sylvania to SRP ~ Ridge for reclamation. 

UNCLASSIFIED. . . . 
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Winston Da.vis -2- September 141 1954 

(b) Shipping 

The first shipment of enriched slugs (approximately 1,000) 
lett SROO on .1ugust 2.3 and approximately an equal number of 
cans were shipped vi.a the same vehicle. This shipment was 
escanted by.AEC courier. 

On September 6, the first three cases (156 slugs} finished 
prcxluot were shipped from Sylvania to SRP in the security 
truck. The next regular shipment of material frau SRP to 
Sylvania will be made on September 16; and will be the first 
round trip shipment with active material carried bot!:l_ways. 

5. SF Accountability 

Effective August 1, the SF Accountability station for Sylvania's 
Hicksville Planj; was transferred from NYOO to SROO and the 
s:tation symbol changed f:rom SHP to SBS. 

6. Finance 

Under dAte o:f 1uguat 23, a Financial Plan covering F. Y. '55 
:for the Sylvania Hiclcavil.l.e Plant was forwarded to the Manager 
of the Control Department. The bottom-line figure is $749,153, 
which includes $30,000 P1-ant and equipment modification costs, 
and $50 1000 :for the transferred cost of caps and cans. 

7. Production 

A production rate of twelve heats (72 slugs) per day has been 
achieved each working dl¢ to-date during the month of September. 
This rate is schedUled to rise to fifteen heats (90 slugs) per 
day beginning September 13. Observation indicates that no 
particular difficulty will be encountered in increasing the 
production to this rate. A production schedule for the balance 
of C. Y. '54 (copy attached) shows an ultimate projected rate of 
48 heats per day (288 slugs) achieved during November. This 
assumes deliver,y of additional dies on a schedule which is 
already slightlY in arrears, and considerable production increase 
due to .increased proficiency of the operating personnel. This 
production schedule shows a cumul.a tive total of apProximately 
19,000 slugs produced by the end of December, 1954, assuming a 
yield of 95%. 

The first production of canning o£ enriched material started on 
August 30 and 31, 1954. Only five heats were made the first day 
and seven on the second day due to power interruption caused by 
the hurricane hitting Long Island on August 31. The yield of good 

OEEREI 
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slugs .in these first two days operation was 76%; however, the 
· yield f'rom· the first three working days in September was 97%. 

Some dii'ficulty is being experienced with the electro-polishing 
operation (the last operation performed on the ·slugs) due to 

- make-shi£t equipment and improperly stopped-off cleaning racks. 
Tbe only other source of difficulty is in the machining operation 
which cleans off the flash of excess aluminum at both ends of the 
can after the hot pressing operation. Both of these are minor 
technical difficulties in fields of voluminous technical knowledge 
and experience, and will very shortly be solved by modification 
of the process equipment. The major problems associated with the 
relative~ techniques of pressure bonding and_canning 
appear, at this time, to have been adequately handled and are 
presenting no difficulty in slug quality. 

The shipment of three cases of finished product (156 slugs).on 
September 8 was accomplished ~thout incident at the same time 
shipment was made on three experimental dUllllll3" slugs containing 
manufactured defects to the SRP Technical Division. 

At the projected production schedule, Sylvania will be out of 
enriched· slugs flld. cans by September 16 or 17. Provision has 
been made 0y do. Pont to provide additional supply prior to that 
time. It has been strongly recommended to du Pont by SROO that, 
due to the economics of transportation,. a full shi}:lllent of 
approximately forty cases of slugs (just less than 50 kg. of 
U-235) be made ~t that time. 

B. BUSlDE" 

On September 8, the writer attended a meeting at Bayside between 
Walter Kingston, .. Manager of Sylvania's .ltomic Energy Division, and 
his departmental managers, namely, Boyd Metz, John Zambrow, Ray Stewart, 
and Stan Robo.ff.- The purpose of the meeting was two-folda (1) Boyd 
Metz was asked to. summarize the production activities at Hicksville; 
(2) agreement was- reaohed to produce six pressure canned· and bonded 
thorium slugs .for presentation to du Pont at a meeting scheduled for 
Wilmington September 21. These slugs are being made at du Pont's 
(Hood Worthington 1s} request. Due to the short time and small nUJDber 
or pressure dies available, it was decided to utilue the facilities 
at both Hicksville and Bayside in order to get the required production 
and to utilize also two slightly different techniques. It was agreed 
that this job comes under the scope--of-work of the Bayside ccntract and 
~ work done at Hicksville will be financed as "outside work". 

When the writer pointed out to Kingston that a scope-of--work for the 
Bayside contract had never been submitted by Sylvania, it was explained 

iii RET 
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that this had been held up pending approval by the Sylvania management 
ror the purchase or a t14,.500 rolling mill required since AEC had 
refused ·to purchase it. Kingston stated that the scope-of-work had 
already been written and it was being held in abeyance until approval 
was secured. · The new scope of-work has just been received from Sylvania 
via du Pont. The total cost, including fee and equipment, has been 
pared down to $300,000 by reducing the operating level to 1281,400, 
and by eliminating $191 000 of equipment costs. The revised equipment 
list does not include the rolling mill as Sylvania plans to purchase 
the mill with its funds. Permission was requested from SROO to install 
the mill at the Hicksville Plant. The revised cost estimate is as follows: 

1. 
2. 
3. 
4. 

.5. 

6. 

Direct Labor 
Overhead @ ll6.3% 
Other Direct Charges 
General & Administrative EXpense 

Fee 

I 87,ooo 
101,200 
48,200 

@ 12.3% 29.100 

TOTAL 

TOT.U. OPWTING LEVEL 

Equipment 

TOT.AL 

~UIPMENT: 

$265,.500 

1.51900 

$281,400 

18,6oo 

$300,000 

IteJil Estimated Cost 

Reller Straightener (Used) 
S~eeial Attachments £or Ultrasonic Test Equipment 
UySr&ulic Intensifier 
Pressure Becording Instrument 
Heaters and Temperature Control for-Pressing ~linder 
Two Sets. Form· Rolls 
Roll Guides (may be fabricated by Sylvania) 

TOTAL 

$ 3 ,.5oo 
1,000 
3,500 

6oo 
2,000 
5,000 
31000 

$ 18,600 

On September 14, NYOO was notiried that .SROO is in agreement with the 
level of this revised proposal and recommended its approval. We also 
agreed to the installation of the rolling mill in the Hicksville Plant 
with the provisions that it be installed outside of the exclusion area 
and that work perfonned with it be considered as "outside \fork" relative 
to the Savannah River contract with Sylvania at Hicksville. 

Attachment: 
Cy 2B, DCF #863-H dtd 8/18/-&E ifltijtoa Schedule 
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TO Winston Davis, Director, Technical & Production DATE: October 29, 1954 
Division . 

Paul J. Hagel.ston, f'J~~~L ~eac4>.J....b.t:l/~. ch, SR-TM-1870 
Technical & Product~~&n yvrar<J.J.~.--:-cm...;....~o;_n, __________ 

1 

FROM 

) 
Ciassilicativ-tj-j,EH«< 

SUBJECT: PROGRFSS REPORT ON STIVANIA CONTRACT AT(30.. -1293 - HICKS 
UNCLASSIFIED Dale / ( -:- '2.--"b ..- 7 3 

SYMBOL: 

1. 

DOES NOT CONTAIN UHClASSIAED For 1he U . .i. ~->I<Ani' Eneo·!i y Ccrr.mo»ion 
CONTROl.Wl NUClfAA INI'ORIIMllON 

'IM:NJD:vw 

AOCI /I PO C.6·/Vf'P,.) 

r::'IJ.'?. ~ tjfOO 

V.M. Gar!{ner. OOE.sR et.elfttlllllll ' lhtl0. 
ifJ.cation 3-:1'1·03 • 

In addition to routine security actions, the following significant 
points were accomplished: - -

(1) Agreement between NYOO, SROO, and Sylvania that visitor 
approvals would be granted upon a facility rather than a job 
basis, that is, all visitor approvals to Hicksville,regardless of 
purpose, would be made by SROO and all visi~or approvals to Bayside, 
regardless of purpose, would be made by NYOO • 

(2) Transmittal or a letter to Sylvania covering (a) maintenance 
of the Hicksville vault alarm system, (b) suggested classification 
handl:ing of Run Data Sheets, (c) outlining penni.Bsible distribu-
tion of research and development reports among "Q" cleared personnel, 
and (d) outlin:ing compartmentilization requirements relative to 
distribution of SROO prOduction data • 

2. Health Physics and Waste Disposal 

Approval was given tO a Sylvania proposal for relaxation of the 
concentration limitations for shipment of waste solutions from SEP 
to SRP and Oak Ridge Y-12, as well as design of shipping container 
(30 gallon plastic lined drum contained :in a 50 gallon drum) to be 
used for this purpose. 

3 • Contractual·; 

The proposed oontract modification, bringing the contract :into 
conformity with the Atomic Energy Act of 1954 relative to patents, 
is still under consideration b,y Sylvania. 

4. Transportation and SUpply 

Shipment of bare slugs from SRP to SKP and return o:f canned slugs 
is now in routine operation on a schedule of approximately thirty 
cases (1,560 slugs) JEr week. This seven day shipping schedule will 
probably have to be moved up to about five days when the process 
reaches its ultimate capacity. · 

··~=-S.R a_.,, 
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Approximately 7 ,CXJJ slugs have been shipped to SKP to-date. With 
material on hand and scheduled removals !'ran PDP, it is est::i.mated 
that a total of approximately 20,000 slugs will be available for 
canning at SEP. Under the projected production schedule, this 
quantity lrlll have been canned by December 15 of this year. I£ 
the requirements !'or this material are as high as outlined in 
GXXIX-12, it will be necessary to secure additional deliveries of 
bare slugs !'rom Oak Ridge beginning December 15, and the decision 
to procure addi tiona! material and its ·quantity must be made by du 
Pont by November 15, 195h. 

5•- Finance 

The unit cost o£ canning LM slugs £or the month o£ August, cover­
ing only two days' production, was $96.24 per slug. The September 
cost, covering production during the entire month of September, 
exclusive of depreciation, but including the deferred charge 
application (amortized start-up costs}, is $15.14 per slug. This 
compares very favorably ldth the unit cost estimate, revised on 
July 20, 1954, of $17.99 per slug. 

The overall cost for the first three months o£ operation ending 
September 30, calculated on the same basis, is J)..6.So per slug. 

6. Production 

Through October 22, actual production has totaled 5,305 slugs. 
From this quantity, 4,939 slugs passed the Sylvania inspection 
!'or an apparent process efficiency of 93%. Out of the material 
rejected by Sylvania, du Pont has accepted an additional 83 pieces, 
giving an actual percentage yield of 94.5%. .Approx:bnately half of 
the good pieces thus far produced have been welded and inspected 
at SRP with a yield of approximately 86%. From these it is possible 
to calculate a synthetic overall instantaneous process efficiency 
of approximately 81%. ·There vas every reason to believe that this 
yield will increase as the process and operator experience improves. 

The present scheduled and actual production rate is 240 slugs per day. 
This is scheduled-to rise the week of November 1 to 264 slugs per 
day and on the week of December 6 to 288 slugs per day. This is the 
ultimate predicted production rate. 

7. Administration 

Implementation of a recommendation made by J. J. Wise during his 
review of accounting procedures September 21-24 is underway. Basically, 
this entails the ass~ent or all Hicksville racilities to the SROO 

• SEEAi+ 
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contract for both accounting and management purposes. Econo~ of 
supervision and travel, as well as increased efficiency, is expected 
to resUlt. 

8. Outside Work 

At the request of du Pont Technical Division, on October 22, fifty 
thorium slugs were shipped to Sylvania for pressure bond canning in 
the production equipment. It is expected that most, if not all, of 
these pieces will be returned to SRL with the scheduled November l 
shipment from SEP. 

9. Personnel 

On October 22, 1954, approval was given to the revised rate changes 
and revised plan of overtime policy detailed in R. A. No. 11, 
Appendix A to Contract AT(J0-1)-1293. 

Distribution: Cy ll - Davis/Kilburn/Levy 
Cy 2A - Nelson/Blair/Coker 
Cy JA - Edwards/Vinciguerra/Stephens 
Cy 4A - Low/Niland/Rossette 
Cy 5A - Stetson/Rubin/Giboney/Kuhn 
Cy 6A- Mat 1ls Br. Files 
Cy 7A - Mat•ls Chron 
Cys 8A, 9A, lOA - T&P Rdg, Files 

SEC~ET 
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Modi!ication•No• 9 
Supplemental Agreement to 
Contract No. AT(30~+)-l293 

Modification No. 9 

CONTRACTOR: 

. -

Sylvania Electr~c Products, Inc. 
Bayside, :Long r.:sland, New York 

SUPPLEMENTAL .AGREEME1lT TO: ·- Increase the scope of work, extend 
the t~rbi. of the contract:; amend the 
fee payment and provide for: patent -
-and g~rieral indemnity. ' 

Portion Applicable to Savannah- -
Total River Qperationg Office 

t 
Previous Direct Cost $ 4,761,813 $ 661,963/ 

This Modification 1,450.79~- • 1.~50,795 

New Direct Cost $ 6,212,608. $ 2,11!2,758 

Previous Fixed Fee· $' - 209,340 $ 37,190 

Th!s Modification 8~.028-· 8!:J:i028 
r 

New Fixed-Fee. $ 293,368. $ '121,218 

'Total .$ 6~505~976 $ 2,233, 976 

Tot<Ll Obligated $ 5,909,700 $ 1,637, 700 
February 2, 1955 

SROOR -
FOIA esponse to 

(SR) - 04-028 
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Modification No. 9 
Supplemt!ntal Agreement- to 

.Contract No. AT(30-1)~1293 

THIS -sUPPLEMEm'AL A~~T, effective as of 12:01 o'clock" AoM-.., 
November 15, 1954, except as otherwise specifically ~xp~eased herein, by and -
between the United States of Anierica (hereinafter referred ·to as the Go"Vernment), 
as represented_ bY: the United States ·AtOJid.c En~rgy Commission (hereinafter _ - - _ . 
referred tc) as the Co_nunissi"on); ~and Sylvania Electric Products, Inc. (hereinafter_ 
referred to- as the Contractor); - - -

WITNESSETH THAT: -
.; -' .. 

WHEREAS, ·the Gov:ernment and the c9ntractor ~- as of the:" lOth day - -
~f December 1951, _ entered .inter 9<:mtract N<t. AT(j:o,...l)-129J for the perform~ -
ance by the Contractor' or certain ·researcl:t-and develc:Jiinient W()rk; and-

- -

WHEREAS~ the parties desire to modify said Contract, as hereto-
fore_ modifi_E!d,-- as hereinafter proVided; and-

WHEREAS~ this supplementai agreement is authorized by_ the __ ---~,---_ c. 
Energy Act of: 1.954; - j ----

NOW, -THEREFORE, Contract No •. AT(30:..l).;.l293, as heretofore modified, 
is hereby "modified further in _the .following respects: 

_ -1. The following new subdivision e is added to paragraph 1 of 
Article I - SCOPE OF THE WORK: -

"e.. Effective November ).,5, 1954, the Contractor shail _proceed 
_ with the manufacture, testing, inspection and delivery of 
· metal and alloy slugs in accord[;lllce ·with the ·contractor's 

proposal #2· as contained in his letters of November 8 and: 
· Noveuher 17, 1954,-to Hood Worthington, E. Io. duPont de 
. Nemours & C_ompany, !rico -and as further modified by -the· 

Contractor's proposal DCF #5527 dated· January 11, 1955, · - .. 
accepted by the Commission's lett-er- dated· January 14,· 1955,/ 
from· Curtis Ao ~~elson to E. So Norris. The aforementioned 
propOsals and letters are made a part hereof by referenceott 

.- - 2o. In. paragraph 1 of Article III - TERM, EXPIRATION Aim TERMINATI,ON-, 
''May 31, 1955" is changed· to "June 30, 1956"o-

3. Paragraph 1 of· Article IV - CONSIDERATION is changed to r·ea:d 
as follows: . 

"ao A fixed fee of one hundred sev.enty-two thousand one 
hundred fifty dollars ($172,150) with respect_to all 
ot the work and services provided for in subdivisions 
a and b of paragraph 1 of Article ·r as authorized in 
Modification Noo 5. 
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A fixed fee of one hundred twenty-one thousand two hundred 
eighteen dollars ($121~,2."1:-8) with respect to all of the 
work and services ·'PfOvi<:led for i~ subdivisions c, d ' 

.·and e 9f paragraph 1 ;of Article I as authorized in · 
Modification Nos. 7-, .8 and 9~. · · 

.• . • •, • • ~ ·F 

Payment for allowable costs ·as hereinafter providedo '' 

4.. Subdivision: t of paragraph 3 ·of Article IV - CONSIDERATION is · 
renumbered subdivision u; and·the following new subdivision ··t is added! 

"t. All costs involved .in the .ider1tification, segregation,~ 
preparati9n; and microfihnirng or dispersal of records 
determined :.to, be· vital under the prograni.·outlined_in·AEc· 
Manual"· Chapter 0236. 1.1 · · 

5o Subdivision a of paragraph 5 of Article IV - CONSIDERATION is 
changed to read as follows: 

"ao Payment of the FiXed· Fees. 

(i) Payment of 90% of the. fixed fee of $172,150 fet forth 
in. subdivision a of paragraph· _1 of this Art:i_Fle IV 
shall be made by the Go\rernment monthly tn amounts 
based on the percentage of the completion . of the . 
work hereunder, as· determined from estimates submitted 
to and approved by the Conunission.. · · 

( ii) Payment . of the. fixed· fee of $121,218. set forth 1n . 
subdivision b of paragraph 1 of this· Article IV shall 
be made in monthly installments as follows: 

(a) · 90% of a monthly)'i.xed fee of $3,381 (det.eMnined 
· as one-el-eventh of $.3?,190) shall peccime due · 

and payable on the"last day of each month for "the 
6~ month peridd. beginning July 1954 an~ ending · 
January 14, 1955 • 

./ 

(b) - 90% of a monthly fiXed ·fee of $5,671~ (deterriii.ned 
. by prorating $99,241 over 1?! months) _shall. become 
due and· payable· on ·the last day _of each month for· ·· 
the -17! month period beginning January 1~, 1955 
and ending June 19 56." . · · · - · 

6o Article IV - CONSIDERATION paragraph 5 c is amended by deleting 
the period at the end of the paragraph ·_and addirig the following: 

"; provided, however, that the portion of the fixed fee off 
$1?2,150 withheld for work perfoi"JI).ed1mder subparagraphs a and 
b of paragraph 1 of Article I shall be paid to the Contractor 
upon completion of the work applicable to such feeon · 

\ .. - 2 -



. 7. Article IV - CONSIDERATION paragraph 6-. b (1). is changed to. 
rea.Q as fol-lows: 

"b (1) The ·commi.ssion. has o\>ligated _for this Contract,· (rom·· 
. obligational authority il.v~ilable to·. it J the follo:rlng 
amounts .which inay be ii1¢1(eased froin. time to t:i;.m.e_.-by 
the Commission in its discretion by Written noti~e: . 

. . 

(i) $4,272,000 with·respect to the work provided' 
for in etiQdivisiona a and b of paragraph 1 of 
Article I. 

(ii)~ ~1,6~7, 700 with resp~ct to the wo:rk provided~ for· 
· . 1Il sU1>9-iv1sions c, d ·and e ·of paragraph l. of 

Article I:" . - . . 

. B. ·The last line of Article IV - C~SJ;:DERATIO~ paragraph 6 b'- (4) 
is amended by substituting "subdivision (2)" for "subdivision d"o .· . . , .. 

9. Subdivision (7.) of paragraph 6 b of Article IV - CONSIDERATION 
is changed to read as follows: 

"Except as set forth in Article VII, paragraph 6, and _kticle 
XLI, the· liability of the Government shall be limited :(o the 
Commission's obligation specified in subdivision. (1) above; 
as may be increased by the Comniissiori by notice to the 
Contractor in writing." · 

10. The following changes are made in Article VII - PATENTS:. 

a.· Paragr~ph 1, line 12, substitute "special nuclear" 
for "fi·ssionable". · · 

b!' . Paragraph 2, line 2, substitute "Atomic Energy Acts 
of 1946 and il-954" for "Atomic Energy Act of 194Q"• .. 

c. Paragraph 5, 1.line 9, subst+tute "special nuclear" . 
for "fissionable". 

d. Paragraph 5, line 10, sUbstitute "special nuclear" 
for "fissionable". · 

e. The following new paragraph is added: 

"6. (a) Except as otherwis~ stipulated in writing by the Conimission, 
or as provided i.n par~graphs (b) and (e) below, the ·contractor 
agrees to. indemnify the Government, it~ officers; agent~, 
servants and employees again.st liability (i.ncluding but not 
limited to reasonable costs and expenses incilrred) arising from 
the infringement or the alleged in,fringew.ent of any Letters . 
Patent (not including liability arising pursuant to Section 183, 
Title·35 (1952) Uo So Code, prior to issuance of Letters P~tent) 
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occui.ring in the perf9rmance· of this colltract, or· arising by 
reason of sale to~ or purchase· by; or dj_ spo sal by, or· for the 
account.of the Government of items manufactured or supplied 
under'this contra~t. -

(b.) With ·respe_ct~.t·o· infringement or alleged infringement· nee:..·. 
essarily reaulting from the Contractor's compliance with written .. 
specifications- or provisions given by the Commissi_on for com-· 
parierit s which are not. standard- co)lllliercial . products of . the.. -· ..... 
C<;intractor or ·re~lting from .sp~cific. written· instruc.tions given 
t,y--:the ·eommission for ·the purpose of"'dire.ctirig -~_--manner ·a.r-··per.:.. -
formance . of the contract not normally utilized by ~the . Cont-ractor, 
the -GOvernment agrees to.-hold the Contractor harrill:e_s~ from-· , . 
liabiiity arising from such infrlng~ment or alleg~d-infringement 
qf any .United states Letters Patent in view of the following 
facts: · -

(1) 

(2) 

(3)' 

The Contractor ·has not made an investigation as to the 
possibility of patent infringement, 

The Government and the Contractor desire·to avoid the 
delay incident to a.patent investigation, and 

The Contractor has not included in its pric~ ly pro­
vision for the settlement of possible patent claims; 

provided, however,. that with respect to procurements_ undertaken 
on or after the date of actual execution of .this Modification, 

·except as otherwise directed by the commission; the contractor 
Wili secure inQ.emnification from suppliers or vendors of 
standard commercial products. The Contractor, to the. extent 
that_ it can extend $ch aforesaid indemnification from suppliers . · 
or vendors, agrees to so extend this indernn:l.fication to the 
Government. 

(c) Except as otherwise directed by the Commission in writing, 
the Contractor, with r.espect to claims and actions involving 
liabilities against· which it is held ll.armless byt the Commission, 
shall give p_rompt notice in writing to the· Commission 9f any·· 
such claims and actions. of which it' has. notice and sh~ll- furnish. 
promptly to the Commission copies of all pertinent papers re­
ceived by the ·coritractqr with respect· to any such action or 

· ciaim. · If required by the Commi~sion, th~ Contractor shall with 
respect to such ""action~ or claims (~t the Government's eX:pen&e, 
by preper arrangement) ·~ssis} the Government in the settlement 
or defense of such action or claim and shall.furnish such 
evidence in its PO!?Session as· may be "required by the. Government 
in the settlement ordefense of Su.ch action. or claim. 

(d) The obli~ation of the Commission to th~. Contractor on .. 
claim~ or ~ct~ons involvi~g liapility against which the Commission 
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is indemnified by the Contractor under.the terms of this con­
tract shall be identical :with the obligations of the Contractor 

·'to the Commission \mder subparagraph ··c c) above· \dtb respect· to 
claims or actions involving liability ag·B.inst .which the Con­
tractor is ·held ha.rnileas by the' Commissiono · In such sit~ations; 

-the· Contractor· shall be given full opportunity-to participate 
in the defertse against such claims and actionso 

(e) However, anything to the contrary notwithstandingf the 
Con:tractor assumes· no liability consequentia.l or otherwi.se for, 
arid the Government agrees to hold the Contractor harmless· 
against liability (inciuding but not limited to reasonable 
cost~ ab,d expens~s incurred) for infringement or alleged in­
fringement . by re~son of the use. of. the completed product in 
COJll.bination· With ·other .items or materiais or in the operation 
of 1 any proce sso" · . 

lL .Article XIII is deleted and the following is su'bstituted: 
~ . . 

"ARTICLE XIII - DISCLOSURE OF INFORMATION 
. . 

1 •. Contractor's DUty to sa.t'eguard Restrict-ed Dat&o In the 
performance '_or the.·work under this contract .. the Contract1r shall, 
in··accordance with, the CommissionYs security regulationJ" and ··. 
requirement.s, be responsible for safeguarding Restricted Data and. 
other classified matter and protecting again5t sabotagE!, espionage, 
loss and· theft,· the clas.sified documents, materials, equipment, 
prqce sse s ,· etc e., as well as such other material of high intrinsic 
or strategic value as may be in the Contractor9 s possession in 
connection Wi~h performance of work under the contra~to Except . 
as othemse expressly provided in the. specifications. the Cont~act_or 

· shall. upon completion or termination of this contract transmit to 
the ·cormnission any classified ·matter in the possession of the 

· Contract()r ·or any person un.der the ContractorV s control in connection 
With perforniance of this contract o 

· 2. _ Regulationso The ·contractol- agrees to coilform to ·all_ security 
regulations. and requirements of the Commissiono . 

3 e Definition of Restricted Dat-~ The term nRestricted Data" 
as used· in this Article, means all data coneei"lrl.ng· ( 1).· design, 
manufacture, or U:tilization··of atomic weapons·; {2) the production 
of .special nuclear material, or (3) the· use of 5peci~l nuclear · 
_material in the production of energy, but shall not include data . 
declassifi(;!d or removed_froni the Restricted ·nata catagory pursuant 
to Section 142 ·of the Atomic Energy Act of 1954o · 

4o Security Clearance of' PersonneL. Except as the Commission · 
may authorize·,· in .accordance ~th the Atomic Energy Act of" 1954, 
the .Contractor shall not permit any individual to have access to 
Restricted Data until the deBigilated investigating· agency shall 
have made an investigatiOJl and .. report to the Commission on the 
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character, ·associations,· and loyalty of such individual and the 
Colm:nission shall have determined that permitting such person to 
have. access to Restricted Data will not endanger the cominon defense. 
or security.· As used in this paragraph the term 'designated . 
iriv~stigating agency' means the United States Civil Service 
Connnission or the Federal Bureau of Investigation, ·or both, as 
detei:-mi,ned pursuant. to the provisions of the Atomic Energy Act 
of 1954.: · · 

5~ Criininal Liability. It is understood that disclosure of · 
information relating tothework or servicesordered hereunder to 

· any person riot entitled ·to r_eeeive it;· or failure to safe~ard · 
. any Restricted. Data or anytop secret, secret·, or confidential · 
. matter that may conie to the. Contractor or any person \mder the 
Contractor's control.in connection With work under this contract, 
may subject. the Contractor-, his agents, employees, and !3Ubcontractors 
to. criminal liabilityunder the laws· of the United Statesp (See 
the Atomic Energy Act of 1954, 68 Stat. 919), (See also Executive· 
Order 10104· of February i, 1950, 15 F. R. 597.) 

6~ Subcontracts and Purchase Orders.. Except as· otherwise 
authorized in writing by the Contracting Officer, the 9?ntractor . . 
shall insert proVisions similar to the foregoing in al~ subcoritracts 
and purchase orders under this contract. · 

12.. Article XXI is deleted and the following is sul;>stituted: . · 

"ARTICLE XXI . - NONDISCRIMINATION IN EMPLOYMENT 
. - -· . . . . . 

In connection with the performance of wor~ under this contract, 
the Contractor agrees not to discriminate· against ariy· employee 
or:applicant for employmentbecause of race, religion, color, -or 

· natio11al origin. The aforesatd provision· shall include but not· 
be limited to·, the following: employment, upgradilig, ·demotion, 

. or transfer; recruitment or recruitment advertising, layoff or: 
termination; rates of pay· or other forms of compensation; arid . 
sele·ction !or training, including apprenticeship. The Contractor. 
agrees to post hereafter in conspicuous· places, available for 
employees and applicants for employment, notices to be provided 
by the Contracting Officer setting forth the provisions· of the 
nondiscrimination clause. ·The Contractor further agrees to · 

·insert the foregoing provision in all subcontracts hereunder, 
except subcontracts for standard commercial -supplies or ·raw 
materials. 

l3. ARTICLE XXVIII - DOMESTIC ARTICLES is deleted and the followi.rig 
is substituted: 

"ARTICLE XXVIII -BUY AMERICAN ACT· 

The Contractor ~grees that there will be delivered under this 
contract only such unmanufactured articles, materials and supplies 
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(which ter_m 1. ticJ . 'aterials and SUpplies 11 is :t ~ t.fter 
referred to i~ this_ C.L<iUSe as 11 supplies11 ) as have b:een' mined Or 
produced ill th~ United States •. and oiuy such·mamrlactur·ed supplies 
as have been manufactured in the United States substantially all 
from supplies mined, produced, :or manufactured, as the cas·¢ may be • 
in the United States·. The foregoing provisions shall not apply 
(i) with r.e:spect to supplies exempted by the Coinmis·sion from the 
application of t~e Buy American Act-(41 u.s.c. lOa-d), (ii) with 

· respe~t to suppiie.s for use outside the· United States~ or (iii). 
with respect to' tll.e supplies to he deli;vered under· this c.6ntract 

· . which are of a class or kind dete.rmined .by the Commission not to 
·be mined, . pr.oduced,. or manuiacture'd,- as the cas.e may he, in the 
Uriited ·states ·in suffic~ent and reasonably availq,1Jle commerc_ial 
quantities_ and_ of' a satisfactory· quality, or (iv) with respect to· 
such supplies,, {rom which the stipplie·s>to he delivered unde;r this 
cont:r;a~t are: manu£cictur'e.d,. as .are of a cl~ss ()·r .kind determine·d · by· 
the Commission not to be mine4 1- produced,.. or :manqfactured, as the 
case may be, in the United States in suf£icient and reasonably 
available commercial quantities· and of a satisf(icto:r:y quality, pro.,. 
vided that 'this exception (iv) shail not permit 'delivery o;f-supplies 
manufactured outside. the United States if such suppiies are manufactured 
in the.l!nited ·states in. sufficient an~ reas6nably ava:ilable commJr~it.ll · 
quanht1es and of a satisfactory quahty. 11 

. •• 

14. Effective July l, ·1954, immediately following ·Article XL ·aqd a 
new Article XLI to read as follows: 

. . 

i'AR TICLE XLI - INDEMNITY 

Notwithstanding any other provisions of th~s contract, it is agreed 
that the Cont~a~tor shali not be liable for, and the dovern.IDent shall, 
s-ubject t~ the availability -~f funds, indemnify and h~ld the Contractor 
harmless agab~.st, any and all loss or damage .(including but not liml.t.ed 

·to personal injury,_ dise.ase ~r- death of p~_rsons, or damage to property). 
and any and a.ll expense in connection therewith or in.con:o.ection with 

. alleged loss or damage (including but not limite-d to th~ expense of litigation)~ 
arising out of, based on, or c'aused by radioactive, 'toxic, explosive or . 
other hazardqusproperties of source-, special nuclear, or radioactive 
materials, or products or by-products therefrom, which the_ Cc;mtractor may 
use, possess or otherwise handle under ~r in connection with this contract~'·. 
whether or not any director. officer. employee, or agent of the company is 
responsible therefor; provided·~ however,. that this obligation of the Government 
shall apply only in those instances where loss' or damage, and expense in . 
connection therewith or in connection with alleged l~ss or dan;_age, is not 
due to or caused by gross negligence or bad faith on the part of any officer 
of the Contractor, or on the part of any rep:t:"esentative ore.mployee .of the 

. Contractor. exercising the powers, responsibilities and duties normally 
exercised by the plant manager having direction· or s liper vision of the work 
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U1idertc. ~n b ·1 :::;ontractor hereunder; nor .l ' nor c. sed by 
wlliul or gro·s:sly negligent failure to follow pr(rcedures· and:_s.ta,ndards 
appr-oved and transmitted to the Con~ractor by the Gom:rbissJon for 
the:u$.e,_ possession o·r other handling' of source, special '~~~iear, 

:or r·adi'oacti ve materials, o,r pro.duc_ts or by-products therefrom •. 
on the pa1.7t of .any of the· aforedes.cribed Contractor personnel. · The 
obligations of the· Goye:rninent under ,this Article shal~ apply only to 
the extent' that the· Contracto.r· is not coveTed and made whole by 
inSUJ;'ance; provide·d,- however,. that said obligations S-hall not apply 
to any loss 0~ damag~, .or ._any eJq>e~se ln conri.ection therewith or . 
in conne.ction with alleged loss pr .damage,- if,. and to th_e extent :that, 
the Contractor· l.s cove·re·d by in~ur.anc·e with. regard to such loss o_r _ 
·damage, or such expens:e in connection therewith or in ce~:nilection with 
allegedloss or dairiag_e-:, -but· is not so 1nac:ie whole 'Py said insur-ai:ice­
because of some intentional misrepresentation by the Gontrac.to:r;· in' 
the obtainment of said-irisurance or by froine breaeh.by the Cpntractor: 
of the te·rms and/or conditions of said insura~~e or of some other -act 
or· failure to act on the part of tll.e Contractor as respe·cts said in:su~ance·. 
The Contractor repres·ents that it is presently· maintaining, and the 
extent of the ·liability of the Government under this Article is limited 
in any event to the excess over, the following insurance coyer age.' a,.s 
s·uch coverage has been r_educed by loss or damage, and e=fpense 1n . 
connection: thereWith or hi c'onne.ction with alleged loss or dal'Xlage, 
prior to the dq.te of l~E;.s or damage, or expense:in connection therewith 
qr in connection with alleged loss. or damage, .indemnified against . 
hereunder, where suchreduction has notbeen reinstated in accordance 
with the Co:O:traCtor 1s normal insurance practice~ all of the foregoing_· 
being Oil. the basis of the afor:esaid coverage being embraced in 
and c~vered by the allowance provided i~r in subparag!aph j of paragraph 
3 of Article IV hereof,. to wit: 

1. Fire, smoke, storm, and hail insurance; and similar. 
property insurance policies on the Gontractor 1s Hicksville· 

-Plant and on ail property of the Contractor therein, in 
doll~-r amoun·~s sufficient_ to provide at ieast actual cash 
value coverage at all times. 

-z. Public liability insurance against damages 
properties of empioye'es of the Contractor . -

to persons and 
(except for 

workmen's compensation insurance) or of third persons.,_ 
at the Contractor's Hlcl~sville _Plant or ~esulting from the 
ContJ;"actor1 s operations therein, in these dollar amounts: 
One Million Dollars -($1,.-QOO, 000) per person and per - . . 

accident respectirig per:s6nal injuries and One Million 
Dollars. ($1,-000, ~00) respecting property damage. 
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3. Insurance against daJnages to inotorvehl.cle:s., not Government­
owned,·· U'lh!d by the Contrac:tti'r in connection· with the' werk 
provide·d fcir in .Artide I of this contract ap,d .against damages 
to persons andprope·rty r·es:ulting from operation .by th~ 
Contractor and it.s ~mployees of motor vehiCles in connection 
with: said work,. in· the"S.e dollar amounts·; ·One Million D6llar:s 
{$1,. 000,.00:0) pex perBon and pe.r accident respe·cting personal 
injuries and OrieO:Million ])ollars ($1,- 0.00,. 000) r.especting, property. 
damaRe· · · . · 

4.· The partie:s· agree that a minimum. of the insurance cove-r.ed 
by. subparagraphs 1,- ,2 and 3 of this Article· XLI was -~n ... -
force prior to this· mo-dification to this- contra;ct an,d that 
th.e co'st thereof is included ~n the rental chax·g·e for: the 
use of th.e Gontr:actoxLs H~cksvilie· P1~nt as pr:ovided for· 

·in subparagraph jof pa>:tagraph 3 of Article IV. The· 
parties· further agree· that the Contractor. shall be reimbursed 
by ·the Commis,sion: for any additionai cost o~ such insuranc:e 
ovex and above th.e cost of such insurance at the· date· of this 
~odification, including but not limited to the. cost of obtaf?lng . 
additional insurance to reinstate,. in accordance with·~ · · 
Contractor1s no-rmal insurance practice, the minimum · 
coverages provided for in subparagraphs 1, 2 .and 3 above if 

·any of sucli miriim1:1m coverages has. been reduced by los.s ~r •. 
d~mage, or expens·e in connection ther~With or ·in connection 
with alleged loss cir damage, arising from, based on, or . 

. caused by work under or in connection with this contract. 
However 1 such additional cos_t as is due to increase in. 
premiums faxr r.easo;ns other than reinstatement of the· 
c;Uoredcs·cribed minimum coverages shall be -reimbursed only 
to .the extent th~t such additional cos·t is occasioned solely 
as a result of the use, possession, or other handling_ of. 
source.,. special nucle·ar' . or radioactive mate:rl,als' .·or .. 
products or by-products therefrom, that may _be i:Iivolv~d-in 

· the perfo-rmance of the work undex this modification to thi:;; 
contract. 

-9-
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·IN WITNESS WHEREOF, the parties have exeeuted this Supp~emental Agree-

Witnesses a.s to signature of · 
Contractor: 

~- .· ·--~---

UNITED STATES OF AMERICA 

By --...---~.14~~-~-~..:_..!:· =_.:;::...· ::... =··;..._-----:-

Manager . · 
, · . (Title) ' . 

U11:i.ted States Atomic En~:rgy Commission 

Date: May -1-2,. -1955 · · 

Date: . April 29, . 1955 

I, B fr. 'fZ'i vv--f.c...J , Certify than am the ~~~{ 
~c~L-C~___,..__,·· of the corpor~tion named as Contractor _herein;- that ·fA - ·c:. 

'~ .... --· ~ ~ . : ' .. ·. ·x --c.-,.<-u/C-_.~ :who signed:, this· modification on behalf of the Contractor 

was tho~; 4> ~ . /£i::r:.u/ ,£~8 }j., -of said .corporation; that said 

modification was duly signed for and on behalf of said corporation ·by authority 
. .- ' . 

. of its governing body and is within the scope of its corporate powerso 

IN WITNESS WHEREOF, I have hereunto affixed my hand an~ seal o~ said 

· corporation. 

(Corporate Seal) 

JO 
-~.:. 
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SYLVANIA ELECTRIC PRODUCTS,- INC. 
CONTRACT NO. AT(JO-l)-1293 

(As amended by Hodifications l thru 8 
and as proposed in Hodification No. 9) 

ARTICLE I - SCOPE OF THE WORK 

l. a. The Contractor shall conduct studies, experimental 
investigations and other research and development work for the 
r~vernment, the details of which research and development work are. 
set forth in the classified Appendix ~B' to this contract. ·A copy 
of said Appendix 'B' signed by the Contractor is on_ file in the 
offices. 9f. the Connnission and s<Ud App~ndix tBt is inc_orporated herein 
by reference and made a part hereof. 

b. Betwee11 July l, 1953, and June 30, 1954 the Contractor 
shall conduct -studies, experimental investigations and other research 
and development· work for the. Government~ the sc.ope of which is set 
forth in the classified document captioned 'Amendment No. 1 t'{ - -­
Appendix "B11 ; a copy of said A111endment No. 1 to Appendix 'B' J;igned 
by the -Contractor is on file in the offices- of the. Commission' and 
said Amendment is incorporated herein by reference and made a part 
hereof. 

c. Prorriptly upon the execution of Hodification No. 7 
to this Contract, the Contractor shall t_ake all practical· .steps 
tm-Jard conclusion of its performance of the work provided: for in 
subdivision b- above and toward commencement of the work referred 

_to -in the sentence next following. Beginning as soon as is 
reasonably possible, a~d in anyevent by July l, 1954; and con­
tinuing until the end of July, 1954, the Contractor shall conduct 
under this Contract only such studies, experimental investigations 
and other research and development 1.vork as is ·authorized in \\Titing 
by the· Commission; said Wr-itings may or may not he in the form of 
formal modifications to this Contract. 

~· .<i' d·. (i) Promptly upon the execution of Hodification No~ 8 to 
/ tbis contract, the Contractor shall take all -practical steps toward . · 

v conclusion of the work as authorized by subdivision c above and toward 
the commencement of the work referred to next following; Beginning as 
soon as reasonably possib-le and continuing until the v.rork herein 
described is completed, the Contractor, in accordance with the letter of 
award, dated July 6, 1954,-from c. A~ Nelson, Manager, Savannah River 
Operations Office, United States ii.tomic Energy Commission, addressee]. to 
E.S. Norris, Manager of-Control Department of the Contractor, as herein 
modified, ~hall undertake the procUrement and fabrication of the necessary 
equipment, 'the c~~=ion of security fences, alarm systems and· vaults, 
and the canning/--. · . al:loy slugs, all in accordance' with the, 
schedule applicable to Proposal C contained in the Contractor's letter 

I 
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dated June 17, 1954, addressed to C. A. Nelson, Manager, Savannah River 
Operations. Office, United·· States Atomic. Energy Commission, and signed by 
E. S. Norris on behalf of the Contractor, using the pressure. bonding 
technique developed at the HicksVille, Long Island, New York, Plant of 
the Contractor and improved rnodifications which may be realized in the 
course of the work, including the manufacturing, testing, :inspection arid 
delivery of the slugs, ·canned :in aluminum in accordance with the specifi­
cations referred to in the aforementioned letter from C. A. Nelsori, dated 
July 6, 1954, o~ as modified by mutual agreement. The aforementioned · 
letters, addressed respectively to E. S •. Norris and C. A. Nelson, are 
made a part hereof by reference.. · 

(1i) The necessary aluminum cans, . caps and alloy slugs -~vill be 
furnished to the Contractor by the Commission·vdthout cost to the 
Contractor • 

.e.. 
2. (See original.contract) 

ARTICLE II - SITE OF THE ~'fORK 

l. (See Original contract) 

2. (See Original contract) 

f~-~·'f<-<-·· ~"- s :..:G... 

ciif;_,, .. ,tj~"'- e-d 
,.< --.: 

( !. (( 

-I' 

J S · ,i.-Le.· 
3. (See ·original contrac:t) T" A.A.'~-:.--,--<--·-- ··{ 

I 

4. Non-Contract Activities 

"The Contractor shall riot engage in or permit others to 
engage in activities other than activities in performance of the work of 
this contract at any principal site of the work referred to in paragraph 1 
above, without the approval of the Corr.rnission. ·notwithstanding.any other 
provision of this Contract, the Commission may,. to the extent· and upon such 
terms and cond.itions· as it considers advisable and provides for K:Ln said 
writing,.· permit the Contractor,_ by v.rritten authorization, to engage in any' 
~uch principal site in activities· other· than those incident to the ·v-Tork 
provided for above in this Contract. 

5. (See original contract) /(J .. l_,._,;_,:f· r- o-j~~··· ·~-C . 

ARTICLE III - TER.t'1-L_EXPIP..ATI6ri AND TERMHJATION. 

~f'· l. . The period of performance of the work under this contract . 
;~t.fr~ ~ha~l conmtence on Dece:-:!~~r 10, 1951, and, subject to the provisions of this 

. JJ Arllcle, shall end on l~ Jl, :L955~ ~ .. -31 fS" L 
')II'VYl.l" 10 { ~:J....c>r~-..,;._,f..:, JU-(1 'I . '· . ( • ... 

. .,\1 ~\s: 2. (See original ~on tract) ~i ft,h ... ~~-·-•·-" ··-• :"' 
~ . I rr 

l\~'\..c'A~ t\- a. (See original contract) r~ !).-"··_; ·'t:.-:·:.,~--~t.-~-~-· . '·'· ,_, iL ,:.1;-.·'. ·····'"'~Jt 
b. (See original contract)· ,.,, V\·-" ··v ·. Y 

\.... ..... ---· \ . 
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c. 

d. 

e. 

j. (See 

4- (See 

5~ ·(See 
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(See originai contract) 

(See original contract) 

(See oringial contract) 
( ~ 

original contract) r ~1~-" .. · __ 1 ~,., .~,--.~~~-
-~~f) ... ;~~ .::..... r- /!A/~ ·f ~{....<· .... -,I>'~ 

original contract) lV'~ II - ;r .. 

·, . t j . . T t. -c· . : - """ t;;_·1._,v,,_-«-L_· .. ""-'-
. - . . "' A.l"~-u.-·w·"· ..,.-.,..:; 

original contract) S 4 ... ~. ... " · ~ . 

ARTICLE IV - CONSIDERATION 

l. Compensation for Contractor's Services. 

·As full consideration for the performance by th~ Contractor of 
· the work of this contract (includi-ng (_i) profit on alL items and .for~· n_ work, 

and (ii) reimbursement for all costs and expenses listed hereunder a unallowa­
ble costs or otherw-ise not allowable under the terms of this contra·.·} the 

· ~ontractor sh~ll rec~ive from the Government: · 

·a.· A fixed fee of one hundred seventy-t1.-.._ro thousand _one hundred fifty 
·dollars (:1~172,15.0) uith respect to all of the Hark and services provid' 
for prior to the Harle autho:dz;ed in modific-ation Nos. 7&8, and a-
fixed fee of thirty~,s._ei!'en thousand one hundred ninety: dollars ( $37,190: 
Hith respect to a:u' of tbe vrork -and. services provided for in sub­
di\~sioris c a~d d of parag~~ph 1 of Article I, as _autho~ized in 
modification· Nos. 7 and 8. · 

b. Payment for allov-rable costs as hereinafter 
·provided. 

." ~- ' /· 
fl.~ 6 ~ .. -~'--· ('-_.I..A,.C./ .... L~,:·.._...,.- .. :--:..-i-. 
1-r-!~" ;t:• ; .. . 

' l 
2. _.(See original. con.tract) 

3-

a. (See original contract) 

b. (See original 9ontract) 

c. (See original contract)_ 

d. (See original contract) 

e·. (See original contract) 

f. (See original contract) 

g. (See original contract)-
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h .• (See original contract) 

i. (See original contract) 

j. _(See original contraCt) 

k. (See original contract) 

L (See original contract) 

m. (See original contract) 

n. {See original contract) 

o. (See original contract). 

P• (See ·original coniract) 

q. (see original contract) · l 
J 

r. (See orig:i,nal doritnact) 

s •. A provisional payment of -;'P? ,ooo/per rwnth, beginning with the 
month of July).954, for·procurement, admini~trative~ and accounting 

_services (hereafter referred to as Division Prorate) fairly allocable 
to the work. under this contract. The provisional payinent shall be· 
subject to adjustment to actual co.st determined at the completion of 
the scope_ of work covered UI)der Article I, or Ju.~e 30, 1955, whichever 
shall occur earlier. The actual cost of Division Prorate shall be 
allocated to this contract. in_ the fallowi.ng mar>.ner: 

(i) The total cost of .work performed during the p~riod of this 
contract (or the ·1~-month_ period ending Juhe 30, 1955, 1-1hichever 
applies} divided by the total cost. of all \vork p~rfo_rmed by the 
Contractor·' s ·ittomic Energy Division for. the· same ·period equals 
the- percentage this contract vmrk bears to all Atoinic Energy 

·Division vrori:. · 

(:i_i} · The percentage determined in (i) above tirnes the actual 
cost of Divi::?ion· Prorate for the period equals the Division Prorat' 
cost allocable to this contract, 

If the provisional payments ~xceed the actual cost of Division 
Prorate as determined above, the excess of such payments over 

· actual ·cost shall be refunded to the Comrnission. If actual cost 
exceeds the provi9ionaLpaym.ents, an additional payrrient for such 
excess shall be made_-to the Contractor. 
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--t 
v<, _..t-. Items of cost which are not expressly excluded by other 

provisions of this contract arid which are specifically cert-ified 
in ·writing by the Commission as allowable costs hereimder. 

(See original contract) 

.a. (See original contract) 
b. (See original contract) 
c. (See original contract) 
d. (See original contract) 
e. (See original contract) 
f. (See original contract) 
G. (See original contract) 
h. (See original contract) 
i. -(See original· contract) 
j. (See original contract) 
k~ (See original contaact) 
1. (See original contract) 
m. (See original contract) I 
n. . (See original contract-) i 
o. (See original contract) 
p. (See original contract) 
q. (See original CO!).tract) 

r. - Bad debts, including expenses of collection, and provision for 
bad debts arising out of the Contractor's own business. 

s. Bonuses~ and sllnilar compensation under any other name, •·ihich 
are not consistent with a practice so established as to constitute a 
condition of employment. -

t. General research, except as specifically provided -for in this 
contract. 

u~ 'Legal, accounting, and consulting services, and related expenses 
incurred in_connection with organization or reorganization, prosecution 
-of patent infringeinent litigation, defense of anti-trust_ suits, and 
the prosecution of claims against. the Uruted States~ 

v. - Depreciation or depletion in excess of that based on expected 
useful life and cost of acquisition of the related fixed assets less 
estimated salvage value at the end of the expected uxeful life. 
Am:ortization_or depreciation of unrealized appreciation of v~lues of _ 
assets or of assets fully amortized or depreciated on ·the Contractor's 
:hooks_ of account is unallo~rable. In respect to emergency facilities 
covered by Certificates of Necessity, acceleration of depreciation 
in excess of that based ·on their reasonable economic life is unallo-vr­
able • 
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w.- Maintenance, d~preciation, and other costs incidental to the 
Contractor's excess, facilities (including machinery and e.quiprnent) 
other than reasonable standby facilities. 

x. Premiums for insurance on the lives of directors, officers; 
proprietors, or other persons, vThere the Contract,or is the beneficiary 
directly or indirectly. 

y·. Selling and distribution activities and related e:ipenses not 
applicable to the contract products or services. 

z. Taxes and expenses in connection with financing, _refinancing, 
or refunding operations, including the listing of. securities on 

-exchanges. 

5• Payment: 

~--·.if>- a. Payment of the Fixed Fee. Payment of ninety per cent (90%) of the 
, c\ f:Ued fee of one hund:ed s,e'r~n~y-:-two thous.and one hundrd ~ifty ~ollar 

·. :_\ ,-:! ., (;~172,150) set forth 1n suodlvlslon a of paragraph l o. thls .A.rtl.cle 

1wJ. tl 

shall be made by the Government monthly in amounts based on the percen· 
age of the completion of the work hereunder, as determined from 
esti!Jlatet} submitted to and approved by the Gonunission. ·,.·Payment 
of the fixed fee of thirty-seven thousand one hundred ninety dollars .(;: 
($37;l90) set forth ·in subdivision a of paragraph·l of this Article 
shall be made in monthly installments as follm..-s: ninety per_ cent 
(90%) of the monthly fixed fee (determined as· one~eleventh of the 
fixed fee of thirty;... seven thousand one hundred ninety dollars ( ~t37, 190 
shall becorne du:e and payaole on the last day of each month begin..'1ing tT 
1954. 

b. (i) Honthly Payments. 
payments for the allm..-able 
Article monthly, or at the 
:frequent· int,ervals. 

The Government vdll make reimbursement 
costs set forth in paragrpph 3 of this-. 
discretion of the Corrunission, at· mo:re 

_ Jii) Review: and Approval of Costs Incurred. The Contractor shall 
prepare and subrr.it annually, or for ffi;.ch other periods designated 
by the Contracting Officer, a certified voucher for the total of ~~t­
expenditures accrued for the period covered by the voucher, and the· 

COrriid-~-~ion;··-aft-~r c.~cit C..L< ... L1 l.l'JOriate ·adjustment, >fill approve SUCh 
voucher. This approval by th~ 

4 

Co~unission >dll constitute an acknovrled 
ment by the Conuhis~ion that the net costs incurred were allowable 
under the contract and that they had been recorded in the accounts · 
maintained by the Contractor in accordance with Comrrdssion accounting 
policies, but "rill not relieve the Contractor of· responsibility· .for th 
·coinmission' s assets iri its care, for appropriate subsequent. adjustment 
or for errorslater becoming kn~wn to the Comrnission. 
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c. Upon (i) the expiration of the peri~d a·f performance 
of the work of the contract, (ii) .completion of the work . 
required by paragraph 3 of Article III, TERM, 'r:ER}JINATION 
AND EXPIRATION, and (iii) the furnishillg by the Contractor 
of' a release in such form and .with such exception as may be. 
approved by the Commission of all claims against the Goverrunent 
under or arising out of thts contract, accompanied by any 
accounting for Government-owned property required by Article V, 
GOVERNNENT PROPERTY, the Governm.ent. shall promptly pay to the 
Contractor :t;.he unpaid balance of the consideration set forth; 
in paragraph.lof this Article (including anyportion of.the 
fixed fee withheld or not yet paid pursuant to subparagraph a. 
above) less deductions due linder the terms of this contract 
and any slim required to settle any unsettled claim which the 
GOverriment ma!y h.:we aga~st .the Contractor; ·provided, howe\er, 
that the port1on of the flXed fee of one ·hundred. seventy-b1o 
thousand one hundred fifty doll~rs ($172,150) Withheld for 
v1ork performed under subparagraphs a and b of paragraph 1 of 
Article I shall be paid to· the tontrq.ctor upon completf' on of . 

. the .work applicable to such fee. ~: 

d. ·(See original Gontract) 

e. (3ee original ~ontract) 

f. (See original contract) 

g. .(See original contract) 

Limit of Government Liability. 

. a. Estiniates. The~itiallJJestiffiated cost of the \-fork under 
this contract; including the fixed fee ·set forth in subparagraphxXN a of para-

.. graph ·.1 ·of· this Ai-ticle, is Three }.lillian 'li\'lO Hundred Fifty:... Three Thousand 
Eight Hundred Ninety-Seven Dollars (,~3,.253,897~00)~ It .is understood that 
neither the GOvernlnent nor the. Contractor guarantees the correctness ·or the 
initial estimate of cost or any revision thereof, and that there shall be rio 
adJustment in the amount of the Contractor's f:ixed fee by reason of any errors 
in the computation of estimated costs or.revised estimated costs, or any dif­
ference between any estimated cost or revisions thereof and the actual· cost 
of the -vror.k ~ 

·.f.- .. ( ) h bl' t d L' this Contract 
. ~~-·-S~ ~~ . from obli:~ti:!~!!~~;~~ a;ail~~~e C~~~:i~~e :~ 0 of1~~r:e ~or 

.·.,,[ ... <·&' ~ · Y~llion Two Hundred Seventy-T\..ro. Thousand. Dollar~ ~$~,272;000.00) . 
l-llth respect to the :p lvork prov1ded for 1n subdlVJ.SlOn a of paragraph l 
of Article I, · and the sum of one million six hundred rlinety-nine thousand 
one hundred fifty.:.,three dollars ($1,699,153) with respect to v10rk provided 
for in supdivision b, c, and d of paragraph 1 of Article +X I. Each· of 

/i,\
1
.J ··'.· l( s~id amolints may. be increased ·by the Commission in its discretion, by 

frVt1l Wr.itten notic~, from time to tL~e. 
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(2) From time to-time t~e Commission may notify the 
Contractor in 1vriting ( v!hich writing may· or may not be captioned 
"Financial Planstt) of certain dollar ceilings to be applicable to 
all or various specified segments of the Contracpor's activities 
under this Contract. Do-vmward adjustments of dollar ceilings . 
previously authorized under this subdivision ( 2) shall be proptly tJ1 C-
implemented by the Contractor; provided, however, that neither this 
provision nor subdivision (4) below shall preclude the Contractor 

. from being ·compensated· for. wor~ perforined and related to Contra.ctor 
costs and expenses incurred and commitments made, in good :faith, 
in accordance vdth the previous notifications under this sub­
division (2) and prior to its··receipt and subsequent notification 
effecting the dov-mward adjustments •. 

(3) The Contractor shall promptly notify the Com­
mission in writing \·ihenever ·it believes that any then monetary 
ceiling applicable pursuP,nt to (l) or (2) above is .nnsufficient, 
arid ifs notice shall contain its reasons for its belief and it s.l 
estimate of .such· insu;ffic(iency. {. 

- 1 ··{{; ;t_ 
. I 

(4) If and when the total aril.ou.nts paid arid then 
payable under this Contract· to the Contractor excluding any fixed 
:fee or fees, but including the Co"ntra~tor' s rea~onable estimate of 
the. total reimbursable costs involved in closing out a.p:d settling 
(all of its pertinent outstanding commitments)· shall equal any then 
dollar limitation applicable to subdivision (.2).above, the Contractor. 
shall promptly notify the Conunission accordiriglyin writing_ and shall 
not incur any further expenses nor perform. further in connect;ion with · 
the item or ltems C·"JVered by th~ ceill~gs unless it receives a further 
written notice under said subdivi"sion ~}'fhich increases said ceilir>,.gs. -(5) I{ and when the total o"f mnourits paid and then· 
payable under this ·contract ·to the Contractor (including the portion 
of the pertinent fee or fees rea$oriably esthaated by the Contractor to 
have ·been earned to .that. time·, .and includin...g the Contractor's. reaponaqle 
esti.uate of the total all()wable ·costs involved tn closing out and 
.settling all of its pertinent outstanding -~omm:i,tinents) shall equal any 
~hen do1lar l:iF.itation applicable pursuant to subdivision (l) above, . 
the Contractor shall promptly notify the· Cormriission accordingly. in 
-vrriting and shall not incur any further expenses rior perform further 
in conn9ction ·vrith the >'fork covered by· the ceiling unless it receives 

•. the further notice under said subdivision (l) above ,..,..hich increases· 
said ceiling. 

(6) Subject to the prov1s1on in subdivi$ion (2) above:,. ,~ 
the total liability of the Government under this .Contract .shall accord \\. 
with the pertinent monetary ceilings as established from tirr.e to. time '·1 

pursuant to subdivision (2) above. 

_ _/" 
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(7) Except as set forth in Articief'Jff:fr, the liability 
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of· the Q.qyer,nmenS~ be limited to the Commission obligation spE?cified 
-in~~ , s may be increased by the- Corrunission by notice 
to the Contractor in writing. 

ARTICLE V - GOVERN11ENT PROPERTY 

1. (See original corttract) 
a. (See original-contract) b. (See original contract). -

2. (See Original contract) 

3. (" II If ) 

J+·. (" " " ) 

·5. (rt II I! ) 

6~ (n " It ) 

7 ·- . (It II tf ) I 
s~ (n tl . n- ) 

9~ ( H- If It ) 

10. (:t ft II ) 

a. (See or:i,ginal ·contract) · 

' o. n n tl 

c. 1T If It 

-d. -It 1t tt 

_.-h1l.TICLE Ill OPTION IN THE GOVEJ:l.NNm-IT----

· (See original : contrC!-ct) 
·,_ 

ARTICLE VII - PATENTS 

l. ~lhenever- any invention or discovery is made or conceived ·by· 
the Cont_ractor or. its employees in the- course of any of the work Wlder 
this contract, the Contractor shall furnish the- Canmd.ssioh "nth com-
plete information-thereon; and the Commission shall have the sole 
poHer to deterr:tine vffiether or riot and where a patent application shall 
be· filed, and to determine the disposition of tre title and rights 
under any application or pp.tent that may result;. provided, hwwever, 
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that the Contractor, in any event:, shall retain at least a non­
e:x;clusive, irrevocable, royalty-free license under said invention, 
discovery, application, or patent, such license being limited to the 
manufacture, use, and sale for purposes other than use in·the production 
or utilization of.special nuclear material.or atomic energy. Subject to 

·the license retained by the Contractor, as provided in this Article, 
the judgment o.f the Commission on these matters shall be accepted as 
final; and the Contracto~ for itself and for its employees, agrees 
that the inventor or inventors vlill execute all docum~nt s and ·do all 
~ things necessary or proper to ca~ry out th~he 
Commission. . · · · -·-

2~ No claim for pecuniary· m'fard or compensation under the 
provisions of the Atomic Energy· Acts of 1946 and .1954 shall be asserted· 

_by the.Contractor or its employees with respect to: any invention or discovery 
made or .conceived in the-course of any of the work Urider this contract. 

3. Except as otherviise auti:toriz.ed in writing by the 
Coriunission, the Contractor •·rill obtain _p~tent ~gre_ements to effectua-ve 
the. purposes of paragraphs 1 a.nd 2 of th1s. ArtJ..cle from all persons .j 
HhO perf,)rm any part Of the work ·under this contract, e:x;cept such 
cier:ical and man1,1al labor personp.el as \'fill not have access to 
technical data. · 

4. Except as otherwise · authqrized in ~rriting by the 
C01:111iission, the Contractor •·d_ll insert in all subcontracts provisions 
r:-uiking this Article applicable to the subcontractor and .its employees. 

5. The Contractor shali grant to the G0vern1nent, to practice 
or have practiced,. an irreYocable, non:...exclusive license in and to any 
inventions ("'nether patented or not), secret processes, technical 
infor!nation and techniques of pr:oduct.ion, .res'3o.rch ariel. plant operation, 
Hhich arA nirectl'y utilized by the Contractor in the performance of the t.;ork 
of :this contract •. Such license shall apply to the ·mariU.facture, ;use 
and dispositioh.of any·article· and material and to the use of any 
:r.,ethoq. or proces:s:~· Such license shall be li.Jnited t::). governmental 
purposes re.lated to (i) production of special nuclea.r material, .(ii) . 
utilization of. special nUclear mat·erial, and (iii) utilization of atoi!liC 
energ,:r; provided, hoviever, that the foregoing shall not li:iP.it the 
Govern1nent' s right to se],.l, or cause to be sold, all products or by­
products not u.sed by or .for the Govero.ment Nhich result or ·remain 
from the use of· any invention, process, information or technique to 

HERS -.;1hich such license applies. (SEE PAGE lQ-a) rt?~~- ~ HERE 

·&llTI CLE VIII ...; RECORDs· AND ACCOUNTS 

1. (See original contract) 

2. (" ft II ) 

3 3. (tr n rt ) 
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ARTICLE-VII- PATENTS (Continued) 

~ 6. ·. Th~ Contractor agrees to indemnify the ~vernment, its 
officers, agents, servants and employees against liability (including 
oosts and expenses incurred) arising from infringement or alleged 
infringement of any United States Letters Patent (not including liability,· 
arising pursuant; to Section 183, Title 35, 0-952) U. S. Code, prior to 
the issuance of Letters P·atent) occurring in the performance of this 
contract or arising by reason of the use of disposal by or for the 
account of the GOvernment of items manufactured or supplied under this 
oontract, except, however, infringement necessarily resulting from the 
Contractor's compliance with written specifications.or provisions for.other 
than standard part.s or components manufactured or supplied by the Contractor 
or resulting from specific written instructions given·by.the Commission 

·for the purpose of directing a manner of performance of the contract not 
norrrially utilized by the Contractor, provided that in the event of suit 
or claim for patent infringement, the Contractor shall be promptly notified 
and given full opportunity to partiCipate in the defense against such 
suit or claim~ · . l 
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ARTICLE- IX - PROCUREHENT AND SUBCONTRACTS 

1. (See orig inal contract) 

a. (See original contract) 

Q. (tr rr- It ) 

c. ( tt It It ) 

2. (See original contract) 

It It ) 

ARTICLE X - CONDUCT OF THE FORK, INSPECTION JJIJD .REPORTS 

1. (see original c.:mtract) 

2. (" !1 !T ) 

3. (:t 1l .. y 
I 

'--1-. (It H .. ) 

- ARTICLE XI - CONSTRPGTION, .tlLTFRaTION OR REPAIR ~;ORK 

l. (See original coot rd.ct) 

) 

a. (See original contract) 

b. {See original contract) 

-c. ('' ,)ee _ori?-;inal contract) 

d. (n l~ iT ) 

e. (rt 71 H ) 

f. (It II n ' ) 

g~ (rt !! II ) 

ARTICLE XII - EIGHT-HOUR LA~I 

(See original contract) 

ARTICLE XIII - DISCLOSURE -OF INFORYiATION 

I 
-1 

l. Contractor's Duty to Safeguard Restricted Data. In _ 
the performance of the l<IOrk tmder this contract the Contractor shall~ 
in accordance ~~th the Corr~~ssion's ~ecurity regulations and requirements, 



l 
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be responsible for safeguarding Restricted Data and other. classified matter 
-and protecting against sabotage, espionage, loss and theft, the classified 
documents, materials, equipment, processes, etc., as well as other such . 
material of high intrinsic or strategic value as may be- in the Contractor's 

· possession in connection with performance of work under the contract~ 

2 •. Regulations. The· contractor agrees to conform to all security 
regulations and requirements of the Conunission. 

J. Definition of Restricted Data. The term ''Restricted Data" 
as used .in this Article, means all data concerning (i) design, maimfacture,. 
or utilization of atomic weapons; (2) the production of special nuClear 
material, . or (3} the use of special nuclear material in the production of 
energy, but it shall not include data declassified or removed fro~stricted 

!data catagory _.pursuant to Section 142. pf the .Atoinic Energy Act of l9S4· . · 

4. Security Clearance of Personnel. Except as the ColliTillssion 
may authorize, in accordance ~lith the Atonuc Energy Act of 1946, as amended, 
including the Atomic Energy itct of 1954, the Contractor sh~ll not J}Brmit · 
any individual to have access to Restricted Data until the designa,jfed 
investigating agenc;r shall have made ari investigation and report to· the 
Commission on the character, associations, and loyalty of such individual 
and the Commission shall have deterrnined that permitting such person to' 

. to have access to Restricted Data will not endanger the corr,mon defense or security. 
As used in this paragraph the terin f1desigr.ated investigating agency" means 
the United Stated Civil Service Commission or the Federal Bureau of 
Investigation, or '8oth, as :J.etermined.pursuant to the provisions of the 
Atomic Energy Act of 1946, as arnended, including the .Atomic Energy' Act· 
of 195L~. 

5. Criminal Liability. It is understood that di.sclosure o.f 
·information relating to the Nork or services ordered'hereunder to any 
persqn not entitled to receive it' or failure· to safeguard any restricted 
data. or any 11top secret if, ffSecretn' or "cbnfidential1t .matte~ that !liay 
come· to the Contractor or any person under the Contractor'.s ·control in 
connection with i-rork under this contract, any subject the Contractor, its 
agents, employees, or subcontractors to criminal liability under.the laws 
of the United. 3tates. (See the Aton>.ic Energy Act o:f. 1946, 60 Stat. 755, 
as amended, including the .1\.toruc.:Snergy :ltct of 1954, Public Law 70 3, 
83rd Congress, 2nd Session; Title 42, U.S.C. Sec. 1801 et. seq. See also 
Title lB, U.S.C. ·sec 791.:..791 and Executive Order 10104 of February l, 1950, 
15 F .R. 597. . . 

t. Subcontracts and Purchase Orders. "Except as otherwise 
. authorized in writing by the Contracting Officer, th.e Contractor shall 
insett provlslons similar to the foregoing in all subcontracts and purchase 
orders under this contract. 
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ARTICLE XIV ~ DISPUTES 

Exceptlas otherW-ise specifically provided in.this·contract, any 
dispute concerni.~g a question of fact arising under or in connection vdth 
this contract shall be submitted in writing to and shall be de(.!ided by the 
Hanager of the Commission's Savannah River Operations Office, or his duly 
authorized representative, who shall reduce his deCision to writing and mail 
a copy of said decision·to the Contractor; said decision shall be final and 
conclusive on the parties hereto, subject to the .right o:f the Contractor 
to appeal, as provided for in the sentence next following. Within.thirty 
days from the mailing of said decision, the Contrac~or may appeal, in v.rriting, 
to the. Commission, \.ffiOse written decision thereon, or that of its duiy 
authorized representative, representatives, or Board (but not including the 
Commission representative mentioned i1,1 the first sentence d:t this Article), 

. duly authorized ·to det·ermine subh an appeal,. shall be final and conclusive 
on the par~ies hereto, ·unless such decision is detemined ·by a court of 
competent jurisdiction to have been frauduient, capricious or arbitrary or so 
grossly erroneous as necessarily to imply bad faith, or. not to be s~ported 
by substantial evidence. In the meantime, the Contractor shall dill ently 
proceed with the 1:10rk unless other,..,rise directed by the Contracting . ·fficer. 

ARTICLE YJT - SECURITY ACTION (See. original contract) 

ARTICLE X\~ - SCIENTIFIC ~~D TECHNICAL DATA (See original contract) 

iu"C?.TICLE :X:VTI - SOURCE iLN"D FISSIONABL"E MATERIALS (See original contract) 

ARTICLE :X:VTII - GUARD AND FIRE FIGHTiNG FORCES . (See original contr<3:ct) 

ARTTCLE XIX - BONDS AND INSURANCE 
... 

l. (See original contract) 

2. (II 11. ) 

ARTICLE XX STATE .AND LOCAL TAXES 1lND FEES (See original contract)· 

ARTICLE XXI ~ NON-DISCRIMINATION TN EHPLOYMENT ·(See . original contract) 

ARTICLE XXII- TECHNICAL AND-PROFESSIONAL ASSISTANCE (See original 

ARTICLE XXIII - ASSIGNHENT (See original contract) 

.ARTICLEXXIV- LABOR DISPUTES (See original -contract) 

contract) 

ARTICLE XJ:Y! -. COV'~N.iL"N"T AGAINST CONTINGENT FEES (See original contract) 

ARTICLE XXVI - CO!\TVICT LABOR (See originaili. contract) 

ARTICLE XXVII - vJALSH-HEALEY ACT (See. original contract) 
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ARTICLE XXVIII - DOHESTIC ARTICLES 

1. (See original contract) 

2. (It n If ) 

AR!ICLE XXIX - OFFICIALS NOT TO BENEFIT (See original contract) 

ARTICLE. XXX - RENEGOTIATION (See original contract) 

1. (See original contract) 

2· (" -n II ) 

ARTICLE XXXI - SAFETY AND ACCIDENT PR.EVl!."'NTION (See original contract) 

:ARTICLE XY..xii - COHPLIJ\NCE -HITH LAWS -(See original contract) 

ARTICLE XXXIII - APPENDIX -"A" (See. original -contra~t) . 

ARTICLE :X:X.TIV - EXillHN ATI ON OF RECORDS 

f 
-I 

l. The Contractor agrees: that the Comptroller Gener-al of the 
United States or a!'ly of his dul:y- authorized representatives shall have access 
to and the right to exainine a."ly directly pertinent ~oaks, documents, papers, 
and· records of the Contractor involving transactions related to this Contract 
until ;the e:ipiration of three (3) years after final payment under this Contract 
linless the Commission authorizes their prior d,isposition. 

_ 2. The Contra~tor further agrees -t<? include_ in all -subcontra~ts 
hereunder a· provision :to the effect that the subcont:ractor agrees that. the -­
Comptroiler C'.>€neral of the United. States or any of'/finfy authorized representatives 
'shall have access to and the -right to exal-r.ine any directly- pertinent books, 
documents, papers, and records of such subcontractor involv:ing transactions -
'related to the subcontract until- the ei.-piration 'f)f three (3} years after_ final._­
-payment under the subcontract. Theterrn subcontract .as-used herein means 
any purchase order or agreer:~ent to perfol')IJ_ all or any part . of the \..rork or 
to make or furnish any materials required for the. performance of this·Contract, 
but does not include (i) purchase orders not exceeding One Thousand Dollars (~1~000. 
(ii) suboontraCts or purchase ol;'dars for public utility services at rates . 
established for uniforn applicability to the general public,· or (iii) subc·ontracts 
or purchase orders af for general· inventory items not specifically identif-iable 
-vd_th the work under this Contract. 

3. N0thing in thi~ Contract shall be deemed _-to preclude an audit 
by the General .Accounting Office ·0f any transaction under this- Contract. 

AtllTICLE XX:XIT - CLAIMS lli~D LitiGATIONS 

l. (See original contract) 
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2. (See original contract) 

3. (It 

4- (" 

5. (If 

If 

It 

fJ 

It 

If 

) 

) 

) 

ARTICLE XXXVI - LETTER CONTRACT NO. ATP0-1)-1293 (See original contract) 

ARTICLE XXJCllii ·- CONTRACT APPROVAL (See original contract) 

ARTICLE XXXVIII·~ DEFINITIONS (See original contract) 

1~ (See original contract) 

2. (II ) 

ARTICLE XXXIX - INSPECTION AND ACCEPTMfCE t 
J 

Final inspection and acceptance by the Commission of all uraniwn 
alloy slugs, canned 'oy the Contractor pursuant to subdivision d of paragraph l 
of Article. I, shall be perform~eci· by E. I. du Pont de Nemours and Company as 
the·Co:rmnissionts authorized representative, at the Commission's Savan.nah 
River Plant .• 

ARTICLS XL - CHANGES 
.~·.<t 

(a) · Changes and Adjustment of Fee. The Cor>.tracting Officer may 
at any time· and. without n·::>tice to the s'lireties, if any,· issu.e v~ritten 

. direction reqpiring addition.s to the v-rork covered by this contract or direGting 
the omission of ar variati>Jns in such vrork. If any such direction results in 
a material increase or Q_ec~ease in the scope of the .work described .in article I, 

.pa,ragraph 1,. subdiVision c and. d, an equitable adjustment of the fixed fee shall 
be agreed upon by the parties and the· .contract shall be modified accordingly in 
writing •. · Any. claim by. the Contractor for @,"adjustment under this Article must 
be asserted· 'in writing within thirty (30) days from the date of receipt by the 
Contractor .of the notification of change tinless the Contracting Officer grants 
a filrther ·period of. tirne. A failure to agree c:m an equitable adjus1tment under 
thi.s Article shall be deerr,ed to be a dispute within the meaning of the Article 

·entitled "Dis].hutes~" 

·(b) 'iJork to Continue. Nothing contained in this Article shall 
excuse the ,contractorfro:rn. proceeding With the prosecution of the work in 
accordance with.the requirements of any direction hereUhder. 

. )uMJ.. 't · ARTICLS XLI - Ir.fD:!:'1·1NITY 

. Nohtithstanding any other proVls1on of this ca'ntract, it is agreed 
that the Contractor. shall not· be liable for, and the Commission shall, subje?t . 
to the availability_ of f~ds, indeiTLYlify ~d. hal~ tl].e Contractor. har~l~ss aga1nst

1 ~ny. loss,. expensel1nclud1ng expense of lit1gat1on~ or dama~e (~n:lud1ng pers~~:ed 
injury, disease, or death of persons, or damage to property) ~r1s1ng out of, . 
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. oh or caused by the· radioactivity or fission or b-oth of radioactive materials, 
products or by-products therefrom that may be involved in the performance of 
the wprk under this agreement. This obligation of the Commission shall apply 
~only in those. instances where the loss, expense or damage is not due to or 
caused by, in whole or -in part, the negligence or bad faith on the part of any 
officer of the Contractor, or on the part of any representative. or employee 
of the Contractor having direction or slipervisidn of the whole or any part 
of the work undertaken by the Contractor hereunder, nor for wilful or negligent 
failure to follow procedures and standards approved and transmitted to the 
Contractor by the Commission for the handling and use of radioactive materials 
on the part of any of the aforementioned officers; further the obligation of 
the Commission shall apply only to the extent that the Contractor _is not protected ! 

and made whole by insurance, it ·being understood that this obligation shall not · 
· _ be operative or applicable if, and to the extent, the <l:bntractor is covered by 

insurance in respect of any such loss, expenses· or da.'1lage and is not made whole 
thereby because of some breach by the Contractor of the terms or conditions 
of the insurance. · 

. ' 
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DOCUJ·fENT NO. 

SR-846 Decembar·lO, 1951 ~ 1/12,A 

SR-%5 ·January 25, 1952- l/12,A 

SR-34h Narch 1h, 1952 - 1,/10 ,A 

SR-843 April 9, 1952 - 1/lO;A 

~-R-8142 May 15, 1952 -. l/10,A 

SR-1341 June 26, · 1952 - 1/li, A . 

SR-~40 August 11, i952 - 1/11, A. 

SR-339 September 30, 1952 - l/12, A · 

sR-83~ October_ Jl; 1952 - l/11, A 

SR-537 November 30, 1952 ..,. l/1:1·, A 

·sR.,.-~·36 Janua r;r lJ, 1953 - 1/ll, A 

· SR-848 Pecember lb, 1951 - 1/8, A 

· SR-8h7 December 7, 1953 - 1/7, A 

r 
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.Geat.Fact 

Original 

Modification l 

Modification 2 

Modification 3 · 

Modification 4 

-Modification 5 

Modification·6 

Modification 7 

Hodification 8 

mNI '1 

) 
I 

\.<;-- . I -

-SYLVANIA ELECTRIC PRODUCTS, INC.' 
PRIME CONTRACT .AT(30-l)-1293-

Operating Costs & 
Plant & Equipment Fixed Fee 

$ 3,133,897 $ 120,000 

736,103 No Change 

No Change No Change 

No Change No Change 

No Change No Change 

_229,850 52,150 

No Change No Change 

9~, 500: No Change 

262,1±$3-. 37,190 

if. ;p 'lr,761,813 . 209,340" 
1 qso, 7 2:.r-_ 31/, "()). f' ' 

(,, '1-t "l. ,- & _D If· i~3 3'-9 
I 

\ 
Total 
Obligation 

. $ 3' 2 53, 897 . -

3,990,000 

3,990,000 

3,990;000 

3,990,-000. 

4,-272,000 

. 4,272,00Q 

. 4,371, 500 

l 42 971! 15,2 . I --
4, 971,153 . 
:;a)cf9V '!E@ t .f()i- ~ 7 ~-
I I -

Stoo'lARY OF l\TYOO AND SROO OBLIGATIONS UNDER .THIS CONTRACT 

Operating Costs & 
P±aRt~ Equipment 

$ 66i,963(l) 

$ 4, 761,_ 813 

NYOO 
(Including original contract,Hodifications 1 thru·6) 

Fixed Fee 

172,150 

SROO 
(Includes lliodifi cations 7 & 8) 

37;190 ~ 

Commission Obligation 
-Under The Contract 

209;340 

_ Total Obligat1on 

4,272,000 v-' 

- 699' 153( 2) 

4,971,153 

(l) Included iri this ·fig-Ure _is an estimated $30~000 for plant and equipment. 

(:2!)' An estimated arn.ount of $50,000 for 8ommission furnished. material is not included . 
in amount obligated under the contract. 
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• a. z aCta 
This document consists of _I_ poges 

No. _\_of 2_ Copies, Series _j__ 
UNCLASSIFIED 

Dr. t-:al ter E. Kings ton 
General Manager 
Atomic Energy Division 

December 17, 1954 

Sylvania Elect~ic Products, Inc. 
P. 0. Box 59 
Bayside, Long Island, N. Y. 

Dear Dr. Kingston: 

SR-TM-2043 

~ith reference to Contract AT()O-l)-1293, I would be pleased 
to receive by January 3, 1955, a f~rmal proposal for its 
modification covering the pressure bond canning of a cumu­
lative total of 335,000 LMF and 1188" metal slugs through 
F. Y. 1956. For purposes of preparing the prnposal, it may 
oe assumed that dimensions and quality will be essentially 
as now·specified, and that the Commission will continue to 
furnish the components now so supplied. The quantitative 
distribution between the two types will be approximately in 
the ratio of one LMF slug to 1.2 1188 11 slugs. 

As an alternative, the design and construction of the semi­
automatic canning machine proposed in Sylvania document 
DCF-4987 of June 17, 1954, should be included, together with 
associated production and cost schedules. It may be desirable 
for du Pont personnel to participate with you in the preliminary 
evaluation of proposed design of this automatic canning eauip­
ment. We will appreciate your·continued cooperation in making 
the necessary information available to them as required. 

I wish to express.my .sincere appreciation to you and to your 
organization for the effort and ingenuity expended in the recent 
successful crash canning program of 1188 11 :netal. The on-schedule 
completion was parti<;ularly significant in view of .the unex·pected 
techni~_a·~ :dHfic'!!ities .encountered. 

R. C. Blair 
Deputy Manager 

~ Cy 18 - G. W. Edwards/,T. V. Vinciguerra 

UNCLASSIFIED •••••• 57 T T'TH . ·z 

USDOE 017 422 
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G~OREl 

UNCLASSIFIED -.J... __ pug~~ 

·'h. - ~- o~· -- -'~ :_··: -.-.;, s.:;.ies f} 

Dr. Val 'tel- a. ~Saptce 
Genenl.M ...... 
A.tali.o Eaezrit J)Jria!OG 

JUN 3 0 1955' 

litTlVIU1ia la.eotl:rlo Procmata.- 1M. 
Bqaide, .... rOI'II 

Dear Dl'. l:J.Dp\ona 

£.8 I"8Ce11t.'1.T dUcueod ~ ~Wtr oL Otll' lftat't•, 
IIOd1lioaUou i.ll_ the SROO pz o&sotklll J4'0CN1 . .u. it ..,..ll&l'T 
to ~ l.....uata dlanpc i:a taa. eoepe ot WDrK w be peroo 
fONell ~ Ccmtne"' U()O-l.)..U,. ~. UO.. i8 to 
DO\U7'" .. u. poD~- ot .... Wale Ull' ~ u -
1a eJ.'HII ot Jle.OOI Jd••••• aK.• ,__..._~ t• tiiU 
aatlrial ~. ~ .......... er--a .......... 
VMt 11 ••.••• - ... w.te u.. ~tor the 
produ\ioll ot a:q ad41Uovl JU alap. 

S51dlarJ7, 'to--......._, 'W'tiftM tMt tM pro411etla ot uetp­
tabla ~ a1.111tJ ...... la ••••• ot u.oeo pieou, ad our 
to\al • • • ~ ,_. tide ..-.u.t bU 'bea nlha1111· to 
JG,OOO pie••• ~. elM _.. et .n S. ob ..... ao .. 
to c1a1ete t1ae ~ tor tM -~ ot tm1r1a 111.-ap 
11a ..... fd a wtQ or .JO,OGO p1 n••· 
n u "' .. w tbat. 70W PI ••••1 owerill *- ........ 1a 
aees- of .wit ..... Cod!.n d~)-llfJ be Nm."-4 t. t.ld.a otftee. Nt.7 u, uss ....... rial. llllnU • .,. u.o IIOtin.­
od!A s.a ..,_ ••••~ ~ ._ JS,oao p1aoea orip•n7 
~ ,.... pnJt1114 .. ~, ' ' la - tppl.lulal• to \be 
...... ..,. ot ............. --"'lr ~ ... .tuDd-
fAI ...,liM, -- ot ~ - b.-d at oa.,p1e\1aD of 
110ft, 1\aAtq ..n .,. ... ,.... .-taal 4UJipM!tiGD ot t.M 
Bl~ pzorwto: u ,.. ..,. •11 n, ... the •nral otber 
~ CONIM b tld.l J.nW. 

RIVER PE(] ASSIFJC.\DON IU!)'IBW 

Detennin;~tir.n <Cirele Number) 
I. CL!5.!>i!lc •tit•!t Unct.Mged 
2. Cf,\Ssilk:·;;,,, changed to; 

Cfcluslflcallon CaDdied: 
. Otber:CG·NMP-) ~-dO 

UNCLASSIFIED ~E~~-~~ 

~-~.~.~~ ............... ,._."""'"\ ~~"~!1 

... ::. ·.- ;_ . ·_- ; .\ 

~ 
·-n· .· . 

::::~ ·- * 
- J "'·- ··-

USDOE 017003 



./f: JJEOK2f. -·· JUN 3 0 1959 · 

Ia addl\tea, .sll 7ft plMH iall ... 1a JOV p.,Mal tM ..U..W 
IICtN t.P the ~.,_..u.oa ot SOO DriiUJ ~ ._... tor JlaDtoft 
.. rotuao11l b tcr. IOI'I'ia'letter· ol Wq II ~ D. lhrpe, ~ 
latorcl ~ Otn.a.. ,.._.. p:ropotaa\.1 IM1IU vover 1mb the 
~\ aDil opN"&Uou .. u..ate aD4 ....U. M I[CIIOie4 u peri ol 
~ to\a1 ~ •• , ri.tll -b • ......,.. ~-

~,..to t.u proponl (~t.er lenU \e llail" hM lT, 19SS) 
nfennd.Jag the e'\eb.1.Dc ol ~ ldua:-' t.b1a wUl authOriSe rw 
to pl'ooee4 111.\A tbia prooen. 'fM JWUZIII'J 00~ ...... 

. act. 'dl.l ~ ...S. .. a part ot tb larpr ..._.. Nhl.Uq trc. . 
ut.1cm1t ""~ 1a u.. '""''•c ~ o1 ta1.8 ld\ft~ 

rn an &H\II'W4 ~ \M &bon ......W. ••••• 1a tM t.boriD 
a1li - al.q ..., ...... .,. ....a..n - - ...u.a ~- ol 
.,._ ~won tu • w ..-. • .. 4iftn natlu ot 
pwpa tbMau. 

DistrilnttioiU 

&.-•• 11.* 
Ml-

Cya. li &c 21 - Addreu" 
l.t - H. L. Xlllnau 
4A - W •. H. Slaton 
J.A. .. J. V • V i.Dcigurra 
M -A. X. Cokar 
7A .. Hgra. Fil..e 
8.1 - Matla Br. File 
9A - • 1 Cbrcn 111• 

lOA, lll, 12!. - T&P Rdg F~.~:·•_IGf;,: t .. 
. • ·" ~ ; # --: ?' ,_, r 

11 . • 'c. _J (". 

'' ~- >t· ·-:._ 'o '1"-
lfl( ':-. r·· ,_ 
. I i-1 r. . ;"'-- .. --

-.: ''9 ·. ,;. 'I Jt! :...: 

USDOE 017004 
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Responsive Record 1 

Modification No. 10 · -
·supplemental Agreement to 
Contract No. AT(30~1)~1293 

Modification No. 10 

CCNTRACTOR: 

SUPPLEMENTAL AGREi!:MENT. TO: 

Sylvania Electric Products,- Inc·. 
Bayside, Long Island, _New York 

Revise_ the scope of work, change the 
terni of the contract, and amend the 
fee -~yment provision 

Total 
- Porti~n Applic~~-i to Sav~ah 

River operations Office· 

Previous Direct cost· $6,212,-608 · $2,112,758 

765,114 .. 

$1,347;_644 

This Modification (decrease) 765,11!! 

New Direct Cost $5,447 ,·494. 

Previous Fixed Fee $ 293-,368 

This Modification (decrease') _ 211146 
~ 

NewFixed Fee $ 236,222 

Total Obligated 
as of July 1; 1955 $5~683,716 

------- ·-._ ~ 

l 

$ ~21,218 . 
51.146 

. $ -Q4,072 . 

. -

$1,411,716. 

l(~~ 1'2 

-~-

SROO Response to 
FOrA (SR) - 04-028 

\ 
... L· 
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Modification No. 10 
. Sl;lppleme·ntal Agreement- to 
'l(p Contract No •. ~T(JO-l)-1293 

. THIS SUPPLEMENTAL AGREEMENT, effective as of 12:01 A.M., July 1, 
· 1955, except as otherwi_se specifically expressed herein, by and between the 

United S~atee~.of Ainerica (hereinaft.:~r referred to as the Government), :as· · 
represent-ed by'·the United States Atomic Energy Conuniesion (hereinafter·-·- · 
referred to ae the Commission), and Sy~vania Electric Products, Inc. (herein-
after ~!erred to as the Contractor); · · · 

WITNESSETH THAT: 

. . WHEREAS, the Goverimi.ent. and the Contractor, as of the ·lOth day · 
·of December 1951, entered into Contract No. AT(30-i)~l293 for the perform~ 

· ance by the Contractor of .certain research a,nd· development work; and 

WHEREAS, the parties desire -to modify aaid Contract, as·hereto­
fore modi!ied, as hereinafter provid~d; and . 

WHEREAS, this supplemental agr~enient is authorized by tie Atomtc 
Energy Act of 1954; 

N(l'l, THEREFORE, Contract No • .AT{30-l)-l293~ as heretofore modified, 
is hereby modified further in the following respects: · 

1. Article I - SCOPE ·oF THE WORK paragraph l e is changed· to 
read as follows: 

"e. Effective Nov.ember 15, 1954, ·the Contractor shall 
proceed with the manufacture, testing, inspection 

. and delivery of metal and allc:>y ·slugs in accordance 
with :·the Contractor' s proposal #2 as contained in · 
l:lis letters of Novembe·r B and November 17, 1954, to 
Hood Worthirigton, E~ t. du Pont de Nemotirs & Company, 
!lie-., and ·as nioQ.ified by the Contractor's proposal · 
DCF- #5527 dated January 11, ~955~ acceptecl' by the 

. Cormnission·' s letter dated January ·14, 1955, fr-om 
Curtis A. Nelson to E. s .. Norris and as further 
modified by the COnunissi-ont s letters of June 30:, · --~-· 
1955, and_ August 5, ·1955~ to Walter E. Kingston, 
and the Contractor's proposal dated August. 13, 1955. 
The aforementioned proposals and letters are made a 
part hereof-by reference." 

2. In paragraph .i .of Artlcle III - TERM; EXPIRATION AND TERMINATION, 
· -"June 30, 1956". is changed to "December 31, -1955"· ' 

3. Subdi vi eion b · of paragraph 1 of Article IV - COOSIDERATI<X-l, 
is changed to read as follows:· · 
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"b. A fixed fee of sixty-four'thousand, ~eventy-two 
dollars ($64,072) with respect to all of the work 
and services provided for.in sUbdivisions c, d, and 
e of paragraph 1 of:Article I as authorized in 
Modification Nos. 7, 81 9 and 10•" 

4• SubdiVision (ii) of paragraph 5 a of Article IV.- CONSIDERATJ;ON, 
is changed tQ read as ·follows:· 

ri(i~.) Payment· of the fixed fee of $64,072 set ~orth in. 
subdivision b of paragraph 1 of this Article Iv·· 
shall be made in monthly installments as follows: 

(a) For the period July 1, 1954, through June 30,. 
1955, 90% of the following monthly fixed fees 
shall become due and payable on the last day of . 
each month as follows: • . . . ., . . 

July through December ~ $3~381 per month 
·January · -:-· $4,525 . 
February through June - $5, 671 per month 

(b) · For the period July 1, 1955, through. 
October 31, ·1955, 90% of a monthly.i'ixe<;i 
fee of $2, 726 .• 50 shall become due and 
~yable· on the-last day of each month. 
During November and December, 1955, no fee 
·shall.be paid.the Contractor under the present 
scope" of work.•• 

· 5. Subdivision 1. (ii) of paragraph 6 b of ~tiel~ IV ~- CONSIDERATION, 
.is changed to read as follows: · · 

"(ii) •$11411,716 with respect to the work p~ovided for in 
·subdivisions c, d and e of paragr,aph 1 of Article I." 



·.· .• 

. ' 

- 3 -

IN WITNESS WHEREOF, the parties have executed this sU.pplemental 
agreement. · 

Witnesses as to signature of 

·~·;t~~ 
·.~4~ 
~·~· 
.·/(j~~. 

UNITED STATES OF AMERICA 

. · . Tit -"" 
United States Atonrl.c Energy Commission 

Date ([2d. 1,7. ·1,7J-J-

SYLVANIA ELECTRIC PRO~CTS,~NC. 

.By L ·. . 

I, ~ J:n Jj)w-;~GJ , certify that I am the ~-~ 
-=------.,.... of the corporation named as ·contractor herein; that 

·~ - f. . ~i:_ · . who signed this modification on behalf of. the 

.contractor· was .the~~ , tit;;;;,· 4flv,f said corPoration; 

that said mod..ification was duly signed for and on behalf' of said corporation 

by authority of its governing body and is within the scope of its corporate' 

powers. 

IN WITNESS WHEREOF, I have hereunto ~ffixed my hand and seal 

of said corporation. 

(Corpor-ate Seal) 
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l ti vi ty 
'-- No. 

2421 

{ \ .... , 

2310 

2704 

0 
~ 2540 

~· 
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c 
(J) 

'\ 
I. 

'\ 0 
0 
m 

\ 

0 ..... 
~ 
..f:>,. 
(J) 
co 

\ 

Thorium 
Operating Costs 
Fixed Fee 
Deferred Costs 

Total Thorium 

H. F. 
---operating Costs 

Fixed Fee 
Total H. F. 

Hanford 500 
Operating Costs 
Fixed Fee 

Total 500 

Hanford Proposal 
Operating Costs 
Fixed Fee 

Total 

Standby 

Total Operatio08 
Operating Costs 
Fixed Fee 
Deferred Changes 
Standby 

Total Auth. Oper. 
Costs FI-19.56 

~~TR!OTES BAl.A 
1

~tain• Bqr!'"! "''' : ........... I I ...... ". 
' . ' . 

AESlt'M! UNCLASSIFI-ED 
.APPBOVED FY 19.56 FINANCIAL PLAN 

FOR SYLVANIA ELECTRIC PRODUCTS, INC. 
OPERATION OF THE HICKSVILLE PLANT 

OCTOBER, 1955 

· Total 
.FY-1956 

$ 83,866 
5,757 

70,.584 
$160,207 

$ 77,886 
. 4,324· 

$ 82,210 

$ 12,849 
. 685 

$ 13,534 

$ 2,580 
. 140 

$ 2, 720 

$102,705 

$177 ,·181 
.10,906 
·70,.584 

102,70.5 
$)61,376 

Actual Costs 
Thru. August 

$ 67,328 
5,08$ 

70,584 
$142,997 

i 3u,3o7 
2,331 

$ 36,638 

$ -0-
-o­

$ -0-

$ -0-
-0-

$ -o-

$ -0-

$101,63.5 
7,U16 

70,584 
-():-

$179,635 

·.UNCLASSIFIED 
4111Siiiii1SPii'illiill~ 

September 

$ 16,.538 
672 

-0-
$17,210 

s 26,u3o 
1,073 

$ 27,503 

$ -0-
-o­

$ -0-

$ -0-
-0-

$ -0-

$ 13,27.5 

s u2,968 
1,745 
-0-

13,275 
,_ ....... _$ 57,988 

Schedule "A" 

SR-FB-354 

$ -o- $ -o- $ -0-
-o- -0- -0-
-0- -0- -0-

$ -o- s -o- $ -o-

$ 17,149 -0- -0-
920 -0- -o-

$ 18,069 $ -0- $ -o-

s 12,8u9 $ -0- $ -o-
685 -0- -0-

$ 13,534 $ -0- $ -o-

$ 2·,580 $ -0- $ -0-
1uo -0- -o-

$ 2,720 $ -0- $ -0-

$ 17,890 $ 35,790 $ 35,750 

$ 32,578 $ -0- $ -o-
1,1us -0- -0-
-o- -o- -0-

17,890 35,790 35,750 
$ -~~,213 $ 35,790 $ 35,750 

~\Ita::! lllMI!W 

Detzlrminatitl!'l fCirele Number) 
1. Oass!fic.tt~lfl lfncha':fed 
2. Cl.assifJC<\I:;'In ~:hange to: 

~ 
· cyaamti~fion Ciaceled. 

Ot~I"T:Cr.: tJI"'r- ) '· ,,,,. 
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--
Total 

FY-1956 

Other Oper. Fund Requirements 

Decrease in Stores Inventories $(48,501) 
Increase in Working Capital 41,953 

Total Other Fund Req.·· FY-1956 $( 6,548) 

Elant &'EguiEment 

Obligations- FY 1955·- NYOO $ 47,083 
SROO 225,340 

Total $272,423 
Less Co8ts - FY 1955 1962589 
Unli/uidated Obligation:! 6/30/55 75,834 
Cost work H.F. · FY-1956 · · 11,660 
Total Auth. Costs FI-1956 $ 87,494 

Grand Total $4h2,322. 

- 2 

iii I 
Schedule "A" 
(Continued) 

Actual 
Thru Augu:!t SeEtember October November December 

$(12,058) $ -0- $ -0- $(18,443) $(18,000) 
(44,038) -0- -0- 42,991 43,000 

$(56,096) $ -0- $ -0- $ 24,548 $ 25,ooo 

$ 47,079 $ 40,415 $ -o- $ -0- $ -o-

$1.70,618 $ 98,403 $ 52,213 $ 60,338 $60,750 

:' 

iFF 
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CONTIUC!ORs 

SUPPLEHEIITAL AGREEMENT TOt 

Kodi!ication No. ~2 

·Kod1!1cation No. 12 
Supplemtmtal Agreement to 
Contract No. AT()0-1)-129) 

S;ylvania Electric Producte, Inc. 
Ba;yeide, Long Ia1and, Nev fork 

Amend the cientrect to provide tor 
vork !or other Commission o!!ices 
or their coat-tTPO Contractors, b,y 
mell.ll8 0! an 'Appendix •c• Agreement. 

NA.?-1\ :rr 
£.,.::u. 
t>.c..c:.• rf;•.., 4 ,JIJ 3z' - -:;.:7 -~·­
A.t ( '"'""~ f-'....Jr ~;.y. 1::>· .. ; ~~"'" · ~~~t 

1!;;-4·~,1r.~'"(··:·b,~ ·~·~-

SYL000506BJ 
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Modification No. 12 
Supplemental Agreement to 
Contract Jlo • .AT(J0-1)-1293 

TBIS SUPPLEMENTAL AGREEMENT, affective ae o! 12t01 a.m., Jlovamber 1; 1955,. 
bT and between the Uniud States o! America (hereinafter referred to u tbe 
Government), u represented b1 the United Statu ,t.tcaic Energy COIIIIIlinion 
(hereina!~er re!e!;Ted to as the CDIIIIDiiJIIion) 1 &lid S7lT11~~ lUectric Prod:ucta, 
Ino., (herei.na!ter referred to aa the ·contractor) J · · · . ' \ . 

· WHERIU8, the Government and the Contractor, as o! the lOth dq o! Decelll­
bar • 19Sl, entered into Contract. Jlo. AT(Jo-1) ,;129? !Ol;": the per!ormanoe b7 the 
Contractor o! c~rtdn research and denlopaent vo:r:kL ~, 

1 
; 

~ ~. tile ·partie~ desire to iDodi!T -said contract; as hereto!~i:'il_mod1-
!ie4;·· 8:a h"~ra~t.er providedJ a~ .· .... , · ·· 

'WHERtis, thu- supple111ental agreement is authorized b7 the Atomic Energy 
Act of 19~11 • .. 

HCTW, ~ORB, Contract No. AT()o-1)-129.3, as<heretotore modified, ia 
hereby_ modi!ied;_!urther::in the tolloving re~tpecta cml7~ 

1.· ··Paragraph 2 o! ·Article I - SCOPE OF TH! wau:, -is-renumbered. para­
grap!l .3. _The tolloving nev paragraph 2 ie added to ·Article I. 

· ~2. a. The vorlc provided !or ·in paragraph 11 above, ill under tbe 
jurisdiction o!.tbe Commieeion'e Savannah River Operations O!!ice. This 
paragraph 2 1e concerned onl1 vith euch other coat-:t)1>8 vork (it an,-) to be'' 
perform~il"tD the Hicksville plant, whether or· not ot the eame t;rpe or cbar­
acte_r, as provided !or in paragraph 11 above, as ia agreed to by the Con­
tractor and the Commission, ·or·bT the Contractor and a Sponsor (de!inifd ·u ·a 
coat_-t;yp8 ·contractor ot tbe Com.inion) vith tbe written approval o! tlie 
CCIIIJllipaion, by execution of the dOCUDent provided !or in ·Appendix "C"· Ex.; 
capt, to -tb~ extent otherviee epecitically provided for in tbie contract·;·· · 

.• incl'uding the documents provided for in .Appeodix •c•, all o! tbe provisions­
or this contract shall be applicable-with reapeot.to vork under thie para­
graph 2. 

-~.: -·-· :. "b. Except as otherwise authorized b7 t~ COIIIII!iaeion, it "is ··· 
unde~at<?od· that Cc:amission or Sponsor agreeaent. referred to in this pan.• · 
grapn 2 are the onlT vehicles vbareby the Contractor m..,. 'perform vork:·a·li - . 
described 'in a; above_, in the Hicksville plant. · ' 

_ •c. Prior to formal initiation o! an ··J.ppendix- "C" agreement· 
vith a Sponsor or Commission office, the Contractor ahall'notity the COmmia-
111on1s Savannah River Operations O!fice, in writing, o! the .scope o! vorlc · 
and tenns -or the intended agree111ant, 1 · 

"i·· 

f:&EZ'-
1\c.c.or~.-• .., 4 ,JtJ 3z' -"?;1 -or.: 
A.f. C F(.orJ H..J •• ;,\< 1;>-.. Cr-« · '1t~ 

···\llt-~;:,j..,{~ .. ,:Jif'!ii .!;:;_ ~· "-~-~" 

SYL00050664 
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2, Subparagraph c of paragraph 1 o! Article IV- COHSIDERATION,'vhich 
·reade, 

"PaJMent tor allovable costs as hereina!ter provided.•, is red$Sig­
nated subparagraph d o! said paragraph, and the !olloving nev eubparagraph c 
is added to paragraph lr . 

•c. With respect to the vork provided !or in each agreement adding 
work under paragraph 2 of Article I, the Contractor ehall be paid the' reepeo­
tive !ixeq'tee stipulated in said agreement.• 

), Md the !olloving subparagraph to paragraph S o! Article IV .;. COH­
SIDWTIOO t 

i<J!, Payment o! all costs and !ixed !ea under any Appendix •c• agree­
ment eb&J.f: be IIUide to the Contractor by the CCID!Ili:~rlon o!!ioe or Sponaor execut­
ing the aireement in accordance vith the provisions of said agreement.• 

4. Add the i'ollOiling subparagraph to paragraph 6 o! Article IV - coo-·-
SID~TI~Nr . . 

·•e. The above prorlsions o! this paragraph·6 establishing eat±matee 
and obligating !uncle do not include aey vork added under paragraph 2 o! Article 
I. In· coilhection 'With each agreement adding vork under paragraph 2 o! Article 
I, the Comminion in the caae o! a COilll!dedon agreement, and the SpoiUIOr in the 
case of I! "Sponsor agreement, 'Will obligate (it the COJIIIIIission) or allbcate· ("1! 
a Soonsorr in regard to the vork prorlded i'or in the eaid agreement, the swil: 
therein specified. • · · 

5, ~aragraph 1 of .Article VII - PATENTS is amended to read u !bllo"'• 

•l. Whenever any invention or discoTery is made or conceived b7 the 
Contractor' or its employees in the course ot, in connection vith, or ttnder·the 
tel'lllll ot t.Jiis cootract, the Contractor shall furnieh the COII!lission vlth· cQIII­
plete information thereon; and the Commission ehall have the sole pover to·' 
determine !'hether or not and where a patent application shall be filed;·and_to 

, determine the diapodtion o! the title and righta under any applicatibn or 
patent that ma;r result; provided, hovever 1 that vith reapect to such inven• 
tioris or discoveries Made or conceived 1n the course nt, in connection vith, 
or under the terma o! paragraph l of Article I, the Con_t.ractor 1 in aey event, 
shall retain at lease a nonexclusive, irrevocable, ro;ralt;r-!ree li~enae under 
said invention, dhcover;r, application, or patant, such license being l:bli.ted 
to the IIIBOu!acture, use and sale for purposes other than use in the produc­
tion or utilization of special nuclear material or atomic energy. Subject to 
the license retained b;r the Contractor, as provided in tbie Article, the judg­
ment of the Commission on these matters shall be accepted aa !inalJ and the 
Contractor !or itsel! and !or ita employees, agrees that the inventor-or·rn­
ventors will execute all documents and do all things necessary or proper to 
carry out the judgment of the Commission. 

- 2 -
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IN WITNESS lfU!:REOF, the partie a hereto have executed thia Supplemental 
Agreement.,u o! the da7 a.r:rl year tint above vrittenr 

: .... 

:· ·:·· . . :-:-.. •···.~-· ·-·.:: 
/a/ ~Jeiiid.el·K. ·,Brouther5 , 

RYD 5··- Bnnt~·;t;~;':~.:.y~ 
uaarua . . 

.; .. -. . •: •. 

. :~. ~ _ _.·:;' .. i-~ . 

f; -:~ 
. . !,. "·t' 

·.~ ',· 

:;,.· .·. 
..: .. • .. 
~7 ·:. 

UNITED STA'r!S OF AMERIC.l 

S,.t UNITED ST.lml ATCKIC ENERO! COMUSSIO!f 

: ~. 

:i£;·:_;- •• : • . 

.,. ·· . 

--'~ ~:·,, :;:·~f·.:;~.ll:, ;:,;. -~~:. -~ j :~ 
SILV ANIA :ELI!tTJUq~ ~ODOCTS, INg; 

t. B;rt /~( ~: ~: :·H::f:, O~n~~J: M~·ger 
Ti t1e 1 At.ollio·'!Mrgy DiYiaion ·-~ · 

..... _. ·~· ... 

. '.} _W:,:.i::;ll:;::i:::IIIII:;..:F:...;•:....::R:;:U:::.e S~:~:e:.:r'-· __ 

=S;:e;:c:.re:.t::.;III7='----·--·.:-~,:~h; -~~;.por.ation ·n81118d u Contracto~· herein; that !:...fu._ 

certi!;r that .I 8m the .lisa l.t. 

Kingaton · · ... . wl).o sigileci-' this contract on behal! of the Contractor 
Oener&l Manager 1 . . 

Va!f.:.t)l~~-~ J.tOIIIic Energy Div; -.at aaid corporati~n;-.that aaid contract·vaa 

du.i:r.~i_gne~ .. for arid on behalf o! aaid corporation-by authority o! ita-governing 

body and :l,s within.th~ .. scope of its corporate powera. 

i:H WITNESS lr/IIEREOF, I have herenntc affixed b7 hand and ·the. aeal of 

said corporation, 

/a/ William F. ·Rueger 

.... ·.: 
(Corporate Seal) 

' 

~. 
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UNCLASSIFIED 

Flltl November 21, 1955 
THR0 • H. L. nlbum, Direotor, !ecbnical ~ ProductiOD Dhition 

Wiut.on DaTia 1 Deput.7 XaDager, SROO 
Paul J. ltageletoa, Chief, Reaat.or Materia.b Branch 8R-'l'X-287S 
Tecbnie&l &t Produotion D1 Tision 

KK&'l'ING- J.T NYOO U SYLV AHll 

Thi::; dccu:::1e:-.~ con~:;:'.~ ,_- ~----~p<~ges 

SYMBOLt TM1PJH tJ!d 

At a meeting held at NYOO on Novemt-.r 15, 1955, tho following 
were preeent r 

!!!22 
Bill Harria, Industr1&.1 Hygiene 
Cy Braiden, AoeQ\1Jit.abillt7 
Bob Kirkman, Securit7 
Pete Murph)-', Seourit~ 
Joe Cll.rk, Deput.7 Manacer * 
Warren Dormel..ly, Coat rae\ a 
Kerr1l ti.aenbui' Jf&naav ** 

SROO 
Lawrence ~LoY, Seeurit.y 
J. V. Vinc~orra, AdminietratiTe 
N. J. Donahue, 'fe ctmical · 
Paul J. Rage1ston, Technical 

* preMD\ &11. but. fir.t ten minute• ot mMtinc 
** ut. il'l tor last hw lllinutes or meeting te hear l'lmlll'lU'7 

I lnllliUl"i&N the SROO poai.Uoa on Hicknille, namely tha\ w teel that. 
it mould bo eolel.T an SROO raoilltT am that &11 "outside work• done 
there in the Mve ahould be pl&ced under &n Appendix C arrangement 
under Contraot 129). Th1a propoaal. vall not. epooitical..q tied in with 
the Clurrent problJa on \J-235 at H1cki'Tille but. it became quite nident 
that ttw tie 1n •• there J liUc:h ot the ensuing dilouaaion therefore 
centered -on the U·235 problem.. Prior to Joe Clark' a .nt.~Cl8 1nt.o the 
...tUg I wa• a~ why RlOO ahould not take over- H1ckn11le ao tbat it 
wulcl haw reiPOUibUJ.t7 tor all STlftllia work. I .pointed out that 
BROO cou1.4ere Hlokadlle to be a part of it1 tundaunt&l ·production 
ohain atri~ ·.-parable, to"t' aample, to the 300 Area at 8BP~ I 
atpbaai.sed \ba\ .o loq. u tbil oondit1on perailta our poa1ti.on td.ll be 
tbat we ~ tv:m "el' .... 'J)OUibillt:r COP Hiok.aville but that when, 
aa and it our proclucrtion interut in Hio.kni.U• caHa we would probably 
wiah to 1111.ke ot.hw &rraDpeata. SbortlT att.er Joe Gl&rk •nt.ere4 the 
mee~ be uke4 the eame queation and_. &inn the AM answra and 
agreed vith the v.hdom ot this Tiewpoint. 

-----.....-or--· . -·· 

UNCLASSIFIED 

R!STP.~flTfR R\T,'* 

USDOE 017416 
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Arter a rather lengthy diseuuion ot a.ll the proa a.nd cone or the 
total altuaUon the t"llmd.ng agnlatnente were arrived at. 

1. In the Mure all vork at. Hickrdlle would be done under 
Contract 129), with all out.tde wrk (work not being done tor the 
SRoo) aecomplbhed und•r an Appendix C arrangement between the 
intere.t.d part7 and S7lnni.a but under the general pt'Ovbiona 
or Contract 129). It wae undentood that 1t · •T be nec•eAIT and 
deairable that Clerta.in features of the administrative r .. ponliblllty 
under SROO be t&ken care or, at SROO' e requeat, by HYOO, e.g., 
Seourlty, Health and Safety, Finance, eta. It lfall underatood. 
hownr that IJUOh teat\ll"ee vould be carried out ae a service to 
SROO and action as irxlicated wmlid be ta.km1 by S.!IDO on the baai1 
or NYOO recomnendationa. 

2. .U to the U-2.35 pr-oblem it was agrHd that the hallie responsibility 
tor the preparation or the final report 'WOuld re:Jt with NYOO. SROO 
will prepare the SF report vhich would be incorpora.ted by NYOO into 
its total report, ieaued by Merril Eiaenbud, sent to Blair tor 
concurrence &nd/or correction a.nd then !eeued. 

J. Joe Clark pointod out that the report 118 outlined in 2. above will,' 
ot couru, outline the reuoM leading to the U-235 problem and 
muat. therefore in~Ude a BWID!Sl7 or correct.ive action t.aken by both 
SROO ancl Ml'OO • . , 
Buic rea.ona tor the problem were agreed on u being (a.) poor 
orpnisation at Sy"lvani& during the time the job was in progress, and 
(b) failure t.o follow irustructiona ~ven hT tba Commieeion &I per 
the teaaibilit7 report. For the purpose of apply.ing correcthe action 
it WILl agreed th&t a ~~eoting would be held the fol.low:ln& daT with 
lling1ton o! Srlvani& in ordt>r to conYe:y our interpretation ot the 
basic e&WJes ot the problem to him. Such a meeting wa1 aet up and 
is reported in a aeparat.e memorandum. 

Merril Eilenbud, lll&l'l&ger atAI!ioo, e&INI into the ~~~eeting and the abon 
poiatt wre R~J~~~&rind to biJ. He uked the question reported on abon 
re wilT I10Q 8hould not t.&b over both Sylvania plant• and waa Mtiltied 
wit.h the auwen · g1wn to ih• othere. He then agreed on all the above 
concluaions and reCOII!IIIeildatione. 

COl L. D. LeW, Security 
~. V. Vinoiguerra, 1dlll1 n1 strati n ---·------- --·-
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1Ue• UNCLASSIFIED_ November 2.), 1955 
TRRU a He L. Kilburn, Direotor, Technical & Production Divi•ion 

SYMBOLt 

Winaton Darts, Deput7 M.anaier, SROO SR-TK-2879 
Paul J. Hagellton, Chio.t, Reactor Kater1ala Branon 
Teohnioal & Product1on'D1T1•1on · 

MEETING A.T BAYSIDE RE SYLVANIA - HICKSVILLE 

This dccun:snt cc::.~ 5. ~ -. 

'llhPJHajtd 
N ..3 r q_._,.-

0 • -- 0 ~ -/-- .... - ; ~- ·- ·-· , 

Reterenee ia made to JleJIIOrandtdll of Honmbar 21, Hagelaton to flies, 
Subjeota Meeting at HIOO re S7lnnia. 

In the ref-erenced JlCJaOrand\11:1 recoiii!D8ndat1on wu made Ula t a JOOeting 
bo est up vi th Sy1 Tan 1a mana&eMnt. Thia aaeting was hald at Sy1 vania 
Bayside on "ovc!llber 16, 1955 rl t.h the toll owing present. 

SylTania 
W. t: K!iiiaton, General Man.acer, .u:D 
Bo7d Met I, Plant Manager, Hiekaville 

I opened the ••tin& bT reviewing the Colud8•1on 1 a oon~pt o! doing 
'bu8ine81 witb ln4ua\JT rroa ~ et.andpoint tba~ it wu.relt. contraotor 
oramiuUon and t.cbnioal protioinq vu etriot17 contractor buineaa. 
We tel t. however that wben indications were that these oontraotor 
l'e8pOD.Iibllit.ie8 Jf&7 DOt ban been baDdJ.ed to the beat interest Of the 
ec-i81ion and the work ocmt.racted for ,. then bad the responeibilitJ' to 
.,_ent npc;n our opin1ona conoeming tbe bu1o problea~. It vaa with 
thi.l purpoee in lliBd that w had 110t1 I pointed out. lingaton a .. \U"ttd 
utt Ulat. be wu .h&pPJ' to hear oanatruotiTe oritioia and that. 1n taot be 
had al.nad7 reoopliaed oertaln ebortooJU.nct in the handling or the 
reoent job. I told hill then ve tel t. the buicl nuona !or the U-2JS 
problo were (a) poor indwrt.rial orlania&t.ion at Syl Tania durin& the 
tiM t.he job wa• 1a prognaa, and (b) !allure to !ollov irultruotioiUI 
~iven by- the COI!IIdsaion as per the t ... ibilitT report~ 

UNCLASSIFIED 

3Eenrr· 
,~.· 
!U i ..- • • ,.::·; 
:•-· ., 
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S£8R~: 
- ~- Hovwmber 23, 1955 

Unsnon uaured ua that upon reoo¢sing point. (a) be ha.d. altered his 
orpniution, e!tecthe Sept.emb41i' l, 1955 1 t·o bring the sitU&tion into 
l.ii1e. He agreed that the conduct ot the job it.eelt m&;r have beea "eloppyft, 
poi.Dted out that be vaa not. &llaol'Yi.n« himaelt ot the onr-&11 responaibillty 
tor thU condition, but. that he had felt during the C0\1rtle or the Job that be 
had reaaon to ex:pect that hb research nanager in charge or the job would 
han carried it out proficiently. li.nglton in no va:r nad.ed the haue o! 
reapoanbillt.T, in !'aat be 1tron&l7 implied that turther orpniu.tion&l 
change1 wen in the wind as a result o! the U-235 problem. 

!Cingaton reaasured us that ho would leave no stone unturned. in coming up 
with. the material in question. · 

We then &UIIIIB&rized our intent that all work in the future at Hicklville 
be done under 1293 and that SROO vill institute Appendix C arrangement• to 
lwlclle "outside work" at t.ha.t !acilit;r. JCinpton and Kets !elt that this 
wae an excellent concept. 

It liUI further ageed that L. D. Lov and Bob Kirkman (NYOO Security) Would 
'WOrk out det&ib tor handling aeeurit,.- at Hicknille and that J. Vinciguerra. 
woul.d.le&r our contractual arrangement• vith tboae o! RYOO. Indu.trial 
Hygiene - Health Phy8ica probl.U wuld be worked out between SROO &nd HOO. 

cat L. D. Low, Security 
J. Y. Vinal~, A.dllinhtrati Ye - . ~ . . . . 

.... 
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SAVANI~A:-1 RIVER OPBATIONS OF::-ICE 

CONTP.ACT DATA BOOK 

DECE:MSER. Jl , 19 ~ 

USDOE 013592 



\: 

·.:, 

1. 

2. 

3. 

SAVANNAH RIVER 

! .!(.·:, 7 /3-, ..;- , ( 

OP'FJU.TIOj ;FFICE------

,/ 
Name and Addrtu 0'' / -! :,.~~--· 

Sylvania Electric Products, Inc. 
,/ --.,. 

1740 Broadway 
New York, New York 

); ! I ,~ 

Contract Ntmlber 

AT(30-l)-1293 j/' 
if// 

• I 

Statement of Work 

This contract was transferred from New York Operations Office to 
Savannah River Operations Office effective July 1, 1954. 

I 

I 

Syln.nia shall manufacture, test, inspect and delive~ to SRP metal 
and alloy slugs canned in al~num. jackets:.___--....____ . 

~ 

4. Term of Contract 

December 10, 1951, through April 1956 (See Item 6) 

5. TYpe of Contract 

Cost-plus-fixed-fee 

6. Amount of Contract 

7. 

Period 
Cost of Work 

(Exclusive of Fixed Fee) Fixed Fee 

12/10/51 - 6/30/54 (NYOO) $4,099,850 $ 172,150 
7/l/54- 4/30/56 (SHOO) 1,757,786 ~81,072 

t:"l~-1 " 3 " , r, , \...J-
nue to a reduction in program req~ements tne estimated cost ~work 
and fixed fee was reduced. Sylvania's proposal (Modification No. 13} 
to. extend work through June 1956 is onder consideration. 

Basis of Award 

The services for this contract were procured by negotiation since the 
scope of work precludes arriving at a fixed price which would r.epresent 
a reasonable estimate for the cost of work. 

8. Remarks 

A portion of the Hicksville Plant comprising approximately 2,000 sq. ft. 
has been released to Sylvania.for use in performing outside vbrk and 
will in no way be connected ~th work under Contract AT(J0-1)-1293· 

r 

USDOE 013593 
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SylTania Electric Products, Inc. 

The contract has been recently amended by Modification No. 12 to 
permit SylTania to preform work for other Commission offices or their 
coat-type contractors by means of an~ppendix "C" Agreement to Contract 
No. AT(30-1)-1293. 

9. Payments made as of 12/31/55 

IT 1952 
IT 1953 
FY 1954 

Total 

IT 1955 
FY 1956 

Total 

I 

NYOO Scope of Work 

Fee 

$ -
112,225 

55.035 

$ 167,260 

SHOO Scope of Work 

$ 44,471 
19.063 

$ 63,534 

·-· . 

$ 607,884 
2,283,602 
1,051.194 

$ 2,942,680 

$ 795,716 
440,225 

$ 1,235, 941 

USDOE 013594 
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SYLVANIA ELPXlTRIC PRODUCTS me. 
Atam1c Energy Division 

Ba)"Bide, .Rev York 

"Document transmitted herevith 
contains---

R, c. Blair, Manager 
Savannah River Operations Otf'iee 
U. S. Atomio tm3 ry;y Commission 
P. o. Box A 
Aiken, South Carolina 

Attention' Paul J. Hagelston, Chief 
Reactor Ma. terials Branoh 

Gentlemen: 

Janu&.r1 20• 1956 

l am pleased to encl.ose a proposal and a monthly funding and deliver;r 
schedule as requested in your telegram or December 29. We have retained 
the separation betveon the original HF program and the Mark VII prograaita · 
(See Schedule.J) for ease or comparison llith our proposal or November 25, ~ 
which ·is the basis ot Modification No. ll to the contract. 

In our November 25 propo-.1 the K!Lrk VII Program and "Available for Other 
Work" accounted tor ~.381;68) oost plus t\15,230 tee. In the proposal these 
items are replaced ~,.the tollowine: 

Mark VII Canning 
}lark VII Dr11llng 
HF F.quipnent Installation 

Tota1 
Less previous proposal 

Net Increase 

Cost 

$741,902 
294,756-. 

8.075 

Fee Claimed 

t62,684 
15,230 

The "Net Increase" .figures should be added to the contract, 

lola estimate the jUJie 30, 1956 stores inventory level. at $45,000~ 

He have D.Qt completed three programs of our Nowmber 25 proposal nor have we 
provided for them in the enclosed schedule. Those are "Hanf'ord 500", "Tie.n.ford 
Wafer" and "Stripping". · 

Pending a decision on scheduling those, I suggest wo assume they will be com­
pleted in Jul.y 1956 .. 

'leey truly yours, 
~~IA r~iflTRIC PRODUCTS INC. 

~·~·Jol~troller 
A ond.o Energy Division 
"k'hen separated .from enclosures) handle 
this document as CNCIAS.3T?i •:o!•. 

USDOE 017532 
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~FFICE 
~ 

K E K 0 R A N n·u K - UNITED STATES GOVEIUIMENT 

FR<ii R. C. Blair, Manager 
Sannnab River 

Date• JanuaJ7 23, 19S6 .J 

S~JEcTa •. PLACDiG; w~:::imtiEJi-,~R.\cf· 11(). AT<J~i)~l293 WiTH SYLVANIA .. 
. . · ELEcTaic PJWWGTs': :IBC. 'AT THE HICKS'V;ILLE PLANT:· . ·: :~.: t - . .. - .... ·:·~-\~-..,,-·.-··· '--;- -·:. ·' . .·- . --· . . ... ·-· . 

~ r.•. !"":·',.:lm·~t;r; , t. , ... .. . .. 
:: :;_.. ~- .. ·-=:~ -:'"4-l·-·=,:~·-;...-·:':~· :_, :;· ..... _·,·,. . . 

.-:~e"~b;Je~!-·-~ontra~t._,bas .. rllcentq be~.lJI!iende~by:. the attached 
. ·: MOditicat.ion·Ho. 12,to pendt. other ·ctaai:J~ion o:t!ices or their 
. ;.: c.!l~_ti:~~f,9~~~c~ol'a' .( t~e: l&~ter reteiTe!! .. t!l-_~~8! 8p~naors) to 
... ~;~c;~ v~r;~'i.~~9~~;:i!_it.h;B7,~Y~ at .. ~'ll'hlliclC~!f12-e Pl~t. through 

·, :· the.-lliediu·t ·. tba <&..ttachedi}.ppendix .11C11 agre1111ent. tom• 
... _ \ _,. - -:· --~·-:·.\;{--.-~·-r:· ~-::::~-= _:~ ··/:~·-.;-..-·-~;<: -_·if~- .~- - _, -.-.. · - _ ~-.. -~~: >:. ·:::..-.~ ::_~--:- ~--___ · 

. bi.Cli_;~pp .f~~em~nt. will be·. uu't!je~t to :a priority tor 
.8ROO:-wo· !i'colitract.. . · :; .' · . :~~-.- t.~-~-~;t;- _\<(~:-~ ·. . _· . . :' . ·=-· 
. utu.e·aa:·o '"t!'ifi.;sJioo reeerres·'the 1-eliponaibilit:y tor SS·· · 
Aii:C~\~11 . 51~iil Accounting ~·Uuditing, Securit.u · ilf6Pe'ft.h(&li~: _,_., 'eti ;Uiii ~ther-·:acimiidatra~ve re11ponsi-

_ · ~~f:t~ii :~~t.:';~Z:ftj_:-{.'<:l: t~ each. lllich }.ppen~. "C" arrangement.. 

Tli~ '!fi:i:ll~;,l>J'i?C,~~$:~~·~11· bli. t()lloved in the .Placing and 

;jtz,,;:_~:~~-?~~~~~:t:
0

:r::::ht::c~:~:::cle r 1n Modi~ 
· · ~:'.·•c lh1ati~' .e£o Contract No.· AT(J0-1)-12931 Sylvania 

_,_;:':; ·!l~i:t?-:if;__ ,.,.a,~; Iric •. , lihall not.il':r SROO in writing 
. ·. -... ot the-,term:s•and eonditions of each proposed Appendix 

.· ildl! ilgreem\irrt bet.W&en S7lYania ·and the CamussiQn or 
" Sponsoj'· •. _ Sllop Vill promptlY notify tbe' respo11Bible Coa­

Jiill_sio~ o'rt:i:ce :e;r its concurrence or of ·any circumst.anc~t~J 
·or.- conditions vbich make it. inadrlsable."l'or them to exe-

:2~~--.~7-::tz~:::.::::;;ice Will no~ity SROO of. the 
~· spj)port!Iig···ll·mces vblcb the responsibie COillllliasion ot-
; . ti_i:e wilili&~'to aupply.. . . . 

,_. ·.·; 

;_;~_ .. 

.. 
~A:.?.$\ 11' 
"'' ·-~-~- ..;- :~ .:.· b 
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1. .1&11WU7 23, 19.56 

- 2 -

3 •. Upon execution b)" .aU parties, a conformed copy or the 
· ·agreelll8nt. sb.Ul:be tnrnUbed. to SROO·by the responsible 

...... ···. :c_~ileJon:p.;tH4t.• .::A~ ~~-;It~~ _t'bi_ii ·~~ei::.~es~ busfness 
. . . ,1C?CaJo10J;!8 1 ;:,~-:!~l.A!Pbonll· ~~rs-ot; .. tJ.lll#~a~tioo ard · 
. . ;:~}miH»"'Tl~ia~Ozii~onne:~ ~,ii ~ cori}a.~~ea~ ¥ necessary, 

,,:-sbAU~ ~- tonratd&d~· ·'l'he··SROO'liaieonJpersonnel are idtm-

'' .-· ·:::/:: ;i~~~i~d .·~ ~h~j;,.~~,~~~--.~r.;~~·: .. : ·, -~ .. -.· . 
. . '•4. <·:E·acb Jacidi.ticaUtln bt an .greellent iS to be procee11ed in 

··· ~ 1':'~"jiP{f~ikit~~~;. 
·r;.- ... , .. ~ ....... ·fif!·Oll· tlie-~ ·or SRoo"&· '6e~~ ·th 't.e hn1 s1 ·nelllf ... · .. :~ ~*~"111/ .. ,~ .. ;t~~.l~. :~ ,t.o>! .... : !i>r 

6. :':··b.llh ~;APJieniUx~ •t;:" agreement vi th a C.aiiii.Uieion of' lice iii to 
. · · provide\ttiilt· obl1.gatioDII will· be recorded and pqment tor 

wiJrko'jletfi#m~d -:Vill b8 made ~ctly to Sylvania by the · 
:r'coilimissfo~-:o#icil executing the agriimlent •. In tbe cas(t·'ot 
;. :s~~~agr,&tilieAta, biilings and p811118nts will be handled 
;.'dti;'ect.:Q: lie.t:tleliil' S;T1vania and the sponsors. . . .. ~--~~ <~:;: ·::tr ¥· ·~i · ·:!_~:-.. · 

·EncloaQtelll. :,; · ·t J 
1. · . .lppelid.b: ·~ct!r•ltOcl• Ro• 12 · 
· 2. ·. J.il.s~/o! sRocf·lLiabon"l'eraonnel 

.. · .. ·. · ..... 
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Operations Contract No. & 
Office Work Location 

lltlllll ••. I I ?l 

ACTIVE CONTRACTS WITH THE SYLVANIA ELECTRIC PRODUCTS, 
($25,000 or more) 

of 
Work 

As of July 31, 1956 

of 
Services 

Contract 
Amount 

Date , 
start Completion 

NYOO AT-(30-1)-GEN 366 R&D Research in c~ct+on with fuel $ 7,966,000 7-1-48 

SROO 

coo 

A1JJO 

Bayside & Hicks-
ville, L. I., N.Y. 

elements, powdet. metallurgy, and 
uranium processing for various opera-
tions offices and the Divisions of 
Research and Reactor Development 

OP~ING Present services consist of canning AT-(30-1)-1293 
Hicksville, L. 
N. y, 

I. , of normal and enriched fuel elements. 

AT-(30-1)-GEN 366 
sc-AT .. 24 
Bayside, L.I, NY 

AT-(29-1)-789 
SC-72-4212 
Woburn, Mass. 

AT-(29-1)-789 
SC-72-3878 
Woburn, Mass • 

AT-(29-1)-789 
SC-53-3593 
Emporium, Penna. 

R&D 

In prior years, contract covered 
research investigation in connection 
with preparation of feed and special 
materials 

Classified R&D work in connection with 
GE-ANP program 

SUPPtl Classified material 

SUPPLY Classified material 

R&D Development of an XSA-3ll Tube 

Jlt,[!UflU5tf''N 

6,110,858 12-10-51 

172,393 4-19-54 2-28-57 

166,100 4-11-56 12-20-56 

46,010 

58;973 

I" , v"-";f 
\ ... ~~ . 

(_).~ 

2-6-56 11-1-56 

1-24-56 4-15-57 

-· -



PART,II 
COHPLETED CONTRAai'S WITH THE SYLVANIA ELECTRIC PRODUai'S, rnc. 

($25,000 or more) . 

Type Description Accumulated 
Operations Contract No. & of of Contract Dates 

Office Work Location Work Services Amount Start Compietion 

NYOO AT-(30-1)-GEN 367 $ 381,200 4-l-53 3.:.31-54 
Bayside, L.I. N.Y. R&D Research & experilllental activities 

in field of physical metallurgy 

AIIJO AT-(29-l)-789,RS-8202 SUPPLY Testers 465,574 l:-29-53 9-8-54 
Buffalo, N. Y. 

AIIJO AT-(29:-1)-789 SUPPLY Testers 72,301 l-22-53 3-31-53 
PP-1003 
Williamsport, Pa. 

coo AT-(30-1)-GEN 366 R&D 43,809 2-l-54 6-30-54 
SC-AT-23 
Bayside, L. I. N.Y. 

coo AT-(ll)-229 R&D Fuel element research & development 222,086 8-7-53 5-30-54 
Bayside, L. I. N.Y. 

OROO AT- (30-1)-1156 SUPPLY Molybdenum powder 30,100 2-12-56 4-30-56 
SC-55843 
Towanda, Penna 

AIIJO AT-(29-1)-789 SUPPLY Tester 49,649 7-29-52 4-3(),.;53 
PP-550 
Williamsport, Pa. 

c AIIJO AT-(29-1)-789 SUPPLY Testers 105,183 8-14-52 5-3lr53 
(./) RS-6356 Cl 
0 Williamsport, Pa. 
m 
0 AJ.J:JO AT-(29-1)-789 SUPPLY Testers 120,313 4-3-53 ...Jo. Complete 
m RS-C>663 
<D Buffalo, N. Y . ()) 
0 ! ~~. 

t 
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Operations 
Office 

PJ.JJO 

AJJ:)O 

AJ.J:>O 

coo 

AJ.JJO 

AJ.JJO 

Contract No. & 
Work location 

AT-(29-1)·789 
RS-12269 A&B 
Salem, Mass. 

AT-(29-1)-613 · 
B-77369 
Enporium, Penna 

AT-(29-1)-789 
RS-8183 
Buffalo, N. Y. 

AT- ( 11-1) -GEN 14 
73-(14-384) 
Bayside, N. Y. 

AT-(29-1)-613 
B-92985 
Salem, Mass • 

AT-(29-1)-789 
53-2194 
Woburn, Mass. 

AT-(29-1)-71:)9 
SC-ET-296 
Williamsport, Penna 

Type 
of 

Work 

Description 
of 

Services 

SUPPLY SA-14 Tubes 

SUPPLY Electronic tubes 

SUPPLY Testers 

R&D Bonding of zircaloy to uranium 
silicon alloys. Evaluation of 
powder metallurgy uranium silicon 
alloys 

SUPPLY Electronic components 

SUPPLY Classified materials 

SUPPLY Tester 

PART II 

Accumulated 
Contract Dates 

Amount start ~l~tion 

$ 232,653 9-9-53 2-i-54 

33,000 12-16-53 5-l-54 

198,6o6 1-31-53 2-28-54 

27,190 11-19-54 6-30-55 

90,000 l-7-55 

27,013 3-17-55 9-3-55 

25,070 4-2-53 ' 6-1-53 

A 

' l -<(" 
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Office 

AlJX) 

.A.LOO 

·.N'Yoo 
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.A.LOO 

AJJJO 

~-~ 
C<l'IPLETED CONTRACTS 1tiTTH 'i:'HE SYLVANIA ELECTRIC PRODUCTS, INC. Part III 

($25,000 or more) 
(Reported Prior to Establishment of Present Contract Reporting System) 

Type Accumulated 
Contract No. & of Contract Date 
\fork Location Work Amount Start <:!om;eletion 

AT(29-l)-613, Supply $ 75,000 1/8/52 12/1/52 
B-57355 

AT(29-l)-613, Supply 31,284 4/lL./52 5/1/53 
B-57914 
Emporium, Pa. 

AT(29-l)-1126, Supply 529,200 2/9/51 3/9/51 
Tonawanda, Pa. 

AT(30-l)-Gen-224 R&D 72,300 11/24/47 8/31/49 
Flushing, New York 

AT(29-l)-613, Supply 28,000 4/28/52 3/1/53 
B-57925 
Boston, Masso 

AT(29-l)-789, l'leapons 58,000 9/29/51 3/1/52 
RS-3594 
Los Angeles, Calif. 

AT(29-l)-789, Weapons 84,000 7/6/51 12/1/51 
R5-3254 -------------Los Angeles, Calif. 

<:.). :V· 
.--../ 
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SYLfANIA 

Mr. R. C. Blair 

Filet Contra~t 1293' 

r 8Essrm 
ELECTRIC PRODUCTS INC. 

G· 

ATOMIC ENERGY DIVISION 

August 8, 1956 P. O.BOX 59 
BAYSIDE, NEW YORK 

DCF 6367 attached 

Savannah River Operations Office 
U. S. Atomic Energy Commission 
P. 0. Box A 

·' v· .•.. ~ '·a ~-:>! ~hi:. ) 
Wh <>OCJI"alad fi"Ctr. en~:v.:J•-::·:....1, I. i•'IWI 

,ens_.. ~ ~- ~ ~ l' [M)!CM 0 . . cument as_ ... . .. :·: ... . do (insttri" pr.:.per c~..,r .... Jaonl_,} Aiken, s. C. 

Attention: Mr. P. J. Hagelston 

Subject: CONTRACT AT(30-l)-1293 - PROPOSAL FOR FY 1957 

Gentlemen: 

We are attaching our estimate of the cost of Contract 1293 for fiscal year 
1957. This estimate is a revision of that submitted to you on June 21 
and reflects the changes which you requested on July 27, namely reduction 
in the quantity of Mark VIII slugs. This reduction obviously causes a 
redistribution of our plant costs and for this reason you wi~ find the 
cost for the Mark VII and other programs has changed somewhat. 

.. ---

For completion of the revised programs, Sylvania requests a fee of $1671~?. 

This letter also acknowledges Winston Davis' letter received June 27 in 
which Sylvania was authorized to proceed with the work covered in our 
June 21st proposal. This authorization is acceptable to Sylvania and 
work during July was performed on that basis and will continue until 
directed otherwise, in accordance with final decisions on quantities 
and schedules. 

ESNz.bek----.-..,;~..__j 
enc. DCF 6367 

l-2-3-4A - R. C. Blair 

Very t~ yours, 

SYLVANIA ELEarRIC PROOOCTS INC. 

{?<l~ 
E. s. Norris, Controller 
Atomic Energy Division 

· 1 \ 5A - J. J. Wise e;J;J . 
\~ &-··~'f''LLIIL . 

IN~NDESCENT LAMPS • RADIO TUIES • FLUORESCENT LAMPS AND FIXTURES • SIGN TUIING • ELECTRONIC DEVICES 
TELEVISION PICTURE TUBES • PHOTOfLASH LAMPS • RADIO AND TELEVISION SETS 

.. -

USDOE 017514 
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•.O.iw.lll'l~!lf"lrl~H·...-r-•-..... ~· ·.: UNiT.ED ·.STATES· GOVERNMENT 
. ~ . . . 

. ·• . 

. · DATB: August 14, ·195~ 

now . ..• ,~elston~ Chief, Re h 
· · . :·~!re'chni:Cal.~.&; Production Di ... "".,-. .... ,. 

• • ·:·: ~ •. • ·" "• • I :·:-, : • 

SUBJBCTt ·.CONTB.lCT AT(30..l)-l293 PROPOSAL FOR FI 1957 

SlMBOLz · THaPJHajfd 

Enclosed is letter of August 8, 1956 from E. s. Norris, Sylvania, 
to my- attention. This letter transmits the revised FI 1957 

____ _!roposal. 'Which we requested by our July .?7..~..J:J56 letter. 

We have reviewed the figures in this Proposal and find them 
reasonable. We would appreciate your reinstitution of negotiations 
with Sylvania as per this Proposal and will be happ:y to discuss any. 
of its features with you at your convenience. 

· :&lclOS\ireSI• 
. O,..'lt;r:;·S/e/56-, Norris attn Hagelston 
.: AY':l4/ll·.·· ·. ·"DCF 6367 

,.~::j:r;~(;J:~~k[i.=..n, transmit'"" ..... '"'"" ·····~· 
.. · ·.i.T··:.L- .:: ~/~;·t~~;}·;~~- ::::- i!tlTRlOTEB. EAi A.·. · 

~:-.~~::·~~~~~···':·~- -.. ·~. :·~-:~."~~;:;; .: .. · . '" I . . .. 

\: .: 

. :· ·•· rEi"{?:" ·. 
. ' 

f• ~ .•• 

S£8Rff 
USDOE017513 



c 



. . 
~-.. 

;,<::.:·-~->'\ 
/.··> I 

UNCLASSIFIED 
SXLVANU ELBJTRIO PRODmTS INC. 

Atomio Energy Division 
Bayside, Rev York 

'JIQN IJMil\ll 

•. 

Filet 5501 
Am 1293-Qorres ;>ondenoe 

DOP' HO. 6393 

1lls -..at censkts ol.?paes. 
MI. '/ Df/:21 copies. Sa~es I! 

September 5, 1956 

Savannah River Operations Otr:loe 
U, So Atomic Energy Commission 
P, O. Box A 
Aiken, South Carolina 

Attention: Mr-., Ro Co Bl.air"''ll((i--[l !!Thffiis~c:~op~y]fo~rJf 

Subject a 

Qfmtlemlml 

COOTRAC'1' AT()O..;l)-1293 - PROPOSAL FOR ADDITIONAL hURK 

We are pleased to submit the t'olloving Proposel. tor the additional loOrk 
on Mark II thorium slugs and Mlrk VIII enriched uranium-aluminum alley 
slugs, described in Mr. Winston Davis• letter ot Aueust 17, 19S6, doc­
ument SR-'i'M-3515. · 

We estimate that ·the 5,200 Hlrk II slugs can be canned at a cost ot 
$381960 inol1lding a fixed tee ot $2,155 and an expenditure ot 1900 on 
equipoont11 as outl1ned in the attached Cost EetiJlBte. 'l'his proposal is 
based on the assumption that w can use our Mlrk VIII fa cUi ties whiCh 
are nov available• and that there \d.ll be no major increase in Mlrk VIII 
requirmoonts between now and N~r lst. The additional Mark II 
pieces can then be delivered b;y NoYember 1, 1956 it we receive 1,000 
blanks BUitabl.e tor canning on or before September 17th, another 1,000 
such blanks on or before September 24th, and 11600 Jll)re by October lsto 
lrle already have 11600 Hlrk II pieces on hand at Hicksville tor stripping, 
and the cost of that operation is included 1n the above figuns. · 

; 

Tbe ooat tor 4,800 additional Mark mi slugs is estilllated at $23,250 
ino1uding a t!xed tee ot $1,315, and .1s also detaUed on the attached 
sheet, 'Dlese slug's 'WOuld be produced during March ot 1957 0 

lo!EX:ral 
COl Ro Co Blair (4) 

SROO 
Jo t4se (l) 

SROD 

Vf!!:I:Y' truly yours 

UNCLASSIFIED 

sf/il!!!r ..... 
USDOE 017510 
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·y.~ · Office Memorandum · UNITED STATES GOVERNMENT 

TO • · •. J~es s. · HopldnstJNCI·A.$SIAEDra.tive 
" •• t Division · · 

DATE: September 11, 1956 

FROM Paul J. Hagelston, Chief, Reac:)'I1!CA:j!~tDJ~~~II'l 
SR-Tl-I-3580 

.. ~: . Technical & ProductiOb Divi 
. ~ 

... • ' • • 0 

SUBJBCf:. "'CONTRACT AT{J0-1)-1293 - PRO 

SYMBOL: TM:NJD:jfd 7his document con5i:t3 of I pages 

No. _/_ of 1 Cl;·!.~:;, Sc.::-ies_L 

Reference is made toW. E. Kingston's letter to R.C. Blair 
of September 5, 1956, DCF No. 6393, copy of which you have 
received. This proposal covers additional 'WOrk on Mark II 
thorium slugs and Mark VIII enriched aluminum-alloy slugs which 
was requested in Davis' letter to Kingston of August 17, 1956. 

We have reviewed the figures in this proposal and find them 
reasonable as follows. 

For the Mark II pieces,.Sylvania's estimate amounts to $7.50 each. 
This compares with the lowest actual cost for canning similar 
pieces in April 1955 of $9.09 each. Mark VIII's were estimated 
at exactly the same unit cost as incorporated in the Sylvania 
proposal of August 8, 1956 wch we have accepted as Modification 
/11.4 to the contract. Accordingly, we recommend acceptance of the 
proposal at your earliest convenience and will be happy to discuss 
any of its features with you. 

UNCLASSIFIED 
REOTAtoT!B DIJ1\ 

OEJRR 

US DOE 017 405 
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1 ~~ . --::::;-
, : . orart prepared by 

• R •. A. McFeely 
P & C Branch 
February 21, 1957 

1. Name and Address 

Sylvania Electric Products, Inc. 
Atomic Energy Division 
P. O. Box 59 
Bayside, New York 

DooW~~"flt No. S:R A -/1.$ 
2. Contract Number :rbis document consists of 6 : ·.:r 

AT(J0-1)-1293 Ro. / of / Copies, Ser-c:.Qe/t~l . 
3. Statement of 't/ork 

The Contract was transferred to the Savannah River Operations Office from Ne~1 
York Operations Office July 1, 1954. 

General Scope 

Sylvania manufactures, tests, inspects and delivers to SRP uranium and thorium 
metal and alloy slugs canned in aluminum jackets. 

Scope of Work during 1957 

Sylvania Proposal of August 8, 1956 - Incorporated in the Contract by Mod. No. 14 

\rlork Estimate 

Mark VII. '- Hollow natural uranium 

Gross Quantity - 488,600(approximate number per day - 2,000; per month - 40,000) 

US DOE 017 483 
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S E a 2 I 

Mark VIII- Solid U-23 5-Al i!E I ,.S. 

. 310 'SeJc 
Gross Quantity -·57,750 (approximate number per day-~; per month- ~,000) 

Labor $78,020 $1,37 Unit Cost 

Materials 81,600 1.43 II II 

Overhead 100,815 lo77 II II 

Total $260,43 5 34o 57 II II 

Total Estimated Cost 
Total Fixed Fee 

$3,000,230 (including equipment) 
167,842 

Rate of Fee to Applicable Base 6% 

Sylvania Proposal for additional work during IT 1957, dated September 5, "1956 -
Incorporated in the Contract by Hod. No. 15 

Mark II Mark VIII Total 
Solid enriched Solid ---.--

U-235-Al & U-235-Al 
Thorium &: 117'1 

Gross Quantity 5,200 4,800 10,000 
... 

Direct Labor $12,020 $6,580 $1.8 600 . , 
Overhead 16,225* 8,495~- 24,720 

Direct Charges 7,660 6 1860 14.~20 

Total Operating Cost $35,905 $21,935 $57,840 

Fee 6% 2,155 1 1312 3.~'10 

Total Cost Plus Fee $38;060 $23,250 $61,310 

Equipnent (Polyvinyl' Chloride Blower-) 900 900 

Total $38.960 $23.250 $62.210-

*Overhead computed at 135%, the rate estimated for the period of September 
and October, 1956. 

~{Nerhead computed at 129%, the rate estimated for March, 1957. 

~r rtEfl 
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Anticipated Scope of Work For FY 1958 

It is exJ?ected that Sylvania will begin canning all Mark VII slugs used at 
SRP in May 1957. The production quantity will level off to about 20% of 
the present production rate or about ten thousand slugs per month. This rate 
is expected -to continue through the Calendar Year 1957. 

4. Term of Contract 

Contract was entered into December 10, 1951, and expires June 30, 1957. 

5. Type of Contract 

Cost-plus-fixed-fee 

The average rate of fixed fee for performance of work under the contract has 
been 6% of the estimated cost. 

6. Amount of Contract 

v 

Cost of Work 
Period {Exclusive of Fixed Fee} Fixed Fee Total 

12/10/51 - 6/30/54 (NYOO) $3,951,805 3172,150 $4,123,955 

7/1/54 - 6/30/57., (SROO) 2.224.887 308.73~ 2.8431621 

Total $9,486,692 $480,884 9.,967,576 

Summary of Contract and Modifications Thereto 

Operating Costs & 
Plant & Eguipment 

Original $ 3,133,697 

l.fodification 1 73~,103 

Modification 2 No Change 

Hodification 3 No Change 

Modification 4 No Change 

Modification 5 229,850 

<::! E • 

Fixed Fee 

$ 120,000 

7F 2 2 I 

No Change 

No Change 

No Change 

No Change 

52,150 

Total 

$3,253,897 

736, 10). 

282,000 

USDOE 017 485 
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Modification 6 No -----
Modification 7 99,500 

Modification 8 562,463 599,653 

Modification· 9 1,450,795 1, 534,823 

Modification 10 (765,114) (57,146) (822,260) 

.t-iodification ll 410,142 17,000 427,142 

.Modification 12 No Change No Change --- --
Modification 13 1,007,901 56,350 1,064,251 

I 
Hodification 14 3,000,230/ 3,167,072 

l.fodification 15 5.8.7/o 62.210 

Total $9,486,692 $9,967,576 , __ 

Points of Interest 

A portion of the Hicksville Plant (!mown as Site "B") comprl.SJ.ng approx:illlately 
5,000 sq. ft. has 'been released to Sylvania for use in performing outside work. 
ThE work will in no way be connected with work under Contract No. AT(JO-l)-1293. 
As a result of releasing this space, reduction/in the month rental rate was 
obtained. oe alg;qt 83,::3 

The Contract was amended by Modification No. 12 to permit Sylvania to perform 
work for other Commission offices or their cost-type contractors by means of 
an Appendix 11C11 Agreement to Contract No. AT(30-l)-1293. No work has been 
performed under an Appendix 11C11 Agreement to date. 
General 

8• /Cost Information 

A. Payments made to date: 
·, 

Under NYOO Scope 

FY 1952 
FY 1953 
FY 1954 
Total 

.$ 607,884 
2,395,827 
1.106,229 

$4,109,940 

Under SROO Scope 

FY 1955 
FY 1956 
FY 1957 to 

2/18/57 
Total 

$ 766,122 
1,505,929 
21007.493 

$4,279,544 

usooE o174B6 
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B. Investment in Plant & Equipment _ $1,875,229 
Less Reserve for Depreciation · · 785,692_ 
Net Plant & Equipment as Calendar Year 1/31/57 $1,089,626 

c. Breakdown of Costs for FY 1956 and FY 1957 

D. 

E. 

F. 

. FY 1956 FY 1957 thru 12/31/57 
Plant & Equipment $ 190,579 $ 24,505 
Operations 1,863, 917 1,590 • .389 

Total $2,054,496 $1,622,894 

Cost of Ren~al or Occupancl 

FY 1955 $ 57,800 
FY 1956 59,495 
FY 1957 thru 1/31/57 43,036 
Total cost by SROO 
thru 1/31/57 $160,331 

Division Prorate 

Contract AT(30-l)-1293 share of indirect cost for procurement, 
administrative and accounting services incurre4 by Sylvania AED. 

FY 1956 $172,208 
FY 1957 thru 1/31/57 ll9,ll8 

Overhead . 

Com2osed of: FY 1926 FY 1221 to l~lL21 

Indirect Labor $133,532 $ 96,673 
Expense Labor 213,430 .185,773 
Payroll Costs 137,557 121,570 
Occupancy 59,495 43,036 
Utilities .45,157 29,910 
General Plant 50,254 24,203 
Indirect Materials 38,064 40,928 
Division Prorate 172,208 ll9,ll8 
G & A Expense 33,230 26,605 
0/H Tr~s£er to Site B {221317} 

Total Overhead $882,927 $665~499 

USDOE 017487 
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G. Sylvania Unit Costs 

Operation 

FY 1956 Mark VII Drilling 
Mark VII Canning 

Mark VIII All Costs 

Total Cost 

* 171,244 
l,ll6,195 

156,828 

~mrk II All Costs 148,662 

FY 1957 Mark II Reclaiming 2, 527 
Mark II Canning 20,706 
Mark VII Reclaiming 83, 984 
Mark VII Canning 1,361,752 

Mark VIII All Costs 202,774 

J 
~-

Unit Cost No. Units 

2.08 82,395 
2.54 439,492 

.26 604,934 

8.10 18,348 

.91 2,774 
2.65 7,806 
.40 212,551 

1.23 v' 1,104,382 

.18 1,139,444 

* Total Costs and Unit Costs are exclusive of depreciation. 

as; & tO{ 7 

,..._ 
1'. 

' 

Measure 

Pounds 
Pounds 

Grams U-235 

Pounds 

Pounds 
Pounds 
Pounds 
Pounds 

Grams U-235 

US DOE 017 488 
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This docu~c~t cc11~i~t~ 

Type 
of 

Work 

Mark 
VII 
Canning 

S-Cores 

Mark 
VIII 
Canning 

Mark 
II 
Canning 

Contract 
Quantities 

uBB,6oo 

100,000 

Actual 
thru 

1/31/57 

57,563 

51,691 
pt·. ·r:; 

.3,983 

July 
August 

4L .. t. · ~ (~tJW, ""'-. September 
5'r;L.../._:.i._ October 

;! 'Jg _.............. fr- November 
&-~ , December 

~ ........ J ,_ 3 ..1-fi ~ 
' _.,.f-.•. r · YJ_ -J.rJ ;--..-c4-- · )~ .. ~- 7'' 

Current 
Estimated 
FY 57 

u7B,ooo 

100,000 

62,550 

Contract 
$ 

2,362;000 

173,110 

28),685 

12,500 
10,000 
10,000 
10,000 
10,000 
10,000 

UNCLASSIFIED 

Actual $ 
thru 

1/.31/57 

1,362,000 

84,000 

203,000 

February 27, 1957 
SR-TM-3987 

Estimated $ 
FY 57 

2,260,000 

173,110 

283,685 -

fi"'fii2'~7f8 fj 7 ~ &? ...... '~.JJ4 
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SYLVANIA ELECTRIC PRODUCTS-INC. 
ATOUIC-ENEltOY DIVISION 

P. 0. BOX S9 

BAYSIDE. NEW YORK REDACTED 

March 26, 1957 

Mr. R. 0. BlAir 
SallUlDIIh Jliyer Operations Ottice 
Ataaic ~61 COIIIISilaioQ 
p. o. Do¥ ,., 
Aiken, 8. C. 

near· BOb a 

I am encl.ofltns ten exeCuted copies ot t~ 8\WilesiiODtal Asreement 
to ~recta M!(3Q-l)•l293 and A.'!(P..~)aa-366 pro_rl~ tor tho 
aaa1gnaeot ot theao· ~nets tl'OIIl 8)-lvania Electt,_c ··Pro<hlcta Inc. 
to Sylv~.COrning Jlucleu Col;'J)OratiOn. · · 

JJJ .aoon aa :JOU' havo ilipil4 thelia lt wul.d bo appreciated 1r :you 
wul4 torVard· tbelll ·to •ev ·York Operationa Ot't:lce ialie41ateJy tor 
execution aa ve vou1d hope to have tbcm b.T AprU 1. We V1ll 
requil'e ·tour completelT executed eopiea tor our uae. 

Beet periiODB.l. rieg4rds·. 

Ollllbek 
enc. 

REDACTED 

Verr t~ :yours, 

oarth V. ldwards 1 Controller 
Atomic 1ne.rgy Division 

.. . . .. 
~ i ., 

. :I 
_j 

SYL00106166 
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Modificatio~~26- -
Supplemental Agreement to 
Contract No. AT-30-1-GEN-366 

' Modification No. 16 
Supplemental Agreement to 
contract No. AT(30-l)-1293 

THIS SUPPLEMENTAL AGREEMENT, entered into as of April 1, 
1957 (hereinafter ref~rred, to, as "the ,effective aatelf), by and . 
be1w.een Syl~ia.Ele~t~i~ Products Inc., a.corporation duly 
organized and ex1sting under the laws of the State of 
Massachusetts, with its, principal offices in the city of Ne~ 
York, "New. York (hereinafter referred to as the "Transferor"); 

~~Sylvania-Corning Nuclear corporation, a· corporation 
Qrganized and existing under the laws of the state of Dela­
ware, with its principal offices in the City of New York, 
New York (hereinafter referred to as the "Transferee"); and 
the United States .of America (hereinafter referred to as the 
"Government"), acting through the United States Atomic Energy 
Commission; · 

WITNESSETH THAT: 

WHEREAS, the Government, represented by various contract­
ing officers of the United States Atomic Energy commission, 
has entered into certain contracts with the Transferor, 
namely, Contract AT-30-1-GEN-366 and Contract AT(30-l)-1293, 
and the term ncontractsn as hereinafter used means the above 
contracts, including without limitation all amendments and 
supplements and change orders thereto, heretofore made by the 
Government, represented by various contracting officers of· 
the-United states Atomic Energy Commission, or by Sponsors, 
as defined in said contracts, and the Transferor (whether or 
npt performance and payment·have been completed and releases 
executed; if. tfle·covernment, Sponsor, or Transferor has any 
remaining rights,·duties or obligations thereto), and includ­
ing amendments, supplements and change orders thereto here­
after made between the Government and the Transferee, or the 
Sponsor and the Transferee: 

·WHEREAs, as of the effective date, the Transferor has 
assigned, conveyed and transferred to the Transferee all of 
tlie prc)perty described in Exhibit "A" attached hereto asa 
part hereof; . · 

WHEREAS, the Transferee, by virtue of said assignment, 
conveyance and transfer, has acquired all the assets and 
liabilities of the Transferor relating to the performance of 
the contracts; 

l~S, by virtue of said assignment, conveyance and 
transfer, the Transferee has assumed all the duties, obliga­
tions and liabilities of the Transferor under the Contracts; 



-· 
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WHE~S, the Transferee is in a position fully to perform 
the Contracts, and sue~ duties and obligations as may exist 
under the contracts; ' 

WHEREAS, it is consistent with the Government's interest 
to recognize the Transferee as the successor party to the Con­
tracts; and 

WHEREAS, there has been filed with the Government, through 
the Savannah River Operations Office of the Atomic Energy Com­
mission, evidence of said assignment, conveyance and transfer, 

v as is more fully described in Exhibit "B", which is at;tached 
hereto as a part hereof; 

NOW, ·THEREFORE, in consideration of the premises and of 
the mutual covenants and underta~ings contained herein, the 
partie~ hereto agree as follows: 

1. The Transferor hereby confirms said assignment, con­
veyance and transfer to the Transferee as of the effective 
date, and does hereby for itself alone, release and discharge 
the Government from, and does hereby waive any claims, demands, 
and rights against the·Government and/or Sponsor(s), as de­
fined in the Contracts, which it has as of the effective date 

·or may-thereafter have under, or in connection with,the Con-
tracts; provided, however, that nothing in this paragraph 1 
shall--be· deemed to preclude the Transferee from exercising, 
making and/or enforcing, on and after the effective date, any 
of such claims, demands or rights which the Transferor would 
have been entitled to exercise, make and/or enforce but for 
the provisions of this paragraph 1. · 

2. The Transferee hereby assumes, agrees to be bound by, 
and undertakes to perform each and every one of the terms, 
covenants, and conditions contained in the Contracts. The 
Transferee furtb·er assumes all obligations and liabilities of, 
and all claims and demands against, the Transferor under the 

_Contracts, in all respects as if the Transferee were the 
original party to the Contracts. 

a. The Transferee hereby ratifies and confirms all actions 
heretofore taken by the Transferor with r~spect to the Con­
tracts with the same force and effect as if the action had 
been taken by the Transferee. 

4. The Government hereby recognizes the Transferee 
as the Transferor's successor in interest in and to the Con­
tracts. The Transferee hereby becomes entitled to all right, 
title and interest of the Transferor in and to the contracts 

- 2 -
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in all respects, including without limitation all claims, 
demands and rights thereunder or .in connection therewith, as 
if the Transferee were the original party to the Contracts. 
The term ncontractorn as used in the Contracts shall be deemed 
to refer to~~vTIX-;:e~"'rat~-l~~J!'~~reJ)OSe, Q:.v..( ~;:lu~v 

5. Nothing in this agr~ment~hall be con~trued as a ~~/ 
waiver of any rights;~of the Government or the Sponsor(s), in 
case of a sponsor agreemen_!L_~~ t~Tra~sferor in~n~e~J! ~ 
tion wi~\1 the Col)tra?l:.£1.~--· '(~'L~-tc:t Bct«b;;ct • ~ 
~ ()AJ)! ,~ ~ "'ttA.t rBti., . 

6. Notwithstan g the foregoing provisions, all pay­
ments and reimbursements heretofore made by the Government or 
the Sponsor(s), in case of a sponsor agreement, to the. Trans­
feror and all other action heretofore taken by the Government, 
pursuant to its obligations under any of the Contracts, shall 
be deemed to have discharged pro tanto the Government's or, as 
the case may be, the Sponsor's obligations tinder the contracts. 
All payments and reimbursements made by the·Government or the 
Sponsor, in the case. of a sponsor agreement, on or after the 
effective date of this agreement in the name of or to the 
Transferor shall have the same force and effect as if made to 
said Transferee and shall constitute a complete discharge of 
the Government's or, in the case of a sponsor agreement, the 
Sponsor's obligation under the Contracts to the extent of the 
amounts.so paid and reimbursed. 

1. The Transferor and Transferee hereby agree that no 
claim for payment by, or reimbursement from, the Government 
shall be made by either or both of them with respect to any 
costs, increased taxes or other expenses arising directly out 
of or attributable dir_~~tly to. (i) said assignment, conveyance, 
and transfer, or (ii) this agreement, other than those which 
the Government, or the Sponsor1 in the case of a sponsor agree­
ment, would have been obligatea to pay or reimburse under the 
terms of the Contracts in effect pri9r to the effective date of 

h
. 'J~r'' ""' .,_,. ,.,.. .. ,_~ t 1s agreement. ......_ '-~- --· .. ~ i'-"- ~,_ r. '·.; . · ·• ·-· .. : ~ '· · · 

a. The Transferor hereby unconditionally and irrevocably 
guarantees payment of all liabilities and the performance of 
all obligations which the Transferee assumes under this agree­
ment, or may hereafter undertake under the Contracts; provided, 
however that this guarantee shall not apply with respect to 

· sequent to 
ch 31, 1959; provided-further that the Transferor hereby 

~ ~irrevocably waives notice of any and all intervening amend­
. :.·-~~- ·m~nts, supplements a~d/or4ha~efl. orders to the Contracts or 

, "7 .:--· e1 ther of _them.,, ...n_ ' · b ,~r·~, '* 
-k"~~~~ llJJ.-~ . n . ..,:~~ 
~2:~· 9. Exc~pt- ~~ herein ·~bdified, the Contracts shall remain 
(_- 'T~·::r.; · in full force and· effect. 
ft"IJ-. ! . . 
?f"'' ;}\ 

- 3 -



"" -~ 

IN WITNESS w!~OF, each of the parties hereto have executed 
this S,upplemental Agreement as of the date and year first above 
written. 

WITNESSES: 

UNITED STATES OF AMERICA 
By: UNITED STATES ATOMIC ENERGY COMMISSION 

Title: __ ~~~~~--~~--~~~~~~~ 
(Representing Contract No. AT-30-l-GEN~366) 

Title: 
(Repre·~s~e=nrt1~n~g~c~o~n~t~r~a~c~t~N~o-.-AnT~("3"ur-~r~)--~x~2~9~3~) 

SYLVANIA ELECTRIC PRODUCTS INC. 
By: ________________________________ ___ 

Title: ---------------------------------
SYLVANIA-CORNING NUCLEAR CORPORATION 
By: __________________________________ __ 

Title: ________________________________ _ 

CERTIFICATE 

I, -----------------------------------' certify that I am 
secretary of Sylvania Electric Products Inc., named above; that 

------------------------------' who signed this agreement on 

behalf of said corporation, was then ---------------------- of 

said corporation; and that this agreement was duly signed for 

- 4 -
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and on behalf of said corporation by authority of its governing 

body and is within the scope of its corporate powers. 

Witness my hand and seal of said corporation this ---------

day of , 1957. 

(Corporate Seal) 

CERTIFICATE 

I, --------------------------------• certify that I am 
Secretary of Sylvania-Corning Nuclear Corporation, named above; 

that , who signed this agreement 

on behalf of said corporation, was then ----------------------­

of said corporation; and that this agreement was duly signed 

for and on behalf of said corporation by authority of its 

governing body and is within the scope of its corporate powers. 

Witness my hand and seal of said corporation this 

day of , 1957. 

(C-orporate Seal) 

- 5 -
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f<EC EiY.ED 

~"1lXJIA~~l7-coRNING NUCLEAR CORPORATION 
JOINT COf.iMinEE Ori 

ATO~IIC ENERGY 
Bayside, Long Island, New Yo~k 

Office of the Secretary 
174o Broadway 
New York 19, New York 

May 15 

---·--
I Please initial 

and return to JCAE 

---I_~ Chairman 
-~;,~ . 

Brown -- Conway 
iq 511bllister 

Norris --
Toll ---
H_iggins 
Doe I linger 

~ )"i-/ 
r 

-

---\~ 

~ 
1! 
1' James T. Ramey, Esq., Executive Director 

Joint Committee on Atomic Energy 
Washington, D.C. 

.. -------rrr 
'~ ~ 

Dear Jim: i\ ~ 
~ \i ';' 

In response to your request I am setting forth below \~l 0\ 
contractual examples in support of Dr. Davenport's testimony\\~~ 
on present AEC indemnity policy. As I do not yet have a }\'''. 
copyof the final transcript of Dr. Davenport's testimony '-':l 
I will be unable to refer to it by page and line. However, 
for convenience, I will refer to the written statement which 
Dr. Davenport submitted at the time of his testimony and 
which generally follows his oral statement. 

At the bottom of page 2 and top of page 3 of that 
statement Dr, Davenport stated: 

11As an AEC prime or subcontractor we are fac.ed 
initially with a dilemma. If the contract 
calla for use of special nuclear material, we 
may attempt to obtain this material under·our 
license or directly under the contract. In the 
first case we are again confronted with Section 
53 {e){8) of the Act. In the second case we 
are confronted with serious accountability 
problems. In at leas_t one instarlCe in the 
past year these accountability procedures 
required us to halt al~ other work at our 
facility until work was completed on the special 
nuclear material involved under the contract 
in question, 11 · 

Example:In connection with Purchase Order #7693 from 
A~sociated Universities Inc. for furnishing sample fuel 
elements for a reactor at Brookhaven, accountability 
procedures were established- in connection with special 
nuclear material obtained under the contract which made it 

·. ~- . - ---- . ---- ---~ .. ---- --· 

Nf>..."?f\ :r: 
R& t23 
F 1! 5..:>L· F\le 
\::'e'_"' '-'! 
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virtually impossible for us to perform any other work at 
our private facilities at Hicksville 1 L,I. while performing 
our work pursuant to this purchase order. 

A similar question arose with respect to our bid, 
accepted on 2/8/57 1 to furnish a full production order for the 
same research reactor pursuant to subcontract S-332 with 
Associated Universities Inc. Informed that we could not 
receive indemnity from the Commission if special nuclear 
material for use on this job were obtained under license, 
we requested that the material be supplied under the contract 
with suitable indemnification. It now appears after extended 
negotiations that we will be able to agree on satisfactory 
accountability procedures which would enable us to-obtain and 
use the special nuclear material under the contract without 
halting other work which we may have for our private facility 
at Hicksville. However, we are still awaiting further word 
from the AEC on adequate indemnification. 

Dr. Davenport indicated in paragraph numbered 1 on 
page 3 of the written statement that our understanding of 
the Commission's approach to indemnification is as follows: 

111. It will authorize but not direct the regional 
offices to grant indemnities to reactor 
operators, reactor builders and assemblers-and 
fuel element suppliers in the following situations: 

(a) to direct prime contractors either at the 
instance of the cognizant regional office or 
at the insistence of the contractor; 11 

, ~~))jpj;e: We l_1i:1.Ve obtained limited ind€lmnification directly 
f'Fom ~he Savannah River Opera:t:l,.ons Of~ ice of' the- Atomic 
¥nE:irgy commission under O\li' prime contract AT (30,-1) - 1293 
with the .AEC. which calls-for furnishing fuel eiements directly 
-to . the AEC . 

11 (b) if· insisted upon, to the subcontractors of cost 
reimbursement type prime contractors on the 
theory that the low bid of the subcontrac_tor 
constitutes adequate legal consideration to 

' the Goverririlent for granting indemnity. n 

Example: We have obtained fairly broad indemnification under 
P.O. #7693 from Associated Universities Inc.,referred to above 
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and issued under A.U.I. 1s cost reimbursement prime contract 
with the Atomic Energy Commission. Initially we were 
tendered an extremely limited indemnification from A.U.I. 
covering only those hazards arising from source, special 
nuclear or byproduct materials, used, possessed or handled 
by us under the purchase ·order, and limited to 11availability 
of Commission funds for this purpose, and the obligation by 
the Commission of such funds under 11 the prime contract. At 
our insistence the Commission ultimately granted us a di~ect 
·indemnity covering the foregoing hazards and, in addition, the 
special hazards of source, special nuclear and byproduct 
materials 11Which the Government, Brookhaven or others may 
use, possess or otherwise handle in connection with the 
products furnished 11 by us under the order; the indemnity is 
subject, among other things, to 11available funds 11 and gross 
negligence, wilfull misconduct or bad faith of a director, 
officer or of personnel, generally speaking, having overall 
supervision of all or a substantial part of the work. As 
noted above we are presently in the process of attempting to 
negotiate similar indemnification in connection with a full 
production order for fuel elements for Associated Universities 
Inc. under subcontract S-332. 

On page 4 of Dr. ,Davenport 1 s written statement, in 
the first paragraph on the top of the page, he stated: 

11 A subcontractor for the reactor or the 
fuel elements may also be able to obtain, 
in more or less limited form, indemnity which 
the prime contractor has succeeded in 
obtaining from the C9inmission and which the 
prime contractor is authorized to pass on. 
However, the. Commies ion apparently will not 
grant anything more to any subcontractor of a 
fixed price prime contractor. In justification 
of the policy the Commission apparently reasons 
that the prime contractor is already obligated 
at the fixed price, and there is therefore no 
legal consideration for granting anything 
further to the subcontractor unless the prime 
contractor can demonstrate that it is otherwise 
impossible to get the job done. 11 
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Example: We have been confronted with precisely this situation 
in a bid on a proposed subcontract with Daystrom Instruments 
(P.O. #OE3019-P-8726), originally accepted 8/16/56, under 
Associated Universities Inc. prime contract with the 
Commission. We requested a more complete and direct in­
demnification from the Government than the extremely limited 
one which Daystrom was initially authorized to tender, Among 
other things, the indemnity initially tendered was "subject 
to the Commission's making funds available to" 'Daystrom for 
the purpose of the indemnity "under the Prime Contract". The 
indemnity would apply only to the hazards.of "special nuclear 
or radioactive materials or products or by-products thereof, 
processed, used or handled" by any approved subcontractor in 
connection with the subcontract with:;.;sylvania-Corning Nuclear 
Corporation, We have been informed on behalf of the Govern­
ment that since Daystrom has a fixed price contract there 
would be no legal consideration for granting to Sylvania­
Corning Nuclear Corporation anything more than Daystrom itself 
is authorized to pass on under its fixed price contract with 
Associated Universities Inc,, even though a prime contractor 
in a similar situation and alerted by experience to all of the 
details of the Commission's policy would presumably be able to 
negotiate into its prime contract broader and direct AEC 
indemnity coverage for both itself and its subcontractors, 
Despite the fact that we were low bidder on and admittedly 
compe~ent to perform the Daystrom job, further negotiations 
with the Commission have now placed us in the position of either 
having to turn the job down completely or undertake it with 
only limited indemnity. 

In the second paragraph on page 4 of the written statement 
Dr. Davenport stated: 

"The indemnities granted pursuant to these 
principles may be more or less complete. 
Frequently they will not cover liability 
which may arise from non-nuclear materials, 
such as moderators, supplied under the 
contract although such non-nuclear materials 
may be used in a reactor and may therefore 
subject the supplier to full liability for 
any excursion," 

Example: As indicated in the examples already quoted above 
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indemnities which have been offered to us have varied from 
fairly complete direct indemnities from the Commission 
covering not only liability which might arise from the 
nuclear materials which we used, possessed or handled under 
the contract but also from non-nuclear materials, such as 
moderators or fuel element cladding, which we have supplied 
and which might be used in conjunction with source, special 
nuclear or by-product materials contained or used in someone 
else•s products or facilities. Similarly, while some of the 
indemnit.ies offered have been subject to 11available funds 11 

others have been limited to funds available for the specific 
purpose and obligated by the Commission under the applicable 
prime contract. While some of the proposed indemnities have 
excluded gross negligence and wilful. misconduct and bad faith 
of supervisory officers and personnel others have excluded 
simple negligence as well. Other variations of lesser 
importance exist in the several indemnities. 

I believe that the examples given above illustrate the 
four points made by Dr. Davenport ort page 5 of his statement. 
By way of further illustration of point 2, negotiations on 

. Associated Universities Inc. P.O. #7693 referred to above 

. commenced with our proposal on 10/20/55, verbal acceptance 
by A.U.I. on 11/23/55 and continued through 9/12/56 when 
agreement was finally reached on appropriate indemnification. 
A substantial part of the delay was due to negotiations for 
adequate indemnification, Associated Universities Inc. was 
suf~iciently disturl;>ed by the delay caused by these negotia­
tions so that the award to us of the fUll production job 
under subcontract S-332 referred to above was jeopardized, 
A similar situation is presently developing in connection 
with Daystrom Instrument P.O. #OE3019-P-8726 referred to above 
in connection with which our bid was accepted by telegram on 
8/16/56 and negotiations are still proceeding with a view, 
among other things, toward obtaining adequate indemnification. 
As indicated above, this Daystrom purchase order also illus­
trates point 4 on page 5 in.that Sylvania-Corning Nuclear 
Corporation was both the low bidder on the job and is 
admittedly competent to perform the job but has not yet been 
able to accept.the job ·due to the fact that adequate in­
demnification has not yet been made available. · 

I sincerely hope that the foregoing examples will be 
of some help to the Committee in evaluating the testimony 



James T. Ramey, Esq. 
Page '6 May 1!$:. 1957 

presented by Dr. L'avenport and applying it to the proposed 
indemnity legislation. If we can be of any fUrther help 
please do not hesitate to let us know. 

Cordially yours, 

Howard M. Cohen 

HMC:ecl 

____ (1!111111!!11!1_,._,.... ·-··· ······· 
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INDEMNITY ! l. 

1. Notwithstanding any other provisions of this Agreement, it is agreed that the 
Contractor shall not be liable for, and the Goverment shall, subject to the 
availalil.ity of funds, indemnify and hold the Contractor hannless against, any 
and all loss or damage (including but not limited to personal injury, disease 
or death of persons, or damage to property) and any and all expense in connection 
therewith or in connectiorndth alleged loss or damage (including but not limited 
to the expense of litigation}, ariSing out of, based on, or caused by radioactive, 
toxic, explosive or other hazardous properties of source, special nuclear, or 
radioactive materials, or products or by-products therefrom, which the Contractor 
may use, possess or otherwise handle under or in connection vith this Agreement, 
whether or not any director, officer, employee, or agent of the compaey is 
responsible tr.erefor; provided, however, that this obligation of the Government 
shall apply only in those instances where loss or damage, and expense in 
connection therewith or in connection 'ltth alleged loss or damage, is not due 
to or caused by gross negligence or bad faith en the part of any officer of the 
Contractor, or on the part of any representative or employee of the Contractor 
exerciSing the powers, responsibilities and duties normally exercised by the 
plant manager having directxn or supervision of the vork undertaken by the 
Contractor hereunder, nor due to nor caused by wilful or grossly negligent failure 
to follcnr procedures ani standards approved arrl transmitted to the t.;ontractor 
by the Commission for the use, pcssession or other handling of source, special 
npclear or radioactive materials, or products or by-products therefrom, on the 
part of any of the aforedescribed Contractor personnel. The obligations of the 
Government under this Article shall apply only to the extent that the Contractor 
is not covered and made whole by insurance; provided, however, that said 
obligations shall not apply to any loss or damage, or any expense in connection 
therevi th or in connection with alleged loss or damage, if, and to the extent 
that, the Contractor is covered by insurance vith regard to such loss or damage, 
or such expense in ccrmection therewith or in connection with alleged loss or 
damage, but is not so made whole by said insurance because of some intentional 
misrepresentation by the Contractor in tm obtairunent of said insurance or by 
same breach by the Contractor of the terms and/or conditions of said insurance 
or of soJJe other act or failure to act on the part of the Contractor as respects 
said insurance. The Contractor represents that it is presently maintaining, and 
the extent of the liability of the Government under this Article is limited 
in any event to t~ excess over, the following insurance coverage, as such 
coverage has been reduced by loss or damage, and expense in cormection therewith 
or in connection with alleged loss or damage, prior t'O t1le date of loss or damage, 
or expense in connection tberewi tb or in cormection vith alleged loss or damage, 
indemnified against hereunder, where such reduction ha!!! not been reinstated in 
accordance w.tth the Contractor's normal insurance practice, all of the foregoing 
being on the basis or the aforesaid coverage being embraced in and covered by 
the allowance provided for in subparagraph j. of paragraph 3 of Article IV 
~reo£, to wit: 
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a) Fire, smoke, storm, and hail insumnce_, and similar property insurance 
policies on tb:! Contractor1 s Hicksville Plant and on all property of the 
Contractor 'therein, in dollar anounts sufficient to provide at least actual 
cash value coverage at all times. 

b) Public liability insurance against damages to persons arxi properties 
of employees of the Contractor (except for worlonen1 s compensation insurance) 
or of third persons, at the Contractor 1s Hicksville Plant or resulting from 
the Contractor 1s operations therein, in these dollar amounts: Five Million 
Dollars ($.5,000,000) per person and per accident respecting personal injuries 
and Five Million Dollars ($.5,000,000) respecting property damage. 

c) Insurance against damages to motor vehicles, not Government-owned, 
used by the Contractor in connection with the work provided for·in Article I 
of this Agreement and against damages to ~rsons and property resulting from 
operation by th:! Contractor and its employees of motor vehicles in connection 
with said work, in these dollar &lllounts: One Million Dollars ($1,000,000) 
per person and per accident respecting personal injuries and ~e Million 
Dollars 1(fl,ooo,ooo) respecting pro~rty damage. 

d) Tre parties agree that a minimum of tm insurance covered by sub­
paragraph a, b and c of this Article was in force prior to this Agreement and 
tr.at tt.e cost ttereof is included in tte rental charge for the use of the 
Contractor1s Hicksville Plant as provided for in subparagraph j. of paragraph ) 
of Article IV. The parties further agree that tt.e Contractor shall be 
reimbursed by the Commission for any additional cost of such insurance over 
am above the cost of such insurance at the date of this Agreenent, including 
but not limited to the cost of obtaining additional insurance to reinstate, 
in accordance with the Contractor 1s normal insurance practice, tt..e minimum 
coverages provided for in subparagraph a, b and c above if any of such 
minimum coverages has been reduced by loss or damage, or expense in connection 
tb:!rewith or in connection with alleged loss or damage, arising from, based 
on, or caused by work under or in connection with this Agreement. However, 
such additional cost as is due to increase in premiums for reasons other than 
reinstatement of the aforedescribed minimum coverages shall be reimbursed 
only to tb:! extent that such additional cost is occassioned solely as a result 
of the use, possession, or other handling of source, special nuclear, or 
r_adioactive materials, or products or by-products therefrom, that may be 
involved in th:! perfonnance of the work under this Agreement. 

tX~v·\ 
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Dr. Val.t.er .!. Uaa.ton, Geoe1"al Manapr 
Atordc ltluc7 DbisioD 
Sylnni& ll.eatria ~. IDe. 
P. o. l3ox S9 
Bqd.de, L. I., hw York 

Dear Dr. Uncet.on• 

As hu been 1Dl'or.al..l.7 ctiacuued ~liHil our rospect1 ve 
statra, SRP vill require the (!111'2Q1n1 or a rel.&t.inly 
amall quantity ot thorl• .:Lqa. Ill order t.o •at. saP 
llchedW.es. it is reque.t.e41 that a groaa maher or 5 ,200 
ban tberi• slns• be canaed at S71Y&Dia aD4 t.boM 
aoeept.able ahippecl to tbe laftnDah BiYW Plat. bT 
RoYea~r l, 19~. · 

AI & coroll..&r7 to t.b1• tborl• leaM•I, 4.,800 addit.icaal. 
Ke.rt nn ..m..checl uraai....Umin• all.oT 81.1118 ~be 
requ:1red. crr•r aDCl abon the quantiti•• in 10111" proposal or 
Augut. 8, l'IS6. It. nll. nGt. be MC88A17 to prerl4e theee 
&IH1 tioDal Mark VIII d.q• b)' the Ncn-abeJo l date 1 ve ldll 
UN uiat.1nc Karle VIII d.up an4 yov aubMqOeat. cum1ng 
ot the adttitiooal d~ 'td.ll be uaed tor repl.&ceMnt. 

We liU.l appnciat. reeel:pt or a IIN)Jpl.eMDtary propoaal !or 
theae qaaut1U .. &t J"'lD" earll .. t poaaihle oo'RYerJience • 
. - . 

It 71'\1. are acneable to peJ"tond..ng this ad41t.iooal wrk, · 
10U are henb7 aut.borlHd to procure the 111.teriala, t~ricate 
diu. m4 cara S,200 _t.borta. al\lp in aooordan~- 14th. the terms 
and CODiilU.. ot Coat.raa\ AT(l0-1)-1.29) aD4 -q let.tor to 
)'Oll or J\me 29, 1956, "ii be1ac 'UDClerstood that the tee 
applicable to thU wrk u wll a• other teraa o! the Ccatract 
v1ll be neg_otiat.e4 u eooa · u pouible. 

CCI D. B. Metz 
J. J .• Wise I a. & F. 
A. lof.(~~9.-t'44~al 
J. S. Hopkins 1 Admin. 

verr trul:r ;roun, 

'ltluton Davia 
Deputy- Manager 

Manager' sFiles A? .. ··-· 
-vr::Ln.J 

usooE 011407 
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.·.;: . 

P'iod !UciiiniJ;Ig of se~-rini~hed Harle. vri-A. ~~·· b~~s;.•e · ~e-~-~r:i,~~ · . 
in two internal letters ·or Contractor, Ma!ldar,o: .. to.·-'JII~~._,datelf;, .:·: , .. : .· 
Jime 22, 1959,' one on'· thil'lltlbject or prcicells' r).:cv• aDd"' th'i: ottie( ciD·-._ .. 
the IIUbject of producticin schedules, II inlclt .procedil~l a.zi,d. lehe_~~l! , 
are aodified .b7 a letter .dated Jul,y 1, 1959 troa,c •.. t. •. -~1,.:!f&M.ger' · 
ot the CoJiuaislli~ I 8. rernald. Arn Ot!ice,. ·to . the' ContractOr. and: m,::: . 
lfbich the deta1led.specifloat1ons tor the N&ChininJ-is also praYided, 
which letters are incorpor.ated- herein b7 rete~ilnce;. · ·· :" · · • · 

2. EXcept 111 .follow', all o! the prcwisioM of -l-aid Co~ract ·i.re 
applicable vith respect :ti,. the work added:·~~~bi•': -~· HOR!~, 

• -. • • o , • , I : . I :_:~~:':". •, :· ..... _;:~.;.. 

). Tha fiXed "tee tor the vorlc added herebT.·is 14;62) •• -:·>. 

h. =:!~Di=~~~!t: :r~~~:~r~·=~t!~~-·~~~~;;~t~:.:.~ts.~~f~:;tj;~·-··. 
s. $81, ns. has been o"'bligated !or the work h~reb7•·' .. (·~ ... -parag;~Piii:':~J': 

and 7.c. ot·Jrticle·IV o!Pr.iM Conti-act) and;pa7Jient8~to th..,,: .. -':), 
Cont.ract.ar ·hereunder shall be uda bT.. the Ccail!l!li!lt'•· ·oak. Ridce~';:::: 
Oper~aticaa. Office upon pruentat.ico b7 thA·.:.Cantract$!r'o! inTCiioee':'· · · 
to the Fernald Area. Office. · · . · · ·f""",.. 

~r\~\\tl.~ •.. r~ 
AGREEMEill' AMOJNT . I . -a.=· ~-

E!tilla"ted Cost Fixed Fee Total· 

$77,090. 

··>~? .... -:.·:·.: 

SYL00051135 
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~·~-:-,-,•~~~·an,-J •. Ol!ti'RiJtlitf·.•:;-·,·~·~",' 

2., ,·=~~~~-~-~-,1!~t:~=-=~~.~ .::rJ~~~ ~.Pttiiit4*J:.~;<~( 
32S tund tran.ter and idenUfi•Fd~ , .. t.IN!t.::~l'td.r .·tm~i_.l\\i,;.'::;."-:,1 
a attn v • -. . . . .-. ,_. . . . ,.:'ffi:·.~;::~:j•:O::··: 

.3. In order to auoci.at. theae ooeta ·With the .tini!lh*d ~t/·,' >::: ··· 
ehipped b:r S7lcor. to SR001 N1b wiU ~ · theee aoetll' .~ , .... ·. 
s,-lcor ae lin .AEC FCII'Il 32~ pJ"aduot 001at VimBfn llfter NCMdJ)ti·· . · 
ot th• traneter Jl!efttioned in 2. abOYe~~o I\ abould be noted: .. :· _.· 
that it w1ll not be poeeible rar M1.0 to nterenca thia t~ .. --, 
tar to a ehipping doctaent (AEC Ji'Ol'll 101) but inltt.Jid, wU1 · · 
1denti.fy the coeb by Sylcor imaice numbn.,, 

Ple&H adriee 11' the above propo.al •..U with rour appro.-1.,.:.-::o--;:-:',: ·.·_::.;:,.-
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....... J 

··:·:·.~·:}~-.~:::; .~·-'' 

\ \,.: ....... ·' 

G •. J,.. r.arl, Area llanager, Fernald 
Area Office 

J .. n. r~·acK{\V, Director o!' Finance, 08k Ridge 

SYIPOI.: AFI tTWO 

August 17, 19S9 

R.eferene·e 1~ n:ade to our memornndUI!I of Jtlly 23.t 19S'9.t to J' •.. .,}~~~.~: 
Direetor, Budget and Finance DiviiJiDD.t SROO,·. eymbol AFI tf1SO; · oi:~·'.thl · 
nbove subject, two copies of m1ch ·were forwArded. to you-.' :~ . .-o-·. · · · 
randu.m of July 301 1959, Mr. Wi:~e has advitJed nu that _the aee~t.ilig 
treatment proposed in our.July 2.3 memorandum u acceptable,·to·.'·.$ROOt!l<·. :. 
/lceordinr:ly, please advise NLO of the SROO concurrence on thfa ... ._tter•· 

cc: J. VT. Ruch, Director, 

BC: General Ledger Section 

Feed Mat Acct Acct Br Finance Div 

Oster: jw 

8-14-59 

·~·.c. ,, f" \ .) .. ,"'(..- ... 

("(\':"·. ,; . 
\• I ' ... I 

I .. 
I \ 
-i' ' 

.· 
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1.-

; Ktrli~tiYa" ·Ay«UIIt. 17, 1959, tbe ())ntraq~r- ehail pioooeed on 
ttnd.pu.ohil\tns otceelllld~hed Mark vn-.t.ooree at tllll 
o"p8Cit.,-: .. !n •P.cOr\llq\c~.wuh..:.all-tboiisation .trOJi ttr. c. t. 
[lid• Man.qer~o! til$ Colllliesion•e.re:rnall! Aree ott1~.-

2. The -~had t•~ .-peoW.fjd in p.vagraph ) 1~ tncreae~d~ il2,985. > 
All • J'enl.t.or th.!l· vork J.i!ded'hereby. ·' <.]; --_. • ' - ..... 

J •• r:.:-.:;i:~'i;,;t~{ ~; ~.~ .~ .. , m ;t,;;~~~; ~~~.' ~> . 
h. Th• ~~t obli11ated by paragraph 5111 inct_eu~d.J;lit;<,t2a9;Irr. ·_;: __ -.o~};, ·: . 

i;t:=~:.~1~~~·~~~~~lifl!1f· 
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CONTRACT AT(J0-1)-1293 

APPENDIX 11C" 

SPONSORED TASK NO, GH-4 
MOOIFICATION NO, 2 

WORK UNDER PARAGRAPH 2 OF ARTICLE I ,-;id-
14th December, 1959 ~~ 

This Modification entered into as of the~ day of~ effective 
January 1, 1960 except as otben~ise specifically provided herein, by and 
betveen SYLVANIA-CORNING NUCLEAR CORPORATION (the 'Contractor•), and the 
UNITED STATES ATCMIC ENERGY CG1MISSICW (t.he 1Gommissionl), 

WITNESSETH THAT: 

WHEREAS, the parties hereto have heretofore entered into a certain agreement 
known and designated as Sponsored Task CH-4 (hereinafter called the Agreement), 
such Agreement having been entered into on July 1, 1958, and 

WHEREAS, the parties hereto desire to l!lodi.f'y said Agreement, as herein provided; 

NCW THEREFORE, the Contractor and the Sponsor do JDUtually agree as follovs: 

1. The folloving new subparagraph is added to paragraph 1 -
Description of Work' 

During the period January 1, 1960 through March 31, 1960, 
the Contractor shall proceed vitb the final machining of 
semi-finished Mark VII-A cores at fUll capacity. 

2. The fixed fee specified in paragraph 3 is increased by $9,500.­
as a result of the vork added hereby. 

J, The canpletion d~te of the vork stated in paragraph 4 is changed 
to March 31, 1960. 

4. The amount obligated by paragraph 5 is increased by $133,iOO.­
as a result of the vork added hereby. The revised amount-of 
the Agreement is nov as follovs: 

EstiJna.ted Cost Fixed Fee Total 

Obligated Thru Mod. Ill $2<)3, .302.- $17,610.- $.310,912.-
This Mod. 1/2 123,6oo.- 2a~oo.- 1.32.100.-

416,902.- . 27,no.- .444,012.-

·. 
~. ;~. 

Nf\'K/\- St: 

~'-"~ct.'> I L. - ~lc 
~~ c.o...!-,...J- RL..., 

13o>< 1-\- 118- l'i 



Except as otherwise provided in this Modii'ication, all the provisions of 
the agreement as heretofore modified or auppleJDented aball remain in full 
force and effect. 

SYLVANIA-CORNrnG NUCLEAR GORPORATICN 

By: RJda· ttt e4tt'll141 
Garth W. Edwards 

Title: Treasurer 

U. S. ATCMIG ENERGY GG1MISSICN 
OAK RIDGE OPERATICtiS GE 

By: 

Titlet 
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'OHT!ACT AT(30-l)-1291 

Arrgpp •c-
!ORK UKPEB PAIA9aApa J.!f ARTIG;I I 

""-UIJ 

T~i• •odlflcatloa eal•~•d 1••• •• ot tbe ~ da7 ot !areb. 1ft! bf aad 
betw .. a SILJANIA-COIRING "UCLIAI GOlPOIAT~(Ike •c .. tr~etor' • aad 
th UJIITlD S'rA'fiS ATOIIC EJtUII\' COllllUSIGft hllo •eo..tuloa ') v 

wmuaua tBATt 
. . 

waus, t•• panloa llel'eto lane lae~•t•r• btMed·t•l• • ooru.la ••~"••­
... , taewa ••d deJlgaated •• Sp••••~e4 raat CB-4 (llerelaartor o•lle4 t•• 
Atr .... at). auoh Aor• .... t ••rl•g ~a ... oatared lato oa Jalr 1. 195f, ••d 

IBIRIAS, ••td ~ ..... , kas beea .odttlod llere,atowo ia • aa.ber ot 
r••P••t•• aad tbo pal'tl•• llew•~o doatro \e _..Jt, ••14 ........ , ,.r­
tll•~. •• ••r•l• prowld .. t 

. ,. 
ROI TBBREFOI£. t•• Coatraotor ••d tke Sp .. 1or do •atMallf a,roe aa tol•~ 
low•• 

1. l'ke tollowlaa aew nbparagnph b adtld to ,.l'agrapla 1 - · 
DeacrlptJo• ot Wawts 

:z. 

J, 

... 

Dul'1av tk• period Af~"'' 1. 19~ t~ .. ,, JMao 30, 1960; 
til• Coatraator 1llal •~•a .. d wl&b tbe tt.•l .... tatag 
ot aeaJ-tl•l•~•4 Ma~k WJI-A ••~•• to ~ ~·••tl&iee 
•P••1f1•4 bJ • o .. ttd .. tlal lettar .. ~ed ~Ol 4, 1960 
llro• C •. &.. lal'l, •••t•r of tJae coa.t ... IM"t re~aUd 
Area otrtoo to tbe Coat~aotel' ••• Wki&k letter la 
laeorperated - ... ta '' ~etor .. ~~ 

ne llxed l•• •••aUl·ed b -,.n,npl J 11 bn• .. •d bp 
$5,020~- •• • r•••lt of ~. work •4ded laer•bJ.• 

Tbo •••pletl•• date of tbe wort •••ted la paragrapb 4 I• 
oJaaaged &G J••• ~ •.. 1940.· 

Tb• •••••' obl1ga&ed ~1 paragrapb a le laore•••d bp $88,810.­
a • a l'oJMlt et &lae work added Jael'RJ•!" tbe l'eYhed •••••t of 
~be Ag~••aeut 11 ... •• follow•• 

ObUga Ud Thn 164.- q $.tU. .. tD2. •.. 
TU a Mod.. •s II. 7!0 • .; 

taoo.&n •. 

tu ,·tio. 
s.m. 

tn,no. 

%JW.l. 

f44•.on. 
Q8,111Q. 

tiD,&It. 
. NltfU\ -sf£ 

_$e.. ... ;-_ ''" - 00:: 
'i;.}'.)IL. c-r.-~ 

"1\--~!f-j ~:a-\~ 

usooE o13695 
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-·-
&xoop~ •• •\ke~•• proylde4 l• \-1• ... lfl~tle•. all tbe 
proYlllODe of ~'• ag7eoaeDt •• b•~•totore .od!lled or a•p­
pl••••\ed sk•ll ze .. la ta fall t•~•• ••d .tteot. 

Tlt.le __ T.L'&.UUJ'LII~~o~tu•ux.._ ____ _ 

a. a. An•K•~~~~~~­au IJDII OPDA'fl .. l OJ'I'ICE 

~-

"*=' ......... 

v .. 
'i 

usooE o~3696 
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ll' • .;--r .. -. .. .. 
SPONSmED TASJ: NO. CB-lt 
ilODIFICinOR Ro. h 

OamllCT Af-(30-1)-129) 

APPDDI:I "0 • 

lfCR!: UNIER P.AlWJRAPH 2 CF AR nctE I 

~015 

'lhis ll~ication entered into as or the ~ ~ or Jtme • 1960, 
by ami betlfeen SILVA.lf!UQI.NDD ~ COR.PatA. (the "Contractor•) 1 and 
the UNITED STAml .lTQQ.'C ENEROY CCDDIISSION (the "CDIIIId.aaionl'); 

WITHESSE'IH 'IHA. Ts 

1IBERXAS 1 tlle parties hereto ba"re heretofore entered int.o a certain 
agreement kn01111 and deBignated as Sponaored Taalc CH-lt (hereiDatter call.ed tbe 
"Agreement"), eueh ~ement having been entered into 6a. Jul;r 1 1 l9S9J and 

"'tHEREAS, said .l.greet~~ent bas 'been modi!ied heretorore 1D a n'l!lllber .oE 
respects, 8nd the parties hereto desire to JIIOd:U;y eaid .lgree~~~Bnt !urtber, as 
herein provided; 

NCW~ l'HERE10RE, the Contr"actor and the Sponsor do 1:11tuall7 agree u 
!ollon: 

1. 
o! Work~ 

,. 
. . •4 

'lbe !oll.atring new BUbparagraph 1a· ad:cled to Parqnph 1. - Deecripti?D 

During the period July 1., 1960, through September JO, 1960, the 
Contractor aball proceed at full capacity nth the !inal. ~ninl( 
o! eemi-tinisbed llark vn-A cores u heretotore ~ded 1D the. con­
tract and in accordance rl t.h the cont:1.dent1al. l.etter dated olune 7, 
1960, !raa C. L. Xarl, llanager o! the COIIImi8sion1s Fernal.d !rea 
o.t'!ice to the Cont.ractor, which letter :13 hereby incorporated herein 
b7 reference. 

2. :!he fixed tee epecified in Paragraph 3. j.a hereby 1Dcreased by 
$3,L.9Ci as a result or the work added hereby; provided, bawner, tbat. :1! tbe 
Contraotor is not eucceas!'Ul. in produciJJg briquettes and reverts t.o caidation 
or scrap during the ~riod or·tbie extension, the parties agree to negot.iata in 
good faith an appropriate reduction ot the .fixed fee. 

3. the completion date or the work stated in Paragra}il. h. is cbange:tt ..of. · 
September 30, 1960. &4' 

$61,640.-
h. 'lbe amount obligated by ParagraJ:h S. is increased b:Y MS,c"tl& u a re­

:sul.t o£ tha -work added hereby. 'Ibe re~ed amount ot' t.be Agreement 1& nOif aa 
!ollowst 

USOOE 013697 
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.: .. · ··.; 

.... ~ .. .. 

. .; . 
. • ~_I 

Obligated thru Mod. 13 

lhis :L!od. HL 

- 2-

Est.imated Cost 1':Ued Fee 

Except .., otherwise prcwided iD this Kod:l!ication, al1 the proviBioDS of 
the Agreement as hereto!are :.mod:l:!ied or supplemented sbal~ riiii.Bin in tul.1 !'arce 
and effect. 

:·'"1:;1~ 
7 Garth w •. !'.cblardll 

TI'lll:: 'Trea.anrer 

USDOE 013698 
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SPONSORED TASK NO. CH-u 
MODIFICATION NO. 5 

COllTRACT AT-(30-1)-1293 

.APPENDIX 11 C11 

WORK UNDER PARAGRAPH 2 OF ARTIClE I 

This Modification entered into as of the 30th day of Septembe7 
1960, by and between SYLVANIA-CORNING NUCLEAR CORPORATION (the 
11 Contractpr11 ), and the UNITED 9TA'l'ES 1\..TO:r.ITC ENERGY COMMISSION (the 
11 Commission 11 ); 

WITNESSETH THAT: 

WHEREAS, the parties hereto have heretofore entered into a cer­
tain agreement !mown and designated as Sponsored Task CH-4 (hereinafter 
called the 11Agreement 11 ), such Agreement having been entered into on 
July 1, 1959; and · 

WHEREft-3, said Agreement has been modified heretofore in a number 
of respects, and the parties hereto desire to modify said Agreement 
further, as herein provided; 

NOW, THEREFORE, the Contractor and the Sponsor do mutually agree 
as .follows: 

1. The following new subparagraph is added to Paragraph l. -
Description of Work: 

During the period October 1, 1960, through March )1, 1961, 
the Contractor shall proceed at full capacity with the 
final machining of semi-finished Mark VII-A cores as hereto­
fore provided in the_contract and in accordance with the 
clas·sified letter dated Septeinqer 9, 1960, from C. L, Karl, 
Manager of the Commission 1s · Fern.ald Area Office to. the 
Contractor, which letter is hereby incorporated herein by 
reference. 

2. The fixed fee specified in Paragraph 3. is hereby increased 
by $8,900 as a result of the work added hereby. 

3. The completion date of the work stated in Paragraph U· is 
changed to March 31, 1961. 

rJf\K.A. -)t 
sQ._ .... :-Q..., r t:. - oo..k "1Q.. c.,.,.J.,J ~ 

Pt.)(_ fl-11?J-I~ 

NARA 001827 
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- 2 -

L. The amount obligated by ParagraphS. is increased by $157,200 
as a result of the work added hereby. The revised amount of the Agreement 
is now as follows: 

Estimated Fixed 
Cost Fee Total 

Obligated thru Mod. #u $558,842 $35,620 $S9L,462 

This Mod. #S lh8,300 Bz900 157l200 
$707,112 $44,520 $751,662 

Except as othervdse provided in this Modification, all the provisions 
of the Agreement as heretofore modified or supplemented sh~ll remain in full 
force and effect. 

SYLVANI.A~CIEAR CORPORATION 

BY:~~ 
TITLE: P1. £.S I Dl{tC1 . 

U. S. ATOMIC ENERGY COMMISSION 
OAK RIDGE OPERATIONS FFICE / 

BY: ~. -~ ./ 

Humphri~ 

:: 

TIT IE: Director, Contract n;,osjan, DBOO 

NARA 001828 
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SPONSORED T.ASJr NO, CH-L 
. IIODIFIC.&.TION No; 6 

'. 

CONTR.&.CT AT-(Jo-i)-~~iJ:.,_:::-·_ .. _. 

·!PPENriri wC.\ .. :;: ;:,.~.'~'-~.:::;~ ;·; 
woRK mmiR- iwwPH 2 :'or ~ilihcii { ~::·: · . . . ··. . 

1961, .;fi ~;~;r:i~~~·~~-!-~~:: 
"Government~}, :·a~tJ.ng~_through ,.\lle '-lffll~-.Sf!~ .• AT9~9:•EN~Hil}CP~Iq!f_~:,; .. : 
(hereiliafter. called the·· 11Com!idssfon11'), SYLVANI.t;.~:;fiiJCLUR':COlll'ORAf.ICJJr~;: 
(hereinafter. ca:iled ··.the.- ~Original .C6ntraotp;O.~l .. ;,md:~~V~I.t .. ELEC1RIC1;:: •:;·-~;~,: · 
PRODUcTS,.- ;INC., -:;sneeR: D.;rviSIOIHhe~ izlattef~ii~~-if.~·&: .~succe_~·s_o~,;CoJ;~tr~o~oro 
or tbe "CotiiracUir")J - · ··-:· '· ~:.~:---·;-· .'·.:::::~~-~-~: :-~~:':·· . · · · ·;:.>.;i:Y,~~>·. 

wiTNESSETH THAT 1 ... ·.•:~ --

WHEREAS;· the Government· and the Original C)oirt.r~ctor .:erttered irito ·_-~-­
certain agreement. knOII'n and designated as Spollllored .. Taslc CH-4 · (hereiria!ter 
called the· "Agree~~ent") ;· such }.greement having .been .'ent·eriid' into on· JulY 
1. 1959, and having been modi!ied heretofore by llodi.t'ications ·1 through 5; 
and 

WHEREAS, at a meeting o.f the Board o.f Directors ·o.f the Original 
Contractor held on December 20, 1960, o.f.ficial action was taken.to dis-· 
solve the corporate 11tructure ot the Original Contractor and tb establish 
the Original Contractor as a division o.f Sylvania Electric Products, Inc., 
e.f.fective January 11 1961; and -

WHEREAS, the Successor Contractor has acquired all of the assets 
ot the Original Contractor and has assumed all ot tbe liablli ties ard 
obligations o.f the Original Contractor; and 

WHEREAS, the parties hereto desire to modif.y said Agreement .further, 
to provide .for the continue·d performance th5reo.f by the Successor Contrac­
tor, and to provide additional changes as hereina.fter set .forth; 

NOW, THEREFORE, the parties hereto agree that the Agreement, as 
heretofore modified, is hereby modi.fied further in the. toll Oiling particulars 1 
but in no othersa 

1, Etfective January 1, 1961, wherever the word "Contractor" ap• 
pears in this Agree~~ent, it shall be ·deemed to mean Sylvania Electric 
Products, Inc._, Sylcor Division, · 

SYL00051294 
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2. The Successor Contractor shall perform all obligations and as-. 

sume all liabilities of the Original Cnntractor as set forth in said J.greement, 
as amended, which have not been. previously pertormed and-satisfied. The Suc­
cessor Contractor here~ ratifies and confirms all actiOns heretofore taken 
by the Original Contractor with respect to said.J.greement with the same-force 
and effect as·u the ·action had been taken. by the Successc)r .. Contractor~. 

· 3·~: T~ .~ig~nal Con~actor::~e;eby ::o~h~:\li~ ;_~~~~nt~: c~~veyance 
aod transfer .. or 'tht J.greemen1;.:to th8 Success:or.::cori~~aetor·~: and does hereby 
release~ .wiii,dl:licharge the·Governmsnt-·and· tM;.c~·s~on .t)'oili, and does._he:reb1· 
waive, .any .. aDi all. clai.Dis, demands.:, .:and righ~;:~gidniif the'. Government .. and/or- . 

:~~~~~~iJ!~~-~-~~e~~~-,~~!ict_f#')~~~?!~.~~-;;~-~~.;~-~~'6!d:~~j4~~~~:: 
. • .. . .. ···-~·.J.:~-:. 

li • . 'The Government hereby. recognizes. the>S"uceesl!or Cont;'actor:.u;~tne. 
Original. Contractor's ·successor· in-interest iri::and .to_;~ lgreement.• -!l.he .. '· .... 
Successor Contractor hereby becomes. entitled 1:o. all- _right,. title, and:'interest 
of the Original Contractor in and to s8id Jgreemmt in.'aU :respects as 1'! the 
Successor Contractor were the original party to s·aid Agreement. ·- ..... - ., 

5. Except as expressly provided herein, nothing in this jgreement . 
shall be construed as a waiv~r of <IllY rights of the Government e.!ldlor Com­
mit~a!.c-r:. against the Original Contractor. 

6, Notwithstanding the foregoing provisions, all payments end reim­
bursen:ent-a heretofore made by the· Government to the Original Contractor or to 
the Suecessor·Contractor, and all other action heretofore taken by the Govern­
ment &,d/or the Commission, pursuant to its and/or .their obligations under 
the ~greement) shall be' deemed to have discharged pro tanto the obligations 
o! the Government and/or the Col!llllission under said Agreement. All p~nts 
and reimburserents made by the Goverrment after the date of this ~greement in 
the name of or to the Original Contractor shall have the same force and ef­
!e:.t as if made to the Successor Contractor and shall constitute 8. complete 
discharge of the obligations of the Goverruoent and/or the Commission under 
.said ~greement, to the extent of the aoounts so paid or reimbursed. 

7 • Delete the subparagraph added to .Paragraph 1. - Descripti~~ of 
Work by l!odifi.eation No. 5 to the Agreement and substitute· therefor the 
fo::.lowing 1 

"During the period October 1, 1960, through Uarch 31, 1961, 
the Contractor shall proceed '111. th the final machining of semi­
fi!lished &lark VII-A cores as heretofore provided in the Agreement 
and in accordance with the classified letters dated September 91 
1960_, and December 211 1960_, !rom c. L. Karl, Manager of the 
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· :c~umd.ssion's Fernald: Area Offi'ce, to'·t!Je &ontractor and contr~·e._ 
·tor's letter tiated Januazy 5, ·1961, to vr,: Karl, llhieh ·letters 

.. are hereby ineoi'J?or~te~ herein by ref'ere~ca_.~ :.· ··;i··_ . 

... 8 •.. ,The :.fixed.f'ee spe~ifi~d ~-Paragrap~~j·: ·ia:.h~rebr- i.ncr~aseci·.·by . 
$h94.oo;:-re.tleciing· a(ijuStmenta b··!ee .raaulting·'~enli>:ihe :chaDges iri·thil. scope 
of ;rork. rii!errei:Lto:m 7• ··above"i ilicFa,redtiction in ·"tee' or: S266·.oo f'or ··the·: · 
period- Jlil.T~~: :19.60; tb:Co'ligh &!ptelilb~ · 'JQ{ ~960;·:: ~ir:e!la ·. bf·)he. plirti~s ::a.:(·--- · 

~~ov.~:fl~ii.:!t;+~~:li~f5i~:}k~f:f~!~~~b;';fiJt~lt~:;~:-:i 
as a res.ult.;:~t "too.:·:cha~ea. in!work·. a.na;;ildjils.tllllll ts'-'lliiiil.id1edlli~' ~-;~granslid~· .. 

u~· '''.Utf,~;--~ "t:? ":~{~.·;f:;t-{; .. ,~I~j~~;,~ . 
_,_._-.. -.. -":- -.: ··-."';~::..:..:::_·_· 

Obligated thru Modification Wo. 5 · 3707,142,00· ·!b4,520.00 $751,662.00 

This ModifiCation No. 6 12,700.00 494.00 

8719,842.oo tLs,olG.oo 

l3,19h.OO 

$7611,856.06 

Except as otherwise provided in this modification, all the provisions 
o! the Agreement as heretofore modified or supplemented shall remain in full 
force and effect. 

WITNESSESr 

1•1 u. ·c.· eunea · 
111~,-.iano·Yonc 

(Addrese) 

1•1_ OriOII ·GOlde 

Bicill:nilh,Nn!Ol'k 
(Address) 

UNITED STATES OF ALIZRICA · ·. 

BY: UNITED STJ.TES ATOMIC ENERGY COMiliSSION 
OAK RIDGE OPERATIONS OFFICE . 

BY: /r,/ B·;:.o;. ~ 

TITLE r M&r~o;;.;~ciJh OEOQ 

SYLVANIA-c<RNING NuCLEAR CO~.OIU.TipN 
BYr /e/ t.e' J4'·Dnit§an '~·-! 
TITLEr ~ 

INC. 

BY: 

TITLE: 

SYL00051296 
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SPONSORED T/ISK NO. CH-h 
MODIFICATION NO. 7 

CONTRACT AT-(30-1)-1293 

APPENDIX II Cit 

WORK UNDER PARAGRAPH 2 OF ARTICLE I 

THIS MODIF.I:CATION, entered into as of the 28th day of April , 1961, 
by and bet we~ the UNITED STATES OF A11ERICA (hereinafter called the 
"Government"), acting through the UNITED STATES ATOMIC ENERGY OOMMISSION 
(hereinafter called the 11 Commission"), and SYLVANIA ELECTRIC PRODUCTS, 
INC., SYLCOR ~VISION (hereinafter called the "Contractor"); 

WITNESSETH THAT; 

WHEREAS, the Government and the Contractor entered into a certain 
agreement known and designated as Sponsored Task CH-h (hereinafter called 
the "Agreement"), such· agreement .having_ been entered into on July 1, 1959, 
and having been modified here'Eofure by Modifications 1 - 6; and 

Wf.EREAS, the parties hereto desire to modify said agreement further 
as herein provided; .· 

NOW, THEREFORE, the parties hereto agree that the Agreement, as 
heretofore modified, is hereby modified further in the following particulars,· 
but in no others: 

1. The following new subparagraph is added to Paragraph 1., 
Description of Works 

11 During the period April l, 1961, through September JO, 1961, 
the Contractor shall proceed with the final machining or semi­
finished Mark VII-A cores as heretofore provided in the Agree­
ment and in accordance with the classified letter dated March 
16, 1961, !rom C. L. Karl, Manager of the Commission 1s Fernald 
Area O!fice, to the Contractor and Contractor 1 s letter dated 
March 27, 1961, which letters are h$reby incorporated herein 
by reference.n 

2. The fixed fee specified in Paragraph J. is hereby increased by 
$7,670.00 as a result o.f the work added hereby_. 

3. The completion date of tre work stated in Paragraph 4 is changed 
to September JO, 1961. 

NI\Th -~c-
5e.v;~-. 1{,-L)"'.I:::.CJ'j 

CoV\.{v=} r:;1~, 

QoK 1-/ - F!<i3- 1'5 
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h. The amount ·obligated by Paragraph 5. is increased t:y $135,460.00 
as a result .of the work added hereby. ·The revised amount of tte Agreement 
is now as follows: 

Estimated Fixed 
Cost Fee Total 

Obligated thru Modification 
No. 6 $719,842.00 $45,014.00 $76L,856.00 

This Modification No. 7 127,790.00 7,670.00 135,460.00 

$847,632.00 352,684.00 $900,316.00 

Except as otherwise provided in this modification, all the provisions 
of the: Agreement as heretofore modified or supplemented shall remain in full 
force and effect. 

WITNESSES: 

M. C. Cullen Hi:::Y. 
}~ 

G. Golden 
Hicksville, N.Y. 

(Address) 

UNI'J'ED STATES OF AMERICA 

BY: UNITED STATES ATOMIC ENERGY COMMISSION 
OAK RIDGE OPERATIO OFFICE . , 

BY: 

TITLE!. 

S YLV/I.NIA ELECTRIC PRODUCTS, INC. 
SYLCOR DIVISION ·-....._ 

~:. lYP) lr 111i; 
D. B. Me z · 

TITlE: Manufacturing Manager 

oRoo 

NARA. 001807 
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CONTRou..£0 NUCl.£AA IHfORIAA 1lOH ! 
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Ofklll . 

V.M Ganlnef'.OOE~~ · 
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H • J • Ilonahu.& 1 Chief 1 Reactor Materials 
Branch, Technical a. Production Dirtsion 

UNCLASSIFIED 

June 5 1 1961 

CONTRACT AT( 30-1 )-1293 1 SCOPE OF VORl: - MARX V-B POO<lRAM 

TM:IIJD:jb!' 

Document No. SR_TM_
7709 

This document consists of___L__pages 

No. _.3_ of ---8-- Copies, Series-.t--

A consideration ot the ohange in estimated Mark V-B ''best efforts" hardvare 
schedule, shirting the empbaaia troa less costly outer fuel to 100re expen­
sive inner fuel, at an eatim&ted ineree.se in coat or approximately $25,000, 
vi th an increase ot approximately 100 total piece a might be conlllidered a 
ma.rg1 nall y significant change in scope. Hovever 1 vben this change is con­
sidered together vith the a&Utiona.l work (est1mtlted to coat appt'OXim!ltely 
$42,000 more) and described in the Sylcor proposal !l8 "produce adeqUate 
mechanically attached f'1n.ned pieces for nov and reactor teats as vell as 
••••• pieces or the locked fllel seta, a new developaent by- Sylcor Division,·· 
the cbangea certainly conatitute an increase in scope of vork <rrer that 
contra.etod !'or beginning April 1, 19()1, aa J.bd.itica.tion No. 21· 

Technical a. Production Division COD8idera that the latter developments are 
moat 111gn1tieant eontributiona to the overall Mark V-B production progrsm 
in Savannah lU. ver reactors. The mechanically. attaehed tin pieces vill be 
produced for nov testa at Sa.vaz:me.h River aa-·aoon as the special aluminllll1 
components can be procured tram Alcoa. It satistactory nov tests result, 
a..dd1.t1onal pieces 'llill be procured tor irrad.ia.tion testing. The potential 
coat saTings associated vith tM. development a.re estimated to be a drop 
in :t'abrication coats rrom. tbe current $9·50 per pound to $1.50 per polmd. 

An eTell 1110re signifi~t deYe.l.OJI!IeD.t proposed by Syleor is the locked rib 
design vhich utilize.. tvo euil.y fabricated un.!inned pieces .assembled v1th 
a set of aluminum. tina rigidly locked into place after fabrication a.nd 
inspection. Tb.e tecbnieal and eeonomic aspects of this concept have been 
presented separately to BROO ~t and du Pont management at \rilming­
ton, and haTe·; been received at both places vitb eona1derable optimil!llll. 
A s1m1lar preaenta.t1on is aebeduled tor du. Pont !!!8AAgement at SRP on June 7 • 

~ 
The eeonomio potential bere 18 e_1timated at a decrease 1n fabrication costs 
tl'OIIl the CI.U'X'eUt ·$9 ·50 per pound to ~ per pound, the latter being slightly 
lover than the current Msrk VU-A tabr1ca.t1on costa. It h the intention 
or ~ and du. Pont 11JtU11l8'e"""t to pu.raue these coneepta vigorol18ly at lea.ut 
through the irradiation 1tage. 

Distribution: 
lA - Files UNCLASSIFIED 
2A - A. M. Coker, legal 
3A - R. A. Mcl'eely, Adm. 
~A - A. Y. Morgan, B&F -

Classification C11ncelled 

USDOE 017377 
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WEREA~·,:··:th~ Go~·ernnierit. ancfc the Co•nt:racto;;:;~·~t:ari~~~-Ii.iiiP.~/c!~l:'tj 
agreement ·know· and· designated· as Sponsored 
the "Agreement"), suc·h agreem~nt having been ~ntered­
and having .been modified heretofor~ by Modificatii;l'nii· .. · .. 

WHEREAS·, the parties hereto des ire to modify said agreement f.urther 
as herein provlded; 

N:lW, THEREFORE, the parties hereto agree that the Agreement, as 
heretofore modified, is hereby modified further in the following particulars, 
but in no others: 

1. The following new subparagraph is added to Paragraph 1., Description 
of l~ork: 

·~uring the period October 1, 1961, through March 31, 1962, 
the Contrac·tor shall proceed with the fina~ machining of 
semifinished Mark VII-A cores as heretofore prbv~ded in the 
Agreement and in accordance with the classified- letter dated 
August 28, 1961, from c. L. Karl, tlanager of the Commission • s 
Cinciiu\atli oArea 'Off ic~>, to' tha .Contt-actot>'ialld'·:i::ontractor• s~·;t.et<o 
ter dated September 13, 1961, which letters·are hereby 
incorporated. herein by reference." ': _:. 

2. The fixed fee specified in Paragraph 3. is hereby increased by 
$7,950.00 as a result of the work added hereby. 

3. The completion date of the work stated in Paragraph 4. is changed 
to March 31, 1 '}62. 



..::~':g,&~itJ:·j~i:~~~t;·:: :_·.: ;;:-~~'6C\';.,6_¥t-;O,OI~~'(:,;C:fll"';·OI4 
of the: Agreement. as heretofore modified 
for<!e and -effe<!t. -: 

WITNESSES: 

/a/l!Uton ftJll. 
lW.t.on &11 -

· H1olciiv11'lAI. lint YOI'k 
(Address) 

UNITID STATES OF AMERICA 

BY: UNITED STATES ATOMIC ENERGY OOMHISSION 
OAK RIDGE OPERATIONS OFFICE 

SYLVANIA ELECTRIC PRODUCTS, INC. 
SYLCOR DIVISION 

BY: f.J 1)
8 

ei .... · . 
. -D.--' IIi.- ·M~W:-

TITLE: - ••ilr.at.Wintlflnw .... · 

I 
I 
I 
l 
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Hodificatios le. 2t 
a.,,t ... atal Aara ... at to 
Coatraet lo. AT(l0-1)-1293 

Tr•~fer of Site. Tba Coatractor •ar••• aot t• ••11, 1 .... , lie•~•, 
or -otbuviu ttaadar crwuraaip or occupaacy •f aay part of lt. lad, 
bulldiaae, or facilitiea •• (1) lite A, er (2) the araaa, t• .. t~r 
vlth b·.d~-l~~~!! ,.- •=: ... "_"~·~·'!. ... ~--:'"7-·-:. ~.J:t:~l t-:. :·.:· ~ :;.~--.:.;i;;L.-t~:). !., 
-.pp .. D.Il1.A "()"' .::t t:hl.• .,~ .... at vitbnt ..,ready .. ldaa auca aala, 
laaaa, lic•~•e, or otaar tra .. fer aabject te t~ prOYlaloaa af • .-. 
paraiTaph (d) o! para,rapb 2. ef Article III - Ill!• lJli!AIJOI 6!J 
TDXIUTIOW, of thia Aar• ... at. T1aa Coatracter futaar •ar•u taat 
ia tba avant it lalla, laaaaa, 11ca .. aa 1 or 1t~rwi1e tra .. fara .... r~ 
abip, occupancy, or po11aaaioa of auy part of ita la .. , ~uiltiaaa, er 
fac111tie• referred to ia tkia paraaraph, it will ~1• tae CoTar..eat 
baralaaa fro. aay aad all da:uaa that .. , raa11lt t• tlae ~t fr• 
a~b .. 1., 1 .... , U.caue, n traaafer. -

· -4. ' ~r~t Aetb1tiaa. The Ceatractor aball aot aaaaa• ia or parait 
Ofhi~o ••aaa• 1a act1v1tiea at lite A •tbar thaa act1Tit1aa ia the 
perforaauce of vork uQder thia A&re ... at vitbout tbe appr-.el of tba 
C'-luion. 

1. Tar.. Subject to tba prOTlaloa. af tbia ArticlaJ the period of perferaaace 
ottba work under thia Aar•-•t ahall ea4 oa S.pt..O.r 30, U62; prOYida4, 
bo-;•••-c. tha.t tba Cnu..aat, 1a iu ••1• •tecretl .. , aball llua tbe a~­
lataral ri&ht fro. tiiN te tiiN to axt ... tba pedo4 of perbn ... c:• •der 

-- til!• Aar ..... t lft.a··e ... ec•tl••· ••rt.O.·····,.n.octa tktoqla lapt.-ber 30, 
1964, -,oa writtaa aotlce er aetlce• t. ~ Coatracter •f it1 iateatloa 
to ~·u tba Coatrect for .. cJa perie4 er ,.rto4a. Jacb .. cit writtaa 
ROtica aball ideatify to the Coatractor tba acope of vork to ~ p•rfor.e• 
b~ ttP. Ccntractcr duri~i the period iu which the CoRtrac:t 1• to be ext~4. 
'Ibe a.ouat of fiufl faa for .. ch Coatrect axte~ioD 1hall ~. ~Wtaally 

- aareafl upon, aad faihra to •&r•• ~ ... 1ull .,. u ... cl h N a llhpata 
•• to • q .. attoa·of feet aa4 •hall.,. ••ter.iaad in accor~ac• vitb tha 
C.D*ral Provia1oa aatitlei DtSPUTIS. hereof. .the ri&ht• aa4 r ... diaa •f 
tba c:nar .. at for •111 fdlur• af tka Colltractor, for rNIOU NJ~ 1U 
coatrol and vbicb dt• a.t ra•ult fr .. aay act(•) or ..taa1o.(1) oa ita 
part, to aaraa to aay nteuiea of tJa. parie4 or peri04b of parforwaaca 
proviclafl for b thh paraaraph ahtlll H lbdta4 to the prOThiou of 
•ubparaarapb (d) of paraarapb %. af Article III • JI!K, IJl~IIQ! A!R 
TIIKJ!CAUOif. • . 

2. Tarw:iutioa. 

(a) Jcn- Dehalt. The plrfanMace of tba work udu- par•II'•Pil l of 
Article I aad .-dar aay or all •f tba aare ... ata uclar para_arapll 2 of 
Articl• I ~y ~. terai .. t•4 by the C~~~tr-~ ia w\ol4 ~r 1~ ,art by 
r•••o• of tba ~raaca ~7 ~ Ceatractor •f aay •f t&a prOY1a1 ... of t&ia 
&rr•--•t. The p.rfanaaace d tb worlr. .... r uy Jpoa•or Aar .... at .. , 

~ ~ ·._ . : ~i--4:~-:..~0· :_~ .. ~- . 
..... ) - :._-:.._.: ·.-.· -"' 

~~~tJ-~·:·~<-~-~- ~-~~.~~- .. ~ ';_ : -,~~F-,to~~~;;,~~~Mp;tl~~~. :: ~'£~_!( .... •c•· .. 
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-...utcatloo ••· rt 
lupp 1-.nu l Aau.-at to 
Contract Ito. U(lO-l)•UU 

'- teta.l.utM ~J u• lpOfttOr h vtu.h K h. put ~Y ruaoo of the wut~ 
~ eU Ceatreetor in u .. d ~ .. u work of aay of th.o proda1ona of t.ki• 
• .....-:,- W'uu ~tk reueu"~ au pnctiubla, lathe Uaht of U.. 
.. ~ •f ~ "r••ck an4 ttt eff~t oa the ot~•r party, the Co..itt1.a, 
or f-~-ft ~;;~f;·'Q~ ~:-& tht .·-~~;, -:1~ •':" 9-p·:-::-~f:.\):-" '-!f~~r.·!~!' ~ '•·:!.!~ :'iH-""' r.~':: r:('H'1~"rf."'t-r..­

nUc- -.dole .t tJte kUC .. IU Of i U 1atODt to teraio.ato by ':IUOU U .. ljt• 
ef .... t1ae ~rtW:UUty to cun tJ.e IIAafnlt pro.,tly. · 

(') '-e !f.h";JM•PS• tC \llf Gcr!tTMtpt. The perf.-.ou of tba work 
-.lu t.: l thJ.a A~ .... ltt or any part of uU •or\ .. , h ul"'lll• 
MU4 ~ tM ~ui .. tor t'- toauaiaac.e of the Govar-.nt. U. ,_... 
, ...... •f the w.rk 04n .., lpeu•r A.ft' .... at •Y h ta•a.ut "t U. 
..... "' wit~ ua apprrtal .t U. Q~uioa for tu cotrVea.itace el t.be 
-...r-.at. 
(&) f91t• of T.r!i;utha. 'hraiution, unur thh pana~:atk, euU k 
.. J-.t;+y 4oliYery to the Contraetor of a written notice .r ter.!natteo, 
~ ... tat (l) 1~ lpec11J a date ~pon _.ieh aaid tar-t~tioo thall 
._.,_ .u..tln, ~ 4.att .UU '- at hut ehty (60) ~· after De 
.. u.., .. ..--u -*•; (lt) 1a I:M nent of a tand.natid J,a p1rt, eb&ll 
.,fK:itJ u- t.ortioa. or pctivnt ef tbe work ao teraia.ted al1.d tht period 
IT ~.C. ~iDa wkicb 1a1• ta~aatioa ahall be affect1Ya; •nd {iii) ahall 
epacifr ~t,_at eaiA ~-.tt .. ia f•r tba defa•lt of t~ ~f19tor or 
f•r ~ •~•~•nc• o~ ta. ~trD&ent. Upon receipt of aaii lPt~e~ gf 
t~-, 1M C..WHt.u tn-Ptly, uctpt u t'laa utica .. 7 flreet 
etWYita.. a.n U.) Utcethu all tel'laio.atad work u eooa u 1• ••,.•• ••If ,...ueole, U ue ootic• •• tinc:ta, aa4 1• •ll7 nut ~1 * ~ ep.ct.lid ill uU .. tlu of taraiudoD.• (U) cuaa aU tbeinc 
., •••• ~~ ~tTl)' er aa.rriha b cOOMctioo with tlla ruh .... -.c• of 
... ~a.t.• vert; (111) proc••4 to t~ beat of ita a~ility ta tar.iaata 
all w4fte aD4! ••~•tract• to tu •unt that they relit• to 0.. "rei· 
turh4 vwk 1 (h) auip ea u... Co'nT-at, h t~• .. D.JMr au to U.. ntant 
tit~ctei ~7 ;ha c~ •• ~ all tke rlakt, title and interaet of tbe Coo­
h._t.M' U1ll!u the tnaaa~ ,..rtt ... •f tka order• aod eukontraeta 10 

....._. ... (,) aattla, wit" U.. apprO"Wal of tu C~uioa, or the 

...... b tN •••• of a apoe.n •au .... t, all aukontucta, obli .. t.leat, 

....tc:.au w chi., nlata4 to tu term.Datad work. tba colt of .-bitb 
-..u M allowellla ia ace:_. ...... wt.tla t-.. pro'fitiooe of tbh A&r .... ut.; 
('It) H&tilliH ,.rtenaa ..... 81*11 part of tu '•u ... nt work, if aay, u 
•~U ._. ~ wea wntMIMs •.t (rll) uke •~h other •~t1on Wit"­
~' t~ tW.. teraf.N~• WM'k •• •1 w nqur .. uMer otlaer Artlo.l•• .E 
tWt Ae.t.-.u. '"'' IQ.)Mt t. ~ approval of the C~nloa, u MJ 'N 
KMntN ..,tflpfiate luldia& J.ut .. t U.aitad to actioa for tu pro-' 
~U. ... pnnrnttM ef C..~at property. 

(t) U, pder to leptaaNr 30, 1964, perforuftCa. of dl of tb.a wotk =· ~--:&:.!:.f~==:4t!o~th.: ::f::c.=.::.:~:;. ''···< ·-:~~k*~--- . 

··;f;~li~~~~1;rt·r~~~·tf~4~£~~~-~~-~ 
---------·----~~--·- -----·-----~ • > 
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Modification Ho. 29 
SupplomenLal Agretnnent to 
Contract Ho. AT(30·l)·l293 

the period of perforaance at provided in paraarapb l. of 
Article Ill • Tl~. lXPllATION A~D T!RMIHATIO., tpe Covera.ant 
~y enter upon and occupy Site A exclusively for auch period of 
tiae aa it may da-.m d.ulrable fr.:. a tiae no later than thirty (30) 
daya after the data of such default or.after the date of axpiratioa 
f.ollowing su::h refuul throuab September .30, 19U, but aot after 

.Sept.-bar 30, 1964, by payiaa to the Contractor, for each aonth of 
.··auch occup;mcy of Site A, a monthly charge in .fall utilfac:tioa of 
all claiaas of the Coatractor a1ai1111t the GOYer.-.at arhiq out of 
aaid entry, including the Contractor'• los• of uaa of aatd tacllitie•, 
axc•pt as otbeLVise provided in paragraph 1. of Article XII • 'NDBHNITT; 
and the fair rental Yalue of aaid pregises and facilities but excludiaa · 
all other clai .. arilia& out of the Coveraaa.Dt 1 a uaa and occupaRCy o~ 
aaid prudaaa and facf.lltlea. Said 1DOnthly· char1e ahall be 1/U of t 

tha actual annual costa aad expenaea attributable to Site ~. iuclu4ing 
but not li.U.ted to auch itelllS ai t.txes, Ln•urance except workman'.~ 
compensation inauranca, and 1uch other coats aa may be approved/by 
t.be Coomiuion. , 

(U) After terl!lination for the default of the Cont.ra~t.ot" and tha_;·P.xerciae 
of the ri&ht c;.e.ferred upon the Government .t.-o·'occupy tbafteaisel, 
•• provided in (i) above, t.he Cov~rn~~y (a) ent~bpon and have 
exclu•ive occupancy of Site A; (ty-··ta"ke possession of all GoverruMnt 
property in Site ~ and, for ~eriod o( aaid occupancy. take poa­
aaalion of all ~teriala, ~ls, machinery, and appliance& in Site A 
vhicb .ay be owned by Qf· in pos•••aion of the Contractor and used 
aolely in connecti~ with the work. under thb A&raement; (c) exercha 
durin& said occupcncy, in its ovn name and for ita own account, all 
options, pr~ese• and ri&hta belonging to or exercisable by the 
Contrac~ ·in connection vith said premises and faci litiH&; and 
(d) t-f its own account and for ita own u&a, fabricate, proce1s, 
~complete. or employ others to fabricate, process, or complete, 

. __..-/tl:wrt>t::t research and develop11:1ent snd p~oductio':l work on fuel ele~:~~enta. 

'(111) In addition, the COGW!duloh ehall, within the llndts of ita authority, 
indemnify and bold the Contr••ctor harmlus agAinst any da .. ges finally 
awarded by a court, agency, or bD8rd of c~etent jurisdiction, or 
aettlements made with the conaent of the Commission, and a&ainst 
reasonably neceasary expense• incident to any action before 1uch court. 
aa•~y, or board, or to aattlement. where 1uch award• and eattlementa 
are baaed on clai .. by ·third parties asainet the Contractor arieioa . 
out of the Goverament'• uae and occupancy of aaid preaisea or facili~ 
tiaa, or the axerci•• by the Covernaent of any of thedabta or 
privil•a•• belo•aloa to the Contractor purJuant to thia aobparagrap~ (d). 
Mor•~•r. except •• provided ia aubparazraph (i) above. and except for 
raaaonable wear and tear to such pro?erty, the C~asion aball alao, 
rlthi11 tha liait.a of. ita authority, indeiiU\ify .eud bold tho Contractor 
haralau •&aiut pllydcal da .. a• to or ·phylical lou of tb.e Contractor'• 
ovw. property wh!-ch .. y .. ,.ariae out of tba GovermMnt • a au and occupancy. 
'ef uU pnaiae and hclltth8. · · · · · 
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.. --~ 

·.,>'t''i':;;~::f.:,<~:':'~}.:;{~~.~ri!£rl~Ji~~~f1t1i~P't~~,~,~:v~~ 
."; Contract No. AT(30-l)-l29;J- · ..... >">·: -

-··-· 

; _(e).: Te~ of S.ttl ... llt. Upon a tarainatioD of all·or put of the voi"k "- _ _._ 

· j,;:la_~r. thh A1r•ant~, ~l_l,i_an4 cDW~ple~•- ~attl.~n~-_.of -~Y.-"'~'1•_~,:<--_.t;~~~·-·· --: ~"·· J~~,. -_.-.; ·;.;4-~ 
,· .Co~t~actor vith reapeot to tha vork_of _t~i..a .Aan~•nt.~~_-ter'ainated ahal_~_:,,; ,,,:_::· .. -.: 

,. :~~r~~-t ~· .. fo 
11~:. ._ .. _·. ~- ~·-. :;_,:_ ·. -~ .:> -~ -= :::3.~~e:,;_ .:;~~~-~-~:-:_:-.:~~~;:;,~;:.:.~:;~~~ .. , :_. :·;·-~,Lv:·~'ti~~i~--\ __ .. . ~:---· _. . 

·: AaliUIIPtion of Contractor 'a Oblijat.iona;: ·'nte eo~•1:1Jaailt: ... )' • -_. '··:_ 
. at_ t~ 4ilc:retion .. ~f-the ~CJ.ililafl,ll, auu.e and· .. 
: ,f~wji~l-~il'l t-..=t:lo~'~fl~l~i~··~;;~:n., c lata._-~-jl;_ -~-J ~-~ •lJ'fa'3~~1~aJji' 

aay have theretofore in good faith u~artaken or . a . . , .... 
coM.auou with th.- teri.tnatacl <;ioTt~ :the -~ott'.ot lihic·h- vwld i,'i~:- _-:::i/·~ff.-tt;.'::'~(~-~-;?~ 
allowable in accordance vith th• provi•i~na of.thiii ·q~ee.e~to'-' <\.~·:,: .. . . 
and the Contractoi' a hall, u ~ ~~~_t~i.f?:lll,p.f: _race ivhia the pay- ·;:'.: ··;._, ... ::_· .. ;.~{~~-~->~. 
-nta ... otlenad in thh ·Artict.·;··.·exec:Ute and ·dal tver all •uch - · 

· 

4

: • · ~:~~~~ •;!J:t:- ,:}~ ~~~~-: ::::~ ri;-~;1 !~::h~O:!:-:Zn~!ii~!-r~~.: : ~,~, ,}<~_·_._:_~~~t_,:~.:~_,_,~_?_:~'-~_._:~.--~---~ 
ri&hU and benafftl'·-6f -thi!"'Cont:~a~~or- ul\der····iuch ·obllaattona · ..,., 
or c:a..i.t:JDent•. 

-· ·- -.. ~ . 

(ii) Payment for Allowable-Costa. The_Govar~nt, o~ the Spon•or in 
· .. , ._ tbe cue of a Spon:-or. A&ne.ent,.··_iihall- rataburae the Contractor 
... or allov eredtt f~r all allovabl~ COlt~ li\'ctirrei in the p•r--·· 

. .. ·._ .... ~-.--;~~:· 

. fo~o.c:• of the teral~t•d vorlt and. not_ previously reaburaed . ~;,· _, 

or oth_e,~i .. dhcha~-~-~:;·:·_.·: + _: r.:· _ . ,-·.- . ·-:, ._·::.--~~,~-.. -);)4;::,; 
(iii) Pa)?!nt for c·lou-~t ,_Exee~~. The ;eoven:e.nt, o:- the Spon~or. 

in the caae of a SpoMor A&reni.ent ,· ahall rei•burae the Con­
_·;,::~*":·:-!,:.'• ·tractor . (a) ._f9r .··~~,;eJ~~~-~t .'~P.-~-~--~·/:.(},)_;Jo::c _1u~~ -~urtba~,_ .·: :•., '>;:.)·,,..-.:.>¥:t~·\i 

·· J<· ··• ··· .. ·. • ,·~::r~:!:£:r!~4£t:t::~:~~r~. ~=~~:m.::~: .,:;:?:~~;~ 
aa an required or approved by--the C~iuion, or the Spo~or 

:-t 
:.:.-:-· · ....... . 

.·· -
;.-· .. 

-~ ., .--- -...'-:• ·-~ 

I 

... 
.-·. 

.. in the caat of • Sponaor Aire ... nc •. 
. ~--- ;~ ·-:~-~--:~.-.~;~-~:\:-~_. · ... : :·-: I 0 

' .. ···· 
(iv) Pay.ent oa Account of Fixed Peea. 

(a) _ .. _If the·:· ~~~o~~~ ~~rthe ~~~k undu- paraJTaph 1 of 
'i . Artlcl~· .l :or. atiY Jappbdlx · ''C" .A.:If:e..entc hder p&r&llra»h. 2 -oi 

·:·.>=~~~::~_ ~ 

-- :.;';. · ... \~~}~,~~~ 
•~lei Art ide of. tb~a AJree8&Dt 1a terai..U .. ia vbole for aAe -, "'·., . 
default of th4 Coilfractor:~·: ~ -f~'rther pa,..nt aball be aade of. · ·.< '- · 
fixed f•• for ·any unco.plet'ed part of .the vork under aucb para-'_ : -·· ,_ ··-:. ·. ! 

araph._:,aor,.-~ll.&lly;_furt.Per ,-p.~ ~.{_.the 101 of the fixe~ fa• ._.,,. , ..... , . ..-;.:- ·.:;l;-.. ~ 
for tb~ ·wx:k ·aDder· ~8\i_c~:-.J)&raa~~ ;' 'Vi..~~~id in. &«ordance :irJ.tb \>' ~~.:.-::,. ·: ·_:· :;: .'._.·-~}'.~~ 
Art ide Vl

1 
be paid; provided, bovevar; .that the Contractor -. ·._ , .::f '-~ 

· ... - •bali be pdd with n•peet to 'tbe tarm.nated vorlt uDder .ucb . -. -,~~i~:f>:;:· 
'-:.~-.}.·;;~~~·,~~~<:p~a~•-pb;~ ~l •--~ua.ti~.t.~.,~lry- applyin& a_:peree6taa• to 

__ - . _--. the totar fee applicable to ~uc:h-vork, ~h percantaae to be 
.v-.-. .~._-.detti~-D.ad ·J-y:iilri.CttDa the_:_-~D;t:--:-Of: vo-rk -C~leted ~uMei ··tKh 

p&raaraph (including without liaiLat~cn pre~aration and develop-
:·· ._ aant -wrk ;t . <after Oc:tobU · . . . 

of wark'. ,, . . c'h: 
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J. 

4. 

5. 

' .:-. 

'·' 

-;.!· 

-~ ,, ... .. -.-:..·· -~- · ... 
·. -~ -~-

,::· ':·-~--.-.:., .!iodirt~/-~a lfo,_;~if·.:'./~~~--;:~~i:z$i~3:·:~<:;-· ·(· 
5~ppleaental Aan ... nt to .. 
Contrac.t Ito. AT(30-l)-:l29l · ····-

• -1_ 

,!:·· -.. ~~ 

:;A" 
or Sponaor if applicabla, any fixed_ t .. received for vork ··"}~,~~< ·- . ~-

under auch paragraph vhlch h in u.ceu · o{ the aaount de-
te-t111ined under ·the precedtna· fo~la. . . . ·-'-;,. :· ·_:_··:.:t~(:·;.:·:·{:;?·~.' 

(b) If the perforaancti of the work uDder thit ·Aare.M~i ·t.-::·,:~;0.~~:-~ .; 
ttnn1nated in vhole ,for .. tbe cooveoiaace of .. the CoverDMat 1 ;.=~.1~ ;;,.,:. <~-~ . . . . '~ . . . - "'\1 ' ·' ... _,., ___ . 

the Contuct~r ahal_~}~'--..-~~~ _·tbat port.~,~!.,j~~--~-~:J,~ f.. -:;:~~ ;,:7··t~ 
applicable to the vork uudar paraaraph'l'ol:'A.rth-le -t and te ···;,, . .,._· ... ·., -:;;g 

uch Appeudix '.'C" Aarea~eQt .uDder, P.&uaupb 2 of .. i~ .. ~~ict•;~,·-~.:;,•< .. _,.-, .. ~ 
rupeetivdy~ which the wrk' actually c"a.platecl uadar"'tiacli":auii:h::; ,·,,:'": '-::_' 
paragraph and Agreement, re•pectively, a• daterwdned by the - , 
C~uion1.·-.,.ara to .the entire vork under each auch paraarapb_ :·: 
and Agreement~ · r.e s pee t i vely 

1 
la • • pa,-nt• pUYi ... ly .a de oa ·. ·. -~··. ·. 

account of each auch applicable Uxw fu: · , 

(c) If the per foril)anc: o'i th~---~-;;~k under paraaraph 1 of 
Article 1 of thh Agreeaent or undar any ·Appeadix ''C" 

... 
. :"f:;.":-_. - .· • • •: .• -'.-- ··:·,_. -~ 

Agre~nt under paragraph 2 of.Articl• I of thia Aare ... nt, ia 
terainated in part for the coavenience of. tba Coven:..at, the_ .. :. · · ~-.rt:~:,·.'-: 
Contractor and th~ :co.ai•alon·

1 
or :the Sponaor if ·applieable,<"/··~l.:.''.-A.~i,:·:_:.:-,, 

ahall pr011ptly negotl'.'te ~d ~~r~~ ~~~--~n e~it~ble_ adjua~~~\~~~ 
of the fixed· fee· applicable,:~ t;~e tenrltl,&t•d portion ef the._ .. {;.:J~·,:::...:"ct~!t;~; 
vork, and the agreeeent reach•• a hall· be. evidenced by a wrl tt.eJi•· _. .. . ·;·!!.::-'.";· .: :·; 
executed aupplementa L agre ... nt to this Aare ... nt or the ap- · · · 
propriate Appe.ndix "C" Asre ... nt 1 ·t f applicable. If the Con~·:· . .-·.·.,. :·;,,:.:,. . . 
tractor and the Comtaa ion, ot tbe Sponaor 1f applicable, fail . '· .· 
to eo agree upon 1uch. fee: &clju•.t.~~ent Vlthill a ruaonable ti .. __ ;-:;·;;;,f:',.;·~·r.:;;:, ... 
after aueb _partial ·tenil.aaHo-&";: 'f'i lure 'to •ar .. ahall .,. 'di.l~~-\)/~~~~ 
pond of in accordance liith. th·e General Provhion entitled . ,_.,, ·!; -·:···,<< ·' .· 
DISPUT!S, hereof. 

Expiration. In the event of expiration of the period of vork perfor.aoee 
hereunder without prior termination hereof, the Contractor •hall (1) dta-
continua the aarea.ent work under thia A&reeaenc at the and of the day of 
expiration and (1 i) talt.e. aucb .'other· ac:tiou •• aay be required under other · . ·' ... · ... 
provtatona of thh A.Jrea~ent and aubJit~t .to~_tl!• appronl or uttllcatioa': :.::.-.. ~}:.fr:~A 
of the cm..tuion·,· as iliay be otherviitP ippropriate, including but not Halted· · · 
to action Jor the proteeUon and preaarvation of Gover~nt property. . ·, 

-. . ... . . ... . . . ~: -~ : . . ·- -:·. :-.:--_:.i'f~. . . ... . . . 

Clai.ma in Favor of the Government. ·:.Tha_,_obliaation. of· tbe Goven-eot to .. u:. · --~:::-. "'~ 
any of the pay.ent• requird bi 'tht'i;At1t~li lh .. U> be eubject to any 'un• · -,:) .f1~t:;:~~ 
uttled claiaa in conneetlon:-vith thl-a 'Aa·ne~Mnt .. vbich the Govern.ent aay··· · · ft?,·:."' 
have aaainat the Contractor •. Nothln& contained in thh Article a hall be 
conatrued to liatt or affect any ot~er r .. ediea vbicb the Government aay 
have u a ruult ·of :a default t;y· the ·:contractor·.· . · · · · ~- ·.··:·::': ><;~r-5·/~ 

SHtle.ent upon Termin~t~~~··: ~:~ ~~~,~;r~~io'n, . ~-ri.y oth•~ _p.rovhion• of tht; .. _;':M·> .. 
Agreement .. to the contrary notv_it.h•tan41n&, _the Cont.ractor and the Co-iaa 
or the sp(,U.or !f · · ble'j ·aay:··qne ·upc)~'the ,_ole or· •..Y:~~~rt:··_of~~-t ;·~ ti.-~~i~3~?.i~~;;~:i'~ 

• • -- ,., .... 4 - • 'ii-~ . ·. _.. . , .. •. . .. :· . . 
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. · .. 

.·_-.::·:~= 
. -: . -~ ~ .. -~. ~ • · .... - ~. i -\-·· ~~:·~:.:' '. ~· ::"·-'=:rl-P:~~~;~.: :~J")Ii:~:! 

Hod· Huti.oa "o· 29·- · · ·_.-.:;,:¥f~~t-,:w~v·--~~,;~.-hr~ 
Sup;! e11ent al· Asi~n.at to · · '-,::.}~·;:::~,;~~-•. ~;1V< .}{;_.,:,~·.\ 
ContrlcL tlo. A.T(l0-1) .. 1293 ... .. ,l ... :·: •• ~=~~~~~-~- .· _ := 

·.·._,' -~~::.::;>,;.~~~~ -~·,;~;?~'-< 
or aaounta which the Cont~actoT 1! to recelv~ upon aad in connactioa 

i~nth (1) any te~in.at!.on pl!rauant to th.l.• Art 1cle or (1.1) eqiratloa of the .)i~:~:. 
·• of thil Contract vl':hour prtor te:•toatto.D thereof. Any iar .... n.t · •• · .· . . . '• 

lh&ll ba evidenced by a \r."!tt•o I'.IJ!pluaet~:t&l'·&JU ... Ilt .. to· thh Coa;_ ';' .. :7_..:~-ii:~_·, .. :·t;.. .. . · · 

o.r Appendix "C" Agreetaent if appl:c~bh~: ~:~;~---•twll ~~•-.. {~~~~~~-~-~~i~J~~~:-:.:~~;,;::;~:: 
UpOil the partiea Yt th regard to their rupective_;clafal aaala•t ·. y_.,.._, ..... ·-.~\~,-, .... · 

other axcapt u therein ot.h~nr.se expru~l-y ptilvtcia·d:··:: .r.c•'.. · _..: ,·.:;J::.;::_:_,;,·::: .. ·~.:;:;:,. · ·' :~. 

· · · , : · · -:;-:. . , · , .. _ ·.::$hl/;·g:~t/~}/f.'~~u~:;>if:!:st.~r.~*~~~:.;:-
'sTIMA'I!s or cos:, OBLIGATION OF FUNDS. AND PIX!D ··nz · · ··.- · ·· · . .-.. ·· __ .,,, _.,.· · 

. ·. ·: ._._ ;·:·~· .. ~- :.'? :_~· :.::· :<c: .,~~t~/·.~ ·~::~~~;;~{¥~~~'1;~l.if~~::· ·/j 
of Coat and Fixed Fee. The pruectly r~t1m.tted c.oet.of the vor'k· .. -., .. _,,._,_;,;1,~~'.:·: ·:· . . 

~.cler thia Contract 1s $ : ... ,657,6:>~- exclua1ve of the Contr~~~~~)~' .~J,x~-~'?:.-· ~.-.;,: . .:<<l~:;i;··<.:, .,_,::-~~ f••·· ·The Coatractor'a fixed fee, aa ut fonh in pauaraph·2,· A.rt:itle·'f't•~·'.->-.-,,~ .. ~.~"·/•··.- --·-~ 
of thia Coatract, u $!. :-1..; .·B·•. The e!ltla.~':.ed cut of the work, •• 

!Ai~~~c~ibed ia panaraph 1 of the Ardcle entnled SCOPl OF tlll WOU., for the 
.f.(pariod Octobar 1, 1961, t:o March 31, 1~62. ~' $ ~,'J'+t.> ... u. f-xc.!·~s:.ve of 
;~,...:~he Contractor'• f::.ud fee of $ l:: ~">-~-

The amount presently obl~glttd by the Cov•ra..nt vith 
Contract h $ :t.£. .8:.:1,'14Cf , The. aaaun·t of oblipt.1o~t uader 

.. y be lncreued unllateu lly by ·tb.e Co..iutoo l1y written 
;.,i .. .,;_·-~ ... : notice to t~a Co:;l.ttoac.'.o: .~~.d Jl.'JY b~ ~ec~ea~a'- i:y lt':Ut.aD agree11Wsut of tht 
~:t4'L_j::: ,p~rtlea (vbatbar or not by fo':'WIA\ 110dH1ca~1~n or· tb1a Coatract). 

~~~i-~~.r{: f. -_·;. .; . . . . . . 
· .::'f(t2•':·~: i~vbed Eati!Ute of Coat and fixed Fe.,_, :h• p~•••~t ly uti .. ted coat of 
p·~~*~~/?~· .. tha work and fixed he ilftdet thh Con! tact ... -f· b .• ,_incraned or decru .. d by 

"'·) :~~ t -~"itten •&Te ... nt of the partiea (vhet~u Of .. aot _by fonul. .W>diflcatt.on of. 
""fV'.¥·'·1·. thh Coo.tract) aDd auch revlud eltia.re plua tbe.U:i•cl fee lball b• de._.d 

~ ·;~J-::~·,,~IJbetituted in par•araph 1, ·~~:-re. . ,, ...• 
~- .: .. ::·,~~~-~-:: :·· . . .~ . . . . . ~- -:~ .. 

t~~~~J:t:4f. Liaitation of Obliaation. Payment• Ot4 account of coa:.a •hall aot 1n tha 
•asregate at any t1ae exceed the amoun~ of fund• pre1ently obllga~ed 

~\:,:.:•·';~ ,bereundar leu tha Contractor'• (lxed tee. 

:·· :: . =. \ :-:::~ 

. ~=·· 

..-;_~:{.-:;~t.~g~ •. ~·.··:-c:; 

:·:. ~+-~·~~t~::4 
-::- [..· ' .. :·.~·.::::.:~~~·7;·; ~1 

\.'·~- -<f-5. ,·Notice of Coeta roachln FuDda Obli ated·-Coat~actor lxcu .. d Pendia 
:.: · :. ; ncruu When Obl1aat1o'!l b l.eached.>:;Whe~tevar· tba Coatuctor baa naaoa 
~~,;,<:;r- ':>'·to believa that the totd eoa~ of the ·work .aq\der.:i .. il Coatnct (excludn 

of·tha Contractor'• fixed fee). wtll be aubtta~~lally Jteater or laaa than 
~;~ '->~j: .: the pruently eatt.&tad co•t of the work th~ C011.tractor ah.tl pr011ptly 

notify the Contractina Officer ic yr~t1na. !be Contr1rt~r ahall alao 

·i:>>::·~}.i,~: ~ .. ~:· :otify thde contracdt11na ~~cer in ~11t(Qb&1 Vb~~d._the .. :~iwc•aat• of e_xp1 ea1~·1 •· .. · ·~.··.·.··~:,._:,_:_:.:_:;_;:·_:,·_·.:·_::.· .. ~.::_._:·~.-.t.:_._~.·-... _·_~,~--.~.-~:-:r--,·_,·.·.:_:_~_~·'_-.:.· ,,_._, __ ·.t~Y··;': .. uru an outetan na C..-aA.bie_lall a;. .en.'• "'e.u~ n.~~"' 1 ontuct. uc - q . _ _ ~ :--
. the Contnctor'• fix~d fee, 11 ~qual to 'ninety per c·en= (901.) (or auch 

other percental• ae the Contraet1na Offi~ar .. , fra. t1 .. to tt.. eetahliah 
by notlc• to the Contractor) of tbe . .-aunt; o(.:'t~da ·Jiruently oblipuct .: , . -'~::::·.r:::)>;~·:y~;; 
hneunder •. When .•uch expend1~ure• and outl~'!_nd1ni c~t .. atl. 1~ludi'D, .. . .. . . ... 
the Ccratractor't.'~ia•d fee, eqval on& buadiei!rler::~.eQt'·. (1001.)-of: ·~h ~~-'-:",.;:·.;J!,<<if-t\'•1 ~--:-
•11\Qunt the Contractor 1~11 aeke .no f'-1:-t:t-e~ c~t~c~ t or e-.pu.dftu'·ni . . ... 
(ucept ·c-o .e.~-j~•-~_f:na'.~-~~_nu_) _ _.;aad ,.~,U .b_~i-• . fur 
perfOtlNDCI of tbe VOrl&.: uaJaae'·,•n.cs. . . 'tb •. C . . 
after aliall. · •• ·'die·· . th 

;._ 
=; 



'.-,;.:··· .. _- .. ::· 

~-\\·: - -~ .. -

: ~ . 

--.-:· . -~ '+· A': Y't)~~t:-~_:: ... ~ .. -. ~--- :~-\~< . . .. 
-\tocl! :!ic.at:1~ "•·> 2t · .­

l•pp lun.td 'ar .... llt to 
Coatract Mo. ,ll()()--1),;,129) 

- .: ---~- . 

...... 

·-work ~d•~ tb.u Cntn:,t ltut h. a. evut later tha ou (l) 7ur 
.- {u•.::.u. v:".t'L1.1- ~'!!.• -,ur t•• C•:t:-t.ra-;ti.aa Of~h.r rr••t• • t .. •.ur 

tpacl.-!t.~ p•;-i-.1- .-t tli.aa) tr .. o .• .tala •f nell• c011phtiila. j~~'·': --

.. -to.:.,··· 

... . . . . ·_ __: .. -~. > -~ .-~~ .. : ~-:~· ;~-:.>'-/:,~~;~r:·_.-·.- ;~: .. ,:_ ~ .. -_ . . ·:. . ~-=~~~; .• :·:4~.<·:: :-.. ~- :'·.<. 

- !l.t!!_~Cnl~t!.· The c .. tracter apeu tb.at-11-.y rd_.a~- ... ~n••• · _, _ 
· .ndi:u, er •thr ... .-te (bclM.h.J aa7_ iatau~~~-:tlll~!a:").,ae•"! .. ~-~,,;,:.;:~~;;-:i·r .. ·_.''=.- -,i'?.:-~:~ 
: t• ~r rec.•h•• •:r tile _Ceatnc: t•r •~">•~;,au1pe• -~~e': •)d.•_ ,cean••~'':;t"~1:"·~ ,_:~. "\'\~l.;~:?~ 
''·euii ~. ,.u ~:t' til• cntra-c:tor , .... t\ .• 0..-i;t-... it.t'' t•'_t'lle utnt_.tltat ~- -. _ .. ::,,,_.:_ . ·;.- ... · _ 

tbey a,u p:tepn~y .tl~atal.• te Ultl f•r ·n1cla tttc c.,.arac"ler--..... :,MM: ;::~r7.:;·:~::;)Jl~· -.>:'t:·: 
rai1du=u<i b7 t\a G:·•·u• :.wn.\. U'-.. 11' tltJ • Ca•tTtct. · laaa•u\la •zp•attl - ---·-:··-- - ., ·· 
laevrrali ~J Lha Ce»a:racts£ !or tba pu&p•n e! uc:uia& •"-Ia ratuau, .. ,-. ,,· .... _--_-~-rt-.... •i_i>:~,.i;>·,,_A'·>j 
1-at.aa .. , c.rdita, er otlaer ·-ntt aull ~~ ·all-a~l• c~itl 1ien•il4er ·- ~f.'-
~- appr.vai by tna Caatract1aa OffLcar. 

· ·~-~Jiaaaoul Sattl .... t. r-rhr h fhal raY...at v~er tbh Cea&ract~ tbe 
- { ;c.atractor ••4 uc:b .. a~,.- aa4er tlt.h c .. tract n••• aid .... at h 
):'-!:i-• ·effect at the· tiae a! ftul pa,...at uiler· U..i•- Ceatract aball exacutl 

'aa4 idLv1r1 

(a) •• ud.a ... at t• the 0.-yara-..at, Ia fora a11d 'iub•ua.c:e uthhotory 
to til.£ ('"'-~rt:~:.:: •• •_;f~:..•~. •l r-.laJt.i•, r•t<at.aa, ecaJ.lta •r e&.ller aao11at1 
(Cach4-'.l.& •aJ !•t..rut toer·•••) pr•perl7 dlecall:.a to ~ .. te tor vhlcb 
tba C•atracter haa be•• ra!...-v.ru& IPy t}le ~.,•r-•at uad•r abia Coatracq 

. . -_ ... ::.· - . . ... . ·.>:-;.·. -~. 
~t:.Cjji*,o{_,,_;,·,,_-.,,.:, - . - - .:.< - .. 

'--~• r:a_luu ~lbell.&r:&{"tJ·tU. Cnu-.at,Ata.:oftt.cu•• ;aauu; ad":· .. _. 
~,;.,.:.,l! ....... ~••• f.r .. dl Ualtllitlea; •~lia•tioaa, ••• C:lal .. 'arhlq out of 

•• 

- u4er t!da C_o•t.ract. ,au~-~t .•al:r ,. '"~ l•ll~·· o:a.c:eptloall. 
-. -~·-':·;-t-~·~..;.,_.::,;.:..:.~- ... :...~::' · .. 

(i) apecUh4 -chi .. iii at.t•• •••u· or ia uts.-u• ... lUlU 
wtl . .ra the aaowata are aot •••c&ptitlle •f euet atat ... at by tile 
Co~&t:-aclat", 

{:.L) c !d.••, toaetbe~ wf.tlll raueu.,la •xp•u•• iadi•atal tharet•, 
~·~• wpoa 11abi~lti•• ef th• Co•tract•r t• thir4 partiea ari•L•a 
•at U per!oi'W!ac:e of tltb Coatract; p~ni4•• tut •ac• ald.&~ art 
.. t U.V. to .. tllle .c.atucter: •• Ute -bu .t .t-.- ••~ath• •f tu 

-ieluu; a·at~. ,~~-i4tl hrther -that t"" C~ir.t~ac:ut ahu ••tie• 
ef tach cl•!.- 1• wrltiaa-t• the C•atTactiaJ O!flc•r ... t .. r• t~a , 
Iii( (6) :"'fUI eft.r tlt.e .f.te ot tht utau• .r tha UU ef ltlJ utiea _ . - ;.,'<:.-.<~•~··.-- j 

t• the Co•.tuc:t~~ llwr. tile aflar~ .. t -~~' ~~1p1ni ~·- ~tt. ~lad pa7• , ::~~":;r:~J.j;.~~~~ .-.•t, trllicbuec h .. run, au : - . -- _- . _ ··:-'. . -. ':'·! ;'~':.;.;;;~Wt-N.hst-fJ1 

(Ui) c:la!.aa for ralalt~a-..at ef c.ott.• (•~•r th4a exp•~• •I klta -.- .-;_;. ::-:\i --. _,~ --: 
c.at.raeur by r~·~~ ~f ••7-·~~#CI·.~~~~;,,~:-'~• -~er-aa. aadaat: . ~,~(,.:.· ;-,J:~~::l' 
pateat "lia~t.lltj}. iael\a•t•a r······u\l ..... xp ..... laot•••tjl t ... erete,.. "·. . . 
1acun4 ~,. the c .. trac-t.r --..._4•r c.h.e- pn-.htO.I ef .tlLia ~rae a ·rew'~-~; . . <;::\ -~'·,:~,>--;,.; 
Lath.a te r-lte-c.tl. · · · .· 
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--~--

._~ ·~~(: ... --

flo. 29 
-.• <=~ 

l'io.>d~.£1:: • :.ton 
!'lpp llt'Mo.tal 
Ca-::11et If-:~. 

A&re ... u~ to 
Al (31)_-1) -1293 

.• .·.· 

· -~\'··--:~M•eeu.ll.t_!. Tbe Collt:nc.tQI' ahall eah &'li.4 af!<:c4. the CoverJUMat t'-• 
•f·,- ·. ·. •. _. ~ • l \. .J A, . , I. d ,.f _.1 \. . ·• · aw...-afl~"!~- ')~ a ..... _,._-.,.-,:-..,'1. ae,._ ava __ a:J.o.e ":<IUn a11. tra-• ·• J~outtta, re.atea, 

:.c;· 
·: ·.·· ..... .·-: 

llovancu. cc.-dt.t, ulvage, a~j c<JGB..i..U!QU wt.;au the Coa~~aC'tiaa .. -:r.;_.~;i;-;'_,-~;-~~:.:t:!. 
~-!'fi~;!~-?.,'1\lfle•r fhdl th.t 8ileh a'.t'.-:11:1 !.1. uot t'll t\~ b.at ht.nlt ot "··· :,·· . : ··:: .' 

''€,····· -:.· 

~ ·:aava:tu•-•· Ali re1a11uaa otha~ ::hall t.h~ ··co:u,raetat 1 1 fixed faa or--f•••• 
.,,_ .. ,. ;, .. rr;;;:-.cct·~.._,_, -~" t.be Co:~.ttac.r.or i:r:1 c~!l~ac.tf.~n v~-~tt .the vork ~o~aclar 
:.:"' :c;~:·; th!8 Co-o.trec t a\a!l b• 1pplic4 iat redu~~!on of allovable cotta • .. :. 
i,~~·_,_.Direet l'aj"DDe'lte :1! Cha;g••- DedllCt~.-,·a. ";b• Gova:n.ruut reurvu the 

~tfl~~:~ :· ,, :· ri&ht, \J?Oll tea 1].0\ d.try• ~t.ttea r.otic.a !r~ tna Contracting Officer. 
· to :be Co~tractor, to pay d!~actly Lo the peraD_. ·coacernedt all a.ounta 
·. cl\ie vhieh otberv!.u vould be allovahle under· thh- Co•traet. Ally pa:r-at 

to aAde 1ball diachara• the Gover~n~ of all liability to the Con­
tractor therefor. 

12. P~n~an':a ~)-:·J'l::- Arpt.nd~.x "C" Agree-.:~t~. Pa_.,...~-: o! all c.:>l~l and fixed 
lea und~r any Appendix "C" AJTepeat aba il be _ude. to the C01lt'ractor by. 
the Cona!.u.' . .:~-a 0!fice or SpoMor e'lCec:u!.!ns th• ·li-:•eme-..t !.n accor~nce 
:~~~ th• _proceduru es~e-ttliebed by uid Asr•e_ant. 

AITICU VII-. COVDNKINT PB.OPDl"Y 

-~'--2:(!?-":,·::-!' 1.''-' lxcept u othe.rv!.u apec:ificaily 
·.:· ;: ---:-. :. -_ · and Lh~. COUlllli. H::or:. a ad except a a 
f}f~_~:{;;·: (- . 
~t;~~:::~<~··:·_. 

a·,raad ·upon fo·- vrit.1•& by the Contractor 
othe:-viu ··pee 1_~1c.ally provided herein: 

··..:.· 

:-.. :~. 
·;.~:,· .•· L; 

.. ;.:, 

.. ·- <2· 
'· .. 

(a) Titl• to all property eepecially.purchaaed by the Contractor for thit 
Agre~at, for.vh!.cb the Contractor ia ent~tted to direct re1mbur•e~ellt 
und•r tha pr~vis~oua of thia Coatract, abel! p•~• directly from the vendor 

(bl Til~• toR:~ pro~~~:y u~tl~~ed iu ;be w~rk of ~hl• Agt•ament, pro­
vided by the Cor.t:·ar tor f:oal Contractor•ovne-J Hor•• or .. nvfactured by 
the Contractor in tbe ordinarj_ cour.••· of ita ca~~Darcial buiuu, for 
"hlch the Coatt"actor h entiffacl .t-o r~iabui'iiiG'~nt vGdar tbe provhiont 
ot tbis c~~tx•c~, thall p•••. to tha Co?ermaeat ·~ tbe t1 .. of aucb 
ut1H.:ut1olt. ·-~,: · 

The Gon-rD~~Aat YUarvea -t~--~~f.~t:·t-~ :-f~;'ht.h:·••-1 ;u;p.ert~ or .. rn.cu 
r.qui:•d !or or Ulefut in_the'perforaanca of'the'vork Gader tbl• AJt'••­
.. l:lt. -.:'~tle to • :1 property 10 !uruiahed J~u :.1 u-.la in the Goven~ant. 

.-, .. 

-~:~· . ·· ....... 

_,:~>:~H:s 
"-'~!:··-: 

. . -· 

., ... ~ 

. : : .... 
~ -.:: ·.· .... 

. \ .·· 

· ·) •. ·l'be ·G(,ver-.nt ehall tetai.i'iti'th ;*'~-:.~il 'prOdci.et'l~·j,y~~OdUc:te, wut~l•. _: __ ::~·~·\:;·'X<~< 
· ··•lvas•. · Vflr~-tn-proc••• • .'reiliduet. and ~crip f:eeUltiaa·· froc -property to ... ~.:~:·.-;~..,.,;._ --=~·..t .· · .. '; 

.,_,-;. ,._ ~,;·. which the GoTerwnt. bu ,·or::;:·laa_d ·tttle pureuaat :to p1rap-liphi l;••d 2 •bo-#e·;·~ _ _. · _._.., · 

~:t:/·:~:j:: - :4.,-':A~l ~~~ of ~~e"~~~.t.,~~~pl'_.,,~~t:J:~!•;.f•rr:d to c~av! 
· ' - c:olleet!.ve1:r rei'•rroct to ·ia · 1 ·Attic le u 10Gove~JDMat 
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_._ . .,:~· .... ·". .. . ·::~ ~·· ..... 

... ;· .· . : >--- -- . :' -·-· --<~< -"~,_:~~:'J;~:i;~:?'#'~g- ;". t·%,::! 
Kod.!!lcec.i~ llo. 29 · · ---:"~;' ~- · 

· S'-?Pl ... atel A&r .... Dt to ... ,-~ 
Con~r•et Ko. AT(30-l)•l293 

;·.:-/· ·.~·. 
;·. ~ . -: ... : ...... 

.. -·-
To the eXtea.t p~•c~i~e'->1•, the Co:J.trae ~or •h•ll· ca~•• all aoneq•a~bl~ · ... }~~-~-;.__ . ~'";.~ .. 
it .. • of Cover-llll.fl'l.:: p:':'~~n-ty to be .~ubly -_.~;.erkacl Vita an id.eatUyiaa · ~>-rf.·.· 
urk or ayabo:O indt.c.atiq th.lt.. _t~a it ... are .the property of -'tba -CO¥•n·<:.,::_-·.. --~'·::-- · 

· ... i. ':h• Co:a:~o~.-::.•.o·.c ab.all .. t-..~a!.-., at= a!l. t!.._.• ••d ia a .. a.er . · · '· ,. 
uth!acto::y to t!->1 C~u!.oll 1 r.co=d• •bovi:l& the_ clhpodt_ioa ·~--- ·.::--·,:~~-->·.:- ,· , 

.. ;r·· __ uu ol_Gnermaut_ pr?~~r,~T,• _ ~",~-~---~~~o!'~•. ·~~~; --~-• ~~-~j~_l;t.,f!-·S~,~~_.fo~~;,:~~::.,-.~;;_;~-;:-v; 
;_':}g_·,:,~~-.j _t.apa~t1n ,at- all uuo~b.le =;tfiii•• _;Tl~'fia,~_u._44~at~;,-t~t~ll'".::C~•~~!.; :; :_..-~-./L~.-:1 

.. '. :·; ···_·: . ilull ·.:. •l! uuoub!.e :tiNa han .c:. ... t.o~~. th• pra.iua whuch a~y ___ ·. '.:!'Vitr; -

.. X"'\~:-:-· :' ic-.a of GO"ser ... at. propn!!y *x-·· located. -"·i\_·:··; _-_, · .. -· · ·:- ,·- · -::-~-;·---_:_·--+'¥}:::~;~--· 
._.;>l;/. 

~-~.j;,...:{.-\~-· __ .Til~ Colltractor aha!4 pr0111ptly ~~~U~.:~~ c~·~~oa_ ~! •f!-1 --~-~-~~ o~--i:•:"~i~;:v~~.--~,- · :--<::/' 
~.l{~-"i:'0'.'.- ~¥:·.- clutruetioa of or d.._.a• to· Q.nenaaeDt ·prop•rty (but aot .t · 111y cOlt-' ·· ._ .... · · · · _-
J.R'-'if:;_,~· ' · _ u-,ti.oa •l .. ter!.all e~r 111ppl1u ia the perfor11>oaaee ef iu IIDd.-rtallaJ• _.:.~~-. _ -.,_._ :, -; 

· ·'.- ·/; .,.- · · ,bereudc~). lxeept .. otharviu aped!icdly ?revtd•i ia thic.·Aara..._t~·-,'·:j#.\~'"-t ., 

:~.~-:-~_:_:_2-~_ .. ~,:~t.--•·-· . ~~e G~=~::~r ,;~;! !~;o~i~• t~!·:~:. ;:~1::~~:~ o~!.:~:~;u:~t;~. o~~=~r::::•. 
·r ia coiUlectf.oa w!.th thh Aar~emeot) u.al••• •~h _lou. dutnactioa ·or u .. a• 

;t1/>)_~.=~_; __ :·.--.. , .. 1• .due te areu neglig.aace •r wilfvl-·Wd.ic.oiai~:t a>;trl\da~lo. to tbe Coa- ·.­
o5:> tractor'• eorporat« o!tieera ar . .ita ••p•n1ao_ry ~~O!•u. 

·.:.~ · .. ·,··~~-'-·. 
,~:!.·~ .· 

\ ·:< .. 
·;;._-. 

. .JJ.~t~ .. ~'.:.t.~~· ~ .· 

--· 

~~-<-/--~:y_ 

~ ..... · 

6. 

7. 

~~:~~:t 
0

;::;:~; ::~~=~~:·:.
1

:":!t!:!l~1.~~· ~~:·;;·~h~t~t;!ctor_· ·.; __ -_.;_ .. :,~_ .. ·'_;_;~_;,~_-t_~ .. ~~-;:.; __ :_~.-
•xc•pt ia _the perlonu~• c;~!' ita ~•~liaadott.e ~Q .. r· thia Aare ... nt. . --~··' . 

~ ~--~· ~ ~:_•fz~~~~:iv-~i~; 
Ia the neat ,r lou or du-tT.C::i.e1a e! or da-..ae t6 ac1ver-.nt property, 
tne Ceatractor aha~! t.ak.a. aueb atepe-to a'llba•n·e the Qever ... at'a iator:aatw.·,.<;-~·-:_.,;.y 
•• the Co-a!ut .. authorh•• ei- appre...: •• ~ .. ?·If-tlae Coatractor 11 liable .. , .. ·· ·:;!.:·-:·~ 
fer leu er &ectruetion. o"f ·.,r,~,.- t0-·:1._1·:~1: ... ; of, Ccrt_e~at_-property, .-,:::.· __ ;,: :.:~~~(-'? 
it ahall pro.ptly aecouat th.refor to the u-da!actioa of the C~uioa 0 · · . ·_, 
ii the Contracter 15 ~~t liable therefor, •nd i• !•demaified, rei.huracd, -· 
or othe-rvi•• cowrpeoaat.td lor &'Wb ~oaa, deat:-uct!o::. or dai!IAge (other than 
by the Govar ... -t u.d~r thia Aa~ee .. ut), the Co•:~actor ahall pra.ptly 
accouaL to the Cov~r~nt for &R equttab.~ •h•r• of auch iad.-cificat=ion, 
rci.!JIIU ... at, or otne::- coa~peuatiea; ill any aveati t:he C.iatractor aball 
do nothlaa to prejudice the Govar._-.t.•s right• to r·ecner· asainat third . -~. 
partiu for ••1 aueh lou, dutr~~etioa or daa.a•, ·aa4,- ., •• requeat of 
the C~••ioa, an•ll fulliab the Gov•r-at. all reaanaltla auiauaea 
aad cooperatioa (iDC!.ud!oa the proucatio11 of au.!t aal t)le executioa •f. 
iattn•ent:.s of aui&!llae~l_ !.• t.vat" of t~e Gov•r-ot) ia •~taia.ia.a racov:ery. - . ._,. 

-•::~ . ·: _.. ;·· . . ...~.~:~·>·' .. 
s. Tb• Contractor .. ~. vith the approYcl of th• Co..iaaioD. (a) traDafer or 

otberwi•e di•p••• of it~ of GoY•~•t property to •~b partlea "aad npoa · 
IUch tena aad concltt!.on~ aa 10 appreveda or (b)· ltulf acquire title to 
it ... of propnty at ~ricea -tully aareed up" ·by the C~oaioa aacl tlui 
Coatractor vit_bo~.~t tb.e a.cud.ty af UAC:utioi& of aa --~Dt to thi• 
AareU..at.· ·.na prKeed•. of aay ncb tiilnahr or 4bpoa!tlooa,- aacl t:u· 
egr«ed p~tce of &AJ F~ch Cvut:ac~or acqui•~~~o~, an&ll ~. appll•• ia ra- _ 
ductloa af •ay.,pa,...D~• ·:•{ p~labun ... nt to b ..... de. bf- tb• ~.~at -co··_.·,:-

. ~ .... 

. . .:)!j· .. · .. : 

tha Coatraetor ·· i.h! -_ -~ ·. oT· 'ball· • )ta · · 
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···>r ~-:-~· · · .- ~- ;ft<:..· .~-- _;~~>:.~_:.~;···=-~t~:{?~?f: :.~;,-~~f_..;~r~~~is~=-~;· .. :·~~ ~·--.~ -, .· 
Jlo«f1~•u ....... zt · :-,.< ~.-·:"'s·~r<···· ·· 
Suppl ... atd ~11'•-•t i(; ·· -~-:: · 
Coatr•cc ... ~T(lO-l)::.u;; .··'~"-">· 

~'"~ . ~·. :p~ . .-_.: :~:~; •. l.?.;~~J -~; j17.f~!;:·· ·. · . . x·; .. :._ 

TU Coatnctor ahall coaf•ra t• all u~lati~a.. ·~- r~~!-~•t.•:,•(_J~}~J~ ::.:~:;;,:~. 
c-!••1•• coaearlli•a tbe aa••a~t, b.vaator! coatrol, atma& IU · · · ,,.,_ · 
dLapaul. •f Oc>".,.r:-.au: prepartl'•. Th• C:O•tr~~t<»~. aarua te ,rr~,.n .•~_;_;f:~·,-:_, . 
auMd.t to:.u~·~...tuln for'-'t.-nev~>.·W:ttlllj:.~,litKt:y,·-:(IO)'·'uj•~-~:n.#(~~~~:.- · ,.,: .. 
uec11atioa of ·tlda ·~au .... :, ··a vr!ttea •tat ... at of t~• .. ,~.._. to _N,.f),~t-~ .. · ... 
au4 ... .t t"-e proceiur .. _t• be f~llwe•·· 'by tliae c-tract.t._r,._~·- ~,._~f·::~~(:~t.,·: . .:.·'~~-~~ .; 

~~~~~~:.~;;_;·~~·-• .. &,~Ill· ·-~!"•.•tory J,4tatro~.:~;':Ul'~aa· ~~;;~f.t-~~1-!~·~.~ .. ,-~.•~~~-\t~l~~/'' 
·preputy~··''"nie Coatuctor aluill ut· a .. · auy iaadao4 ·it ·;reoe•u• ·ta .. · , ...... · · .. . 
tld1. repd wtdab.- U1.e C~•d•• llAI -anhd _the: cn·t.raaier · l• _.l~eat.bry_~,~-~~~::·::""='':<>;:~: '·,-' 

· t• c...tut .. pelic:y •r 'Vh!.c~ h •t"-•rvi•e· ;reh1Ute41 ~., tkh · Aareinliiat ~---, '· · · . 
. • • . • . .. . • :.. • ~·:.. ;. •••. .:. ... • . • z .. -i,.~~:~ .. 

•tt~ raapeet u ••e~a· lt-~•f C:OV.T'"IIiMat pi-operty '1.~at:•• at ·ttte·! ·.oi:····'·._..,,._.:·· .· 
aoli or otbarwiaa ltapo•ad of ~ taa C•atract•r •r ac~.t~a4 •1 tba : · 
Coatractor purauaat te para~aph 8 aD.va, ~ba C.Var ... at; vitbla .._ 
buairad twaaty (120) lej.a folleviq ·t~a tai.iutioa or iaxpirati .. ef 
the period •f perforaaaca •f thi• Coatrac:t, or aay extaad.oa t1aaroef, 
.altall ahaua or r~· f.t, vitbeut iac:•rriaa· any further ua•t.U.ty to 
tho Co11.tractor. ·--· - · --· ------- -··- -------------

... ~. . . . 

. ·~ ·. 

(a) h the neat ~ae CoYe~at ecc:up1u :lit.- ~ purauaat to eupua- _;;;: ::: .~~; ~f.~~~> 
arapb d(i) o! p•=•irapb 2 of ~4ticle 111 ~ TI1M, Il?llA!IO• A!J TI!Kl~ . 
uno•. tba r1&ht• ,. the c:oy.~ .... t to ANU.a or r...-wa ••• ••t fertla ·.·~(::.- . ;. ~- .:-~· .. -
ia thia paraarapb, ahali •• 1u.apaadad tl•riaa tbe period of aui"l occ.,a~:r ,: . . ,, 
••d the one auadre.t t,.aty '(UO) uy period d-.u!J:.& vhich tba O..a~at. . . 
.uat aitbaz:- ah.a4oa er r&JIOYa ··auch property •hall uot c~~• •• naa ·'' ·' _,:·;_' ... :·.}·,,,, · ·. 

-~\':!"~;;;~::'.: ·.'' ·,; ... ·; .. · .. ll&tU the. a~4 ef. a¥Cih ~c-~'!~~1.~,; .. ::.t;: ,-~},::• ~:<(''> .• ··"· •<' ~·. ~- .. ~;::,::;,:; .. ,.t~>{?t;?~~:d 
0.) Pri•r t• c!eta•iaatl ... ,. tile ~~r.ua: to ahaua er r...ne. •at ··:·,. : .. ,.:~(~: . .-:/{\.; 
it- of Co?e~at property, tlaa Coatract•r a,-reu, if t"-• Ce-Y•~ •• ·. · ·=-·. >·,'· _-

':·." 

. . ' . ~ ·, ,_ 

'· 

r~ueata, to .. ,otiaU vitb the OeY•rwM&t ta J•M bitb t• purauae •~~e" · ~·· 
it .. or it ... at a prlc:e autually •araed up•s, it baiaa uad•r•toei, "-.wever, 
that the Coatractor aaall ao~ ~- r~.tr•+ t• .. a•tiata aay p~ice ia aaceaa 

· of t:be valu to the Coatract•r '.-f aald ih• .-r it-.. · · · 
(c) Thera •hall be AO cbara• te &ba· ~u~at •1 tba C•atracter for. t1a• · 
ateraa• of ncb pr.,ertJ .(1) .f•'C ..... ~~·• :tw.aty (l20) uya after . · · . ... ·-' J·<~i 
terwiutioa or axpirat1o• of t~la Coatract; (U) !.or o .. h~rai tweat7 
(:UO) uya afhr (a) laptealtu 30, 1964·. or (".) auch earlt.ar uta u •"-• 
O.Ven~~Mat .. ,. velwa.tarily tanduta 1tJ r1abt .e! occupaacy •• "-raiu~ne· .,· · ·· 
p'L'rrlui; u (111) ··•ut .. tba pedoi ef th• c:l•ae-_out ef &Ua Ceatract. . ·:-t{/ 

• • • .. 1 "• ·• -~·· .·r· . . i ; -;.''·' .. ,.,~-. "". "'- • ... r- :: .:~::-~·.·~~.·:.:..--t."':;~"';_:;_ro.:_'.'.·,·.~J_·. :: ,;· ..... . _:! .... _. "·:· : ..... :<.:.-·,.:·:·_-. -.-·~·-·~ .. · .. ·. ~: ·.···.-i:!"~ . .:..-··.~:: ·• -·~:~.:-· _:. -: • : . :- . .•· . 

AJ.ncL& ~u - •ITTL!If!!T or oo!Dft!t tm:mwn u Ofl!OTJIPl' ···' :::·;>-:,.~·-

1. hfhitio!h. ~~ ued h tb.h .. U~C:~I:.L,,, , ,•;, :·v :o.·. :-.-_,_ .. , 
• .· ::.>·-.;_;_;,.;.~-,:.~~- ~ .. - .: .,_.· .. ':.'· ~ .-..:.:. ··=~- ...... :"···.-·\:-... .-.. . ... 

(a) 'nl• ,t.e~ .,bprOY ... ata•. aiLall _.. aay __ au ·all_te..,;atiO...~ ;altua&i ... , ·~;,:~;;: 
ia!pt'OT.-.at•, tr adltti.oaa, taelud.h& ht DOt 11.Jdt•cl ta all .. teriall, ,.,. 
pl.ha, ·~ · etltar,_,r,,e~~~~b.Ju4. .· • .o~ GrienM~~ .... ·'; 
t.Oorporati4 .iaio ~'i~iell'' .#._ •. , · · · -.:iti~ · · · f :~·- a..n~·· ll, ·~.-.J~:: 

: .. ,te.aa4.•iK~rata4 · 
~ .... ·~! ~- . . ; . . . . - . 

·: ... 
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- '\ ·-.. ; 

.;.._~~---~-- ... ·. Caatb~ a.at 1• u .. u..,Ula, Leq !a!aad, hw t.-rk, tadp.atat •• 
lite• A au 1, •• ~· 110u •r--:Uieally ·p:tO'rlut la Arttde 11 -
lin or TB! !()!!., he::-eof. a 11 .U.::-•t•CHl ad •ar•et ~Y .. ., of . -~.: <.~ 

·._ .... _ 

.:: . 

·~l• ~•t .. t llllttaUoa tb•t llaera will ~~ ezcbtet fl"• t1ae ... · .. ·-
IIUJiil.q ef tlla tana •t..prov ... -,.t,• a-r .... tactutaa ~.t,..aa, <ta- :,,·,·c~·fi·"3ii' ··-·:=· · · ·' 
cllUliq aaa~Ktatad y{x~ .• ,, tuct .. ru,. c_.-trola, ete., wtdcb ·Gaa "•. . .. · '_;;;.,,. . 
ae'l'lrd fru. tba property wit~t .. ueillt.t!.q llniatval repabit .·~.t }~tffi.:- __ "'JI;.f)~·,· . 
(1ach&d1aa ~ ... : ut l~tact" t• •a:r ~ruk!a.a or· rapabb,a ef wallli er .·. ·. -~~-~,~-~- ·1 ·--.· ... 

eeiliap) te tba lta!.Uiqa. All etker tt ... 1:acoqoi'U .. late Nl• 
laad or •uild!~a•, •~~•pt .. uuf•ct~aa .,~.~at ••• ••a.elatat 
~riaa, cl11e t v.oTiu, c•111.:=o!a, ate., refuTed t• ia U.• praeatlaa 
.. Dtaua, lUll ... ta ... d to lte t.,r_.. ..... ~.. 1t ·~~ futbar .... I'• 
atoot ••• ·~••d that ~poa pa~at tbarafar ~y tae Coatractor •• tba 
CcrYar-...at, aa pr.-v1.4a~ ia th!.a J.rUclo, the Coatracter aball U....e 
aola au axcl•aiYa title aa acai .. t tb~ O.ver .... t te ell t.p~ ... ate 
in Sitaa 4 •~ 1. 

... 'i\-

- .... (b) n.. tena "appraiud value 1a place" tball .. aa tba yal .. uf &be 
bpr ....... at.i !a tb•ir •xi•tiaa o-u.tu ..... ut.rm. ...... ., tba .,'!" 
praiaar(a) 1 •• •f tb• late ef tbe apprataal. 

·. -~- ~:-..,_.;~:~.~~::'~ . ···; 
. · ... 

!~iva~-.:~:.":!'~:!:~:: :;l~ .;:!~:.;~~~ :•:.:-:.;;~..:::. .. ··y~~~4Y~:~ 
t. .. tha ••tt...&::•• coata, •• ut.cnd.aai by tlre appra!.ur(a). of (i) De . . . . 
re.crYal •f aMb 1-.:-n ... ata, aM (ll) tlle rutoutioa of·tu Coatra•••••·: :~.: ·· ;.~f' ·; 
laad au ~uiltliaa• at litu J. aad I t• •nataat!a:ly the ,_. coailt.in, . · .. 
az.c:ept fex ruaeu•l• .....ar ad tur, _Ui•ti•& l.Miiatel7 prior ta De '~';> ··r:.:':~~?~§j 
iacorperatiaa tberaia of at~eb U.,rn-.ata. ·· ·-

Upoa tendut1ou or exp1.rat1oa ef thia J.&Te ... w.:, tha appraiaecl ..,.1 .. la 
_p:.aca IJo.d lae •ppra!uci .. t ulv•a• val~ o! L~e 1 .. rn ... ata thall •• 
datar.ikli Illy • ••r•ou or par•••• .. tuall! aecafta~!a t• lba GoYer ... aa 
aAd th• C•uuc~or. ?r-o-,t:;.y to~l.viaa tacai.p-: of 111eb appraiuh, lN 
Coatrac:t.r elr.all ia aood faitb .. ,.tlata with aad pay ta tu Co'Yan.eat · · 
aD ..... t ~·al to the -tully •&rM4 value of ncb U.rn-ate. n. ~­
-.&tully •&r••• nl .. aull N .. terat. .. d after p:ri. .. hll e ... l .. n&be · · · ' . ..:":~.t~-~ 
to tae appraiaa4 va~~ 1• place aat tha curraat yalua to taa Coatxacter . 
of nell S..,r..,. ... ata. !a ao naat aull the -t .. Uy •&r••• nlue N +-
leu thaa tba •P!ttei .. d aat aal..,•a• _:ul-.. •.f ••1 ialprn-.at. Jaf.lue .. · .... .,_, .c, 
to •ax•• ., •• eithar an acceptalille .qprd.•..-.(•) ar 0. lllltally •area• ... · .. ..:>: .· .·.·>.&~ :.1 
nba panu .. t to tbe foreaoia& ,r~d" of th~•. Artlcla elaall k ... ..: '· :··:-.,~.~<0t.::i 
aida·ud a 4i•puta to I>• .. ttla• !.a •ecorcU.lt.Ce rlth tha O.ural Prorla$.. · · ·· ··· 
of tlda Ceatraet ntitld Dl!mlf •... 

- .. •."."'·· ·' .... 
. ··,. 

~<-. -... -~;:._:::· .: 
J.l.ncu u - r t.TU't! . / 

/ 

1. 
. .r' 

Vh•r:....-er ••7 b:ve.w.tt~n ox ti•ce-.·eo:y !.1 ~u ar -:.oiiiCalYei..-by tbe Contrac:tar 
or 1t1 ..,1.,. .... 1• tba c.,.ru ef, 1a eo ... c~i~u withe or -ur ~u ~U'M .. · 
•f th!• All'••lit~ t\a cciatrutet' i~'il'f.i~ah···t~'co.lid.ld~'·wt~·-~ · ~._:,1?.~~-~~;t':;J3 
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Modification No. 29 
s~~?le~ental -~ee~er.t ~0 

Contract No. AT(3~-l)-l293 

ARTICLE VIII - SETTLEMENT OF GOVERNMENT lNVESTNENT IN TI·fPROVE:>!rnTS 

1. Definitions. As used in this Article: 

~ge 1 

(a) 'Ihe term "improvements" shall mean any and all renovations, alter-

ations, improvements, or additions, including but not limited to·all 

materials, supplies, and other property purchased at the expense of the 

Government and incorporated into such improvements, made at the expense 

of the Government to and incorporated as part of the land or buildings 

of the Contractor on Cantiague Road, in Hicksville, long Island, New 

York, designated as Sites A and B, as is more specifically provided in 

Article II - SITE OF THE WORK, hereof. It is understood and agreed by 

way of example but not limitation that there.will be excluded from the 

meaning of the term "improvements" any manufacturing equipment, including 

associated wiring, duct works, controls, etc., which can be severed 

from the property without necessitating structural repairs (including 

but not limited to any breaking or repairing of walls or ceilings) to 

the buildings. All other items incorporated into said land or buildings, 

except manufacturing equipment and associated wiring, duct works, con-

trols, etc., referred to in the preceding sentence, shall be deemed 

to be improvements. It is further understood and agreed that upon. 

payment therefor by the Contractor to the Government, as provided in 

this Article, the Contractor shall have sole and exclusive title as 

against the Government to all improvements in Sites A and B. 

SYL00002140 



·' 

Modi~ication No. 29 
Supplemental Agreement to 
Contract Ho. AT(3~-l )-1293 

(b) 'lhe term "appraised value in place" shall mean the value of the 

improvements in their existing condition, as determined by the appraiser (s), 

as o~ the date of the appraisal. 

(c) 'lhe term "appraised net salvage value" shall mean the estimated salvage 

value, as determined by the appraiser(s), of the improvements less the esti­

mated costs, as determined by the appraiser(s), of (i) the removal of such 

improvements, and (ii) the restoration of the Contractor's land and buildings 

at Sites A and B to substantially the same condition, except for reasonable 

wear and tear, existing immediately prior to the incorporation therein of 

such improvements. 

2. Upon termination or expiration of this Agreement, the appraised value 

in place and the appraised net salvage value of the improvements shall be 

determined by a person or persons mutually acceptable to the Government and 

the Contractor. Promptly following receipt of such appraisals, the Contractor 

shall in good faith negotiate with and pay to the Government an amount equal 

to the mutually agreed value of such improvements. The mutually agreed value 

shall be determined after giving full consideration to the appraised value 

in place and the current value to the Contractor of such improvements, In no 

event shall the mutually agreed value be less than the appraised net salvage 

value of any improvement. Failure to agree upon either an acceptable apprai-

ser(s) or the mutually agreed value pursuant to the foregoing provision of 

this Article shall be considered a dispute to be settled in accordance with 

the General Provision of this Contract entitled DISPUTES. 
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Responsive Record 4 

APPENDIX "B" TO MODIFIGATION NO. 29 
CONTRACT NO. AT(JO~l) -1293 
REVIS~D DECEMBER 1; 1961, 
~ER MODIFICATION NO. 30 

; • • """"'·~ t • •·· ' J'jl1: Deto:.~~ati~ (Ckcle Number). 

· ! t1.:J"ifior::y. i..J Aut- ' '/:..t.ki ' i. Ctassificati.on l.Jnchanged 
I . I · 
!\lame:_ 2. Classification Changed To; 
2nd Rev· 

Authori 

Name: 

As provided for in paragraph 1 of Artie le I of Modification 29 oi' Contrac·t 
· AT(30-l)"-1293, this Appendix ".B ... describes the scope of work to be petfonned by 
the Contractor for the period October 1:. 1961., through March 31, 19.62. · 

1. · Mark VII-A - Mark V;..B (Inner-F~el) 

I 

a. The Contra~_tor shayi manuf~cture :·and furnish 'to the Commisst,, .. }lark VII.;.A 
and Mark V-B slugs at m9nthly tonnage rates as fbllows: f· 

• . ··-- . . . :!. - -

PERIOD 

-October 
November 
December 
Janua1;y 
February 
March 

MARK VII-A 

80 
80 
80 
80 

105 
105 

MARK V-B 
(Int_egra1 Rib)' 

8. 
8 
8 

10 
10 
H) 

b.· Mark V-B (fnner Ribless) 

(.1) Tne C.o_ntractor .shall manufacture and furnish to_ tbe Commission. a total 
of 680 irra~iated quality Mark V-B inner·db1ess pieces in accordance 
with the foPowing: 

October, 1961 
November, 1961 
December, 1961 

220.pieces 
220 pieces 
240 pieces 

(2) As· part of the Mark V-B production tonnages established under 1. (a) 
above, the C-ontractor shall ni.anufacture and furnish to the Commiasion 
Mark v~B ribless inner fuel pieces in accordance with the following 
schedule: 

DATE REQUI~D 

February 1; i962 
March 1, 1962 ~.~ 

. aL~ 1 lOft ~~"' ,,.~ 
~-'l. . 

NO . OF RIBLESS 
FOR. WASHER 

(SSK4-3-222) -

1500 

Response to 
FOIA (SR) - 04-0i8 
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APPEllDtX "B" TO MODIFICATION NO. 29 
CONTRACT NO~ AT(30-l)-1293. . 
REVISED DECEMBER;; 1; ::t9·(n, ·_, · .tD'I:it.', 
UNO~lf .M_.Pi>IFrCATION NO.· 30 

2. Mark V-B (Outer-Fuel) 
. . . . 

'l'he Contractor shall 11Ulintain its Mark v..:B outer-fue1.e1ement facilities in 
ready standby which shalllnc.1ude such miriitiniiu: tok~n. operation as .requited 
to mai~tain <;apabil_ity, It is understood that minimum t~.ltt!n operation \Till 
not exce~d an average product~on of approximately 100 pieces per month. · 

. i . 

3. thorium·· 

The·Contractot' shall-conduct a thorium program, using·its hest·e.fforts, 
toward· the manufacture and .canning of 1,.320- thorium slugs (560 pnysic·s test 

. pie~_es and 760 re.,.ctor acceptable) approximately 6.5 ·inches long and of the 
M~rk -VIl-A cross sectiop.. The program .. shall includ.e the pt'~pat'apion of 

· specf~ication. s and operating procedures for.:_ annin·g thorium ;ele~ts. and 
th_e preparation of the core materials includ1ng ·all necessary ref~arcl:t, 
'devel'omn,ent'. machinillg' cai:lniC:g ,. and da~a accunnilation .. 

.4 • · Px-<~gratii ·Development 

The Contractor shal,l conduct the following I>rocess improvement at;td .develop­
ment programs: .. · 

a. Mark V-B Elemen~ Development. 

b. 

The-Contractor shall conduct a Mark V-B fuel element devel9pment 
·program· for the purposes of .achieving costs· savings in t'lu~ .manu-
facture of Mark V-B elements. The program shall: include necessary . 
tooling and eqtilpuJent to -produce Mark V-B ·elements. udng new techniques, 

. v~riations of tin and £iniess p~eces alld necessary. d'evelopment to 
·assure that new ei~ents meet ,_..equired speciifications. · · 

Nonc:lestructive Testing · 

·-rD. connection with .t.he above. programs, the.-Conti:actor shall conduct 
a ~e:velopment and t~stitig program on nondestructive testing-. equip­
m~nt. The program shall include development of ~ process and equip- . 

. ment capable. of properly determining. and classifying grait1 size,. 
developments to determine sub-sqrface nick~l eutetic by either eddy 
current or ultrasonics' and th~ development 9f technique~ necessary 
to· P.rove out· tiondestrtictiV:e testing equipment. · · 

5. Du Pont :roo ling 

The Contractor-·shall.P,el."form tiork in connection .. with the. Du Pont Tooling 
Program as authorized by the ,-Contracting Officer in accoriiance with .the 
Commission's letter to the Contra~.tor of April 4, 1961, attached hereto 
as Exhibit I. · · 
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APPENDIX 11B11 To MQDiFIC~TION NO.- 29 
CONTRACT NO. AT(30-1)~1~93 -
REVlSED DECEMBER! l ~ _ .1961•,,·_, ·' :·: , . 
UNDER MODIFICATION NO. · 30 · . 

On or befor~ March 31, t9.o2-, the ·commJssion shall b.ot:i..fy the Cop.tract9r in writing 
of the scope of work to be_perfonned by the Contractor- .~uring -th~ period April 1, 

_ 1962~ through September ~(), i962. '!he amount of fixed fee for s~eh scope of work 
shall· be mutually agreed upon,. and- failure tP agree_ ·t-her~on shall be deemed to be 
a dispute as' to a question of fact- and shall he determined ,in accordance- with the· 
General Provision· of- this Agreement entitled DISPUTES. · 

I 
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UNITED STATES GOVERNMENT 

Memorandum UNCLASSIFIED 
TO R. c. Blair DATB: January 10, 1961.. 

FROM ~ames S. Hopkins, Director r· Admi~istrative Division 

Document No. SR·A-124 
This document consists of 2 pages 
N0 ._L_ of ~ copies, Series A 

·-
SUBJECT: AT(30-l)-1293 · ... Sylvania Electric Products Inc. 

AC:RAMcF:ac 

Your signature on the attached letter to Mr. Hetz of Sylcor is 
recommended. The letter (1) establishes production levels for 
the Mark V-B and Mark VII•A programs for the period December 1961 
through March 1962, (2) confirms prior requests to Sylcor to pro­
duce at indicated levels, and (3) requests estimated cost and 
fixed fee proposal for the scope of work changes. 

BACKGROUND 

Modification No. 29 establishes production levels for the 
Mark VII-A and V-B programs and outlines research and develop­
ment programs to be followed. Commission letter of November 20 
requested Sylcor to submit a revised proposal based on tonnages 
as follows: 

Mark VII-A 
Mark V-B 

January through March 
November through March 

50 tons 
10 tons 

Sylcor submitted a revised cost estimate and fee proposal covering 
the period December 1, 1961, through March 31, 1962. Since the 
Mark VII-A program was subject ·to further change, no action was 
taken on Sylcor 1 s proposal and by Commission teletype of December 15, 
Sylcor was authorized to produce VII-A slugs at the December rate 
for the month of January (BO tons). No formal authorization was 
given.Sylcor with respect to the V-B production. By letter dated 
December 18, Sylcor submitted a revised proposal for Mark VII-A 
production for th~ month of January 1962 at a level of 80 tons.· 
No formal1 action has been. taken on the December 18 proposal. Since 
the production levels for the Mark VII-A and V-B programs have now 
been established through March 1962, Sylcor is being requested to 
furnish us a-revised proposal covering the period December 1961 
through March 1962 at the following production levels: 

Mark V-B Mark VII-A 

December 
January 
February 
March 

10 
10 
10 
LO 

80 
80 

105 
LOS 

) 
'Yq3 

I I 
Ill'!:-:.-~--~·· ... _.-_·r- :"". ~- 0:: r 1. (;I" 

UNCLASSIFIED fi-r· 

: 
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R. c. Blair - 2 - January 10, 1961. 

Sylcor 1 s January 2 letter pertains to the development program 
(2913-170-~element development DCF1189-CH) and defines the in­
tended scope of work to be pursued. They plan to engage in a 
program whereby rejected canned Mark V-B Inner Fuel elements 
will be stripped of their cladding and recanned. The funds 
previously approved for the project through March 1962 are suf­
ficient to cover the recovery work. 

Attachment: 
As stated 

Distribution: 
lA - Contracts 
2A - B&F Division 
3A - Office of Chief Counsel 
4A - T&P Division 
5A - Admin. Div. Rdg. File 

, __ L..··-'; ,._ 4 
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. UNITED STATES ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

FINDINGS AND DETERMINATION 

Responsive Record 4.1 

AUTHORIZATION FO-R MODIFICATION OF COST-PLUS-FIXED-FEE CONTRACT 

SYLCOR DIVISION 
. SYLVANIA ELECTRIC PRODUCTS INC. 

Contract No. AT(30-l)~l293 
Modification No. 29 

The Atomic Energy Connnission proposes to modify-its cost-plus-fixed-fee contract: 
with Sylcor Division,. Sylvania Electric Products Inc., to extend the term of the 
contract through September 30, 1962, de.fine the scope of work to be performed 
during the period October 1, 19()1, through·March 31, 1962, and. to consolidate int-o 

. one document the applicable contractual provisions~ The work programs to ·be per­
formed are incorporated into proposed Modificat.ion No. 29-to the Contract. Th¢ 
total estimated cost for the additional work is $2;146,300 of which $101,4q0 
represen~s fixed fee. 

3. Continuous process development is required. 

4. D~ring .the past ten years Sylcor Di.vision h,as. operated its Hicksville PLant. 
under a cost-plus-fixed-fee type contract with the Cotrmrission for the 

· primary performance of canning uranium slugs ·for the Savannah River Plant. 
reactor. us' e. Sylcor. Dlvision has successfully performed the work re_qu;i.re.d 
by the·con:u:ri.ission and is considered best. qualified to perforni the additional 
work required ·by this modification,. since it ··is essentially a:· continuation 
of programs previously performed. 

5. The estimated costs under this modification are considered to· be reasonable. 

6. The proposed.. fixed fee of $101 ;460 averages six per cen_t (6%) of the estimated 
cos.t fee base and is considered fair. The £ee was arrived at as the result of 
negotiations between the parties and is within the AEC fee curve limits. 

Upon the basis of the findings set ·forth ·above, I hereby determine that it is 
impracticable to secure services of the kind and quality desired without the use 
of. a cost-plus-fixed-fee_ Supplemental Agreement, and I hereby all:thorize the use 
of said Supplemental Agreement· .. · . 

By: ____ ~-~~.-~P.~,~~~:.-'~-~--m.~~~~;~~-----·~~-----~----
Title: ___ s_a_va_-n~;l_~a_h __ R_iv_e_r __ O_P_c_·•v-'i~io~n_s_o __ H_k_e __________ _ 

Date : ___ ---.-JA_N_I_._o_;.f;,.:.%&2::;..:.. --.,....----.,----
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(:_ONTRACTOR Sylvania Electric Products, Inc. 
Hicksville, Long Island, New York 

SUPP~NTAL ·AGREEMENT TO Amend the scope . of~: ork, extend_ the· cont-rac 
period through Sep ember 30, 1962, revise 1 

,estimated cost and fixed fee, and complete: 
restate the terms knd conditions in one do< 

I 

EFFECTIVE DATE . October 1, 1961 

- . . . . . 

.RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

_Previous Direct Cost 
. (Modification _No. 28) _ 
This Modification· 

(Net .Increas~) 

SROO 

$15,944,989 

1, 761,056 
..:.· . 

Total Direct Cost $17,706,045 
--·----. 

evious Fixed Fee 
(Modificution.N~. 

'!'--·--~--.. . .. 
s Modification 

(Net Increase) 

. - . ·.-------------
28)- $ 918,4-89 

10.1,460_ 

New Total Fixed Fee $ 1,019,949 

New Total Estimated· Cost · 
Through March 31,-1962 $18,725,994 

Total. Amount Obligated 
of October 1; 1961 $18,725,994 

.. 
J-__ 2!2..!~~~~~-.: t-r·1c~ .. \.·r~~-f- ~ . ,t:-'-''.,.. 

.lierj 

1. CtasfA}?J-~.fl lfi•phF~"[ 
..:...j-JbA......&Ji!~~~-r- 2. Classification Changed To: 

$3,951~805 

-0-

-$3~951,805 

$ 172; 150 

-0-

$4,123,955 

$4,123;955 

(tA) 
TOTAL 

$19;896, 794 

.1, 761;056 

·$21~657,850 

$ 1 ,090,63~ 

101,461 

$ 1' 192.,09 

$22,849 '9~ 

. $ 2 2 ' 84 9 , 9· 
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. Modification_ No. 29 _ . 
Supplemental Agreement to·· 
Contract No. AT(30-l)-129_3 

THIS SUPPLEMENTAL AGREEMEN't, enter~d {tit~ this //9'aay of ~a;~~~~~fiiit. , l96.3l.. 
effective 12.:01 a.m. October l, 1961, by and. between the UNJa~EiiSTiTEOF .AMERICA 
(hereinafter referr.ed to as the "Government"),. as represented by the· UNITED STATE: 

:ATOMIC ENERGY COMMIS-SION (hereinafter referred to as the i•coinmission"), and 
·sYLVANIA ELECTRIC PRODUCTS INC •. (hereinafter referred to as the "Contractor"). 

· WITNESSETll THAT: 

WHEREAS, as of the lOth day of December ~951, the Government arid· th~ Contractor 
entered· into Contract No. AT(30-l)-1293 for the performance by the Contr~ctor of 

·certain· work for the Government involving tb.e use ·and occupancy of the l~nd inid 
buildings. of the-Contractor on Cantiague Road in Hicksville, Long Island, New Yor 
·~ . 

· _WHEREAS, said Contract has heretofore been amended from. time to time and the 
·pa~tit;-~ hereto· desire to further amend said Contract and. to. ~nsolidate into 
one documetit all of said amendments which may be applicable to -~ork to be 
performed by. the C~ntractor after the date of this amendment; and . 

·WHERSAS, the parties ·desire to modify said Contract as hereto:fore modffied 
·to provide for the per·formance by the Contractor 'of an additional scope of 
work as hereinaf.ter set .forth; and 

WilEREAS, this _Supplemental Agreement is authorized by the Atomic Enel:_'gy Act 
of.i954, as atiended; 

_ NOWtPE_-·.~FORE,- in consideration of the mutual covenants and agreements 
he~inafter set forth, Contract Ar(J0-1)-1293, as heretofore amended, is 
hereby modified to read~ as follows: · . · · 

(a) On and a_fter the· effec_tive date hereof, all rights, duties and 
activities of the parti_es with respect to the work hereinafter described 
shall be governed- by .the provisions. of this Agreement; 

(b) The rights and obligations of_ the parties whic_h have been incurred, 
or which have accrued or matured under the provisions of the Contract as 
amended prior to- th~ ·effective date of this Agreement, shall- in no_ ·wi~e be 
.impaired, limite_d, enlarged or affected by reasons of provisions hereof 
·except to the:extent that any specific provision of this Agreement is ex-
pressly stated to be retroactive in lts applicatio-n. 

ARTlCLE I ~ SCOPE OF THE.WORK 

1. BeginDing 9¢tober 1, 1961, the Contractor shall proceed with the machininE 
manufacture, cann:tng, testing, inspection, and delivery of metal and allo~ 
slugs to-the Commission and perform other services as required by the Com· 
missio~, all in accordance with the classified Appendix "B" to .this .---.. . 

Agreement. · 
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Modificat~~n No~ 29 . 
· Suppl~ental· Agteeme~t to 

Contract. No. AT(30-1}~1293 

· 2. (af·· ·~a w<Drk to be provicied for iuil patagraph l above is Wilder tl:le 
-juri~diction of the C.O!:!lm!sdom' s Sav.a~h River Operations Qffice._. 
This para.graph 2 is concerned ooJ.y with such other c~at-type vork :· 
(:U· ."{lay)·. to· ~e .p~rfoniled at· Sits A (as dafio.ed in Arti~le II below) 9 · . 
wh~ther or nOt of the ~sme type or· character as provided io.'paragraph 1 
above.& as may b~·agreed to by"the Contractor and the CODmissiou or by 

. the ·contractor and the Sponsor. (4afined as a costQtype Gontractor of the . 
. CO!PJdssion) with the written apprwai of the Commission, by execution. o·f 
th~ docl~Ulemt provided· for in Appendix "C". attached· ~eret~ and· made a · 
p$rt hereof •. E~ept.. to the· extelllt Qtberwise·speciflcally provided fot. 
in this Agreelr4ent 9 including the docUJDSnts provi.ded ·for: in Appendix "c·u 8 . 

aU prov1siom~ of this Agreement $hall beapplicabl~Witb respect to 
work ~dell: this paragraph 2~· · 

(b) Except as otherwise authod.zed by the ccmim:lssion11 it .is· u~n~erstood 
that the' Commission ·or.Sponsor Agreeme~mts referred. to in this ·paragraph 2 
aTe the·otmly vehic.les_wb~reby the Comtlt'actor may perform work as provided 
in subparagraph (a) above· at Site A. · 

(c)· Prior to formal imtiatiollh of ee.ch Appellldix "C'' aglt'eement with the 
Spo1111scr orCommtissi9.~ offlte:e 11 as h.grei~maJ!ovtJ~ provided 9 the Contractor 
shdl notify the -c~adom·8 s Savatmah River Operations Offtce in 
wr~_Hllllg ·of the scope of. wor~. and .tet:ma . of the intended Agreement~-

The Contractor shs.U. furnish all mated.als, equipmen.t, facilities; and 
premises; a!lild all other propert~es and services requisite to the prop~r 
iH~rfC?rmBI!ll.Ce. of wo-tk \Ui"imdel:'. tlds Agreemelltt amd shall be reimbursed therefor 
in a·cco..-:dallll.Ce with this Ag~eemeimt 0 except to the extent that. the Govern~ 
ment 9 or, i~ the case of am Appendix "C" agreemeill.t 0 the Sponsor, or the 
C01Dlllissiom may elect or may othen:'wf,te be_.expr·essly Qbligated. to furnish 
such properties or services. . . . . 

ARTICtR: II ., ·. SITE· OF Tim WORK 

1. Principal Si'te. ·unless the Comm:.[ssion approves a su~$tUiu~e site in . 
. ~iting a~d ··1,1111tf.l ·the _date approvad by the CoiK!Olif!siOJm ·for such sub ... 
~d.tutiomp ·the principal site for the work umder this Agreement shall 
be ref~n:red to as Site A and shall be the la1111d ao.d buildings of the 
Contractor on C&ntiague Road, Ricksv:Ule 9 Lomg Island, New York; 
described in the attached. drawings mait'lt~d A.ppe1111dix u·n~•, reviSed 
October.l, l96l 9 .excluding therefrom the space identified in 
s.af.,c{ A;t»p@l!ll.dix 9'J:ll'' flU·~ designate& a:s ·SHe B, Si.t:.t'l B to 1lliellud<l') 
also reasonable rllghts of ingress and ~gress. 

2. Alteration at Site A. The Contrac~ot sb.aU. alter the pla:~t a~d. other· 
facilities a.t· Slte A to the exte&nt;·that the CCO!imdsSio&n cons.fders such 
alteration 1111ecessary to the pr~psr pe~formance of the worko 

~.· 
t 

! 
! 
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Modification Nil •.. 29 . 
~uppl~en.t~t"- Agr~ement t;o . 
Cont-ract Noc..:AT(3().,.1_) ... 1293 

3. · Tramsf~r of ·site. The _Contractor agrees !hOt to selL,: ~ease; license, 
or otherWise transfer .ownership or occlipalllCy of. al!ly part of tt·s land, 
_buildings p Oli- facf;l1ties on. (1). Site A,, or (2) .the areas, . tog(i~b._er 

.· mtth ·buildings or facilities ~hereon, marked in red·· cr_osshatch· in 
~pp<allhdix ".D" of. this· Agreein,em.t without expressly. making such sa.le, 

· _,-lease 11 • l:!ce~se, or other traii$fer subject to the provi,sions. of sub­
V paragrsph (d) of paragraph 2~ o_f Article III .. TERM •. EXPIRATION AND 

TERMINATION,·. of this AgreemeiJ.t o The Contrac(:or further· agrees t;.hat 
. ia the. evell!lt it sells·, "lease~, U.cemses, or otherwise.: transfers" owner­

sbip, occi!psncy, or_possession of any part ·of its la~d, buildings,· or 
fac:Uities referred to in this paragraph, it will hold· the. GOverlunent 
harmless from any. and all damage that; may result to the Government from 
~fuch salep lease,. license, ·or transfer.. · 

!(!)!t~oilitract Activities •. Tbe Contractor shall not engage in or per'll\it 
ot

0 ers to e~gag~ in activities at Site A other than activities ta·the 
psrfolrmamc_e·, of. work under this Agreement without the approval of tlie 

· C\Om!!desi.o~m. · 
. . . 

ARtiCLR. III · ~ . TERM" EXPIRATION AND TERMINATION 

lo, ~· Subject to the· provis:§.ons of this Ax-ticle, the period of performancE 
7 of t~e work -~11\de·r this Agreemen~ shall ·e~md on Septetl!.ber 30, 1962; provided 
'';howeveu:» th~t the Government, .in its sole d!s~retionD. shall have the uurl":' 

;iii; lateral right _frmn time to time to extend the pe.d.od ·of pe.rf~rmance under 
I< '·this Ag!t'eement f.or a consecutive period or periods through Sept~ber 30 8 

· ··c 1964~ ·upon written notice or notices to the Contractor of if:.s intention 
· ·to extellll.d the c·ontract .for such period or periods. . Each such· written 

notice. shall ideattfy t.o the Contractor the. scope of work ·to be perfo~d 
by the Contractor during· the period-in which the Contract is to be ~xteiidE 
The amoullll.t of fixed fee for each Contract extension shall be mutually 
agreed upo!ll; and· failure to agree thereon shall.be deeaied to be a dispute 
as to. a. que~tion of fact and shall be. determined in accordance With the 
General .Provis~on entitled DISPUTES, hereof o The r·igb,t·s and remedies of 

. the Government ·for any failure of the Contractorp for reasons beyond its 
control and which did not result fr<nn any act(s) or o,U..ssion(s) ·on its 
pa~t» to agree to any extension of the period or periods of performance 

·. prov!d;ed for in this paragraph shall J:>e .limited to the provisions qf 
subparagraph (d) of paragraph 2. of Article III ~ TERM, EXPIRATION AND 
TERMINATION. 

\ 

(a) For Default. The performance of the work under paragraph l_ of 
. Article I and Ul!ll.der any or all of the agreements under paragraph 2 of 
Article I may be terminated by the COmmission in whole or in part by 
reasoun of the breach by the Contractor of a1l)ly.of th~-provisions _of this 

. Agreemen:at o The perfornuince of the work undsr any Sponsor Agr~e~ent. may 

- 3 -
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Modification No. 2.9 
Siipplem.ental Agreement t~. 
CoO:tract ·No. AT(30-l)··l293 · 

. be terminated· by. the Sponsor in whole or in part by reason of the. bre_ach 
-. by the· Ccmtr~c:tor ;l.n r_egard to ~aid w~rlt"of any of. the provisions -.·of thi,.s 
Agre·~nt •. · .. ~ere both reasonable and practicable • in the light . of _the­
nat.ure -o~ .the breach ·aild its effect on. the. other party, the, Commissi·~n, 
or the Sponsor in the. (lase o·f a Sponsor .Agreement, wi~l _give the Contracto1 

-writ.ten ·notice of the breach and of its intent ·.:o terminate by reasons the1 
_of a,;a.d. ·the ·oppor.tunity to cu~e the default. promptly. _ 

(b) For the -ConV-enience . of the . Government. The perforDiap.ce . of. the work·. 
unde_r Article t of this Agreement or any part _of sa.id work may be termi- . 
~ted by the .Commission ·for ·the ·convenience· of· the: Gove~oment·. · The per-

.. fot'lll$~e. of tth·e work under any :~ponsor ·Agreement. may be te~rtated by. the 
Sponsor with. the approval of ·.the C~ssion for tha convenience· of the 
GQVernnuint ~ · · 

(c) · Notice of Termination• Termination, under this paragraph, shall ·be _ 
effed;.ed by 4elivery to the Contractor. of ·a 'Written. notice· of terDd.nation.~ 
which notice (i) sltall specify a datb upon which s·aid termination shall­
beco,:ne effE!c.tive~. which date sha:ll·.be at least sixty (60). days after the 
delivery of said no~~ae; (:l.i) in the event of a termination in part~ shall 

. specify the portion or. portions .of th.e "work so ~erminated and· the" period_ 
or periods 4uring .. which. "said. la~rmination shal1 b.e effective; and {iii) shal 
Specify whether said:ter:mination is for the default of the Contractor or 
for the .convenienc~ 6f the: Govermnent~ Upon r~ceipt of said notic~ o-f 
terminati.~n, .the contr~~tp:r'tprOlt.ptly,- e:lci:~pt as the notic~ may direct 
Othemse, shall· (i) discontil\ue all.te~~t~d work a.s soon a:s _is _ 
reasonably practicable, if the noti.ce so dir-$~ts, and in any event by 

. the date .. spec-ified in. said notice of termt~~ion; (ii) cease al~~ placing 
·, ~f ·orders. for property ·or .ser-Vices in comi-ec:ti.on with· the. per·formance of 

tbe terillinated. work; (iii) procee.d. to the best ."of its ability "to terininatl 
.· all orders and subcontr~cts to t:ti.e extent· that .they relate to· th~ termi· 
.·_nated work; (iv)- assign to the Government, _in the manner and· to the exten 
:directed .by the Commission,· all the right, title and, interest ·of the· Con· 
tractor -under the. t"e+mtnated portion of the orders and subcontracts so 
.terminated; (v) settie, "With _the-. appr~al of tlie CODiidssion~ or the . 
Sponsor in the_case.of a Sponsor Agreement, all subcontracts, obl~gationt 
commit'Qlents and -claims. related to the terminated work, the cost of which 
would be allowable i-n· accordance W!~h the provisions of this Agree~ent; 
(vi) .continue performa·nce. of such par~ of the Ag~eemeut. workt if any, as 

·_shall not have been terminated;. and (vii) take such ·other· action with 
respect t"o the. t;eruiinated work SS· may be ·required under other article"s. c 
this Agreement a~d," subject ·to the approval of the Commission,. as 11!.8Y bE 
otherwise appropriate including- but not limite·d to action for ·the prQ.:. 
tection and preservation of Government property~ · 

. . 

(d) . E~try by.Goveroment After Default. 

(t) If,. prior to September ·30; .1964, perf~_rmance of· all of the -we 
un4er this Agreement is tertld.nated ·for the default. of the Cor 
tractor or _the Contractor refuses to agree tQ any extension • 

- 4 -
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Comtr~ct No., AT(JO .. l) .. l293 

the. period of p·~rforinance as prov:ided in pal:a~aph lo of · 
Ar~icle III ··.TERM; ·EXPIRATION AND TERMINATION, the Government 
~Y enter upot~,.-and o.C;icupy Site A exclusi'!'ely for ~uch period of 
time as it .nta.Y· de~ ltesirable frOm. a ti~e no la.ter than thi~~y (30) 
days after tpe da'te of such default or after the.date of eipirati~n 

· foJ,lowing such J;"efusal through September. 30, 1964, but· not after :~-~!!:'•-· 
·Sep.tember 30, 1964-, by paying· to the Contractori ~~r each month· 9f 

· · s~h occupancy of Site A, -a monthly. char.ge in· full satisfaction of 
·.. all claims ·of the Contract~r-against the Government arising out of· 

,said entry, Jnctuding the Contractor 8 s loss. of .use· of .~aid facilities·, ) 
. ,-~t .l except_ as otherwise provided in paragraph lo of. Article:XIJ::~:f. ~~EMNl~X·b 

. and. the fair rental value of said premises and facilities but excludi~g 
· ·.ill other claims aris~:a;& out of the Government's use and occupancy ·of· 

· ·s'a:id premises and· facil.f ... t.tes. Said monthly charge· shall be ·1/12 of f. 
. -the actual annual costs' and expenses ~itglbutable to Site .A,. inclu~jilg 
. but not limited to ~uch. items as 'tax~!i,,,1,.·nsurance _exc:tept workmen_~, 

compensation ig.s~rance, ·arid su-ch .other <;!)Sts as may be approve-4-'"fiy · 
the Commisston.. · · · · · · · 1· · . 

. ·. ·. ', . . / 
(ii) ·: .. After ternrl.Mtion for. :the ·default of the Contt-~9-~r:.and t.h~~xercise 

· of the right CQil_ferred upon the Government _..-Woccupy the;:;.t'emis_es • . 
as provided in (i) above, the Gover~~ay (a) _en~<E!~r.upon and have 
exclusive occupancy of Site A;. ~~ske possession- of _all Government 
property in Site A and, ·fot t):.-.::''period of said occupancy, take pos .. · 
session. of a 11 materials, t;~~ls • machinery P and ~ppliaric.~s ... in Site .A 
.which may be. owned· by Q~· in possession· of the· Con·cractoi" and used · 

. ~lely in connecti,:~;Jfth the work under this Agreement; (c) exercise 
during sai·d OC~Jlpt~acy,· in it's own name and for its own account, all·. 

· -opt~ons, pt;i:v.L{eges an~ rights belcniging to or exerctsable by the 
. Contrac; .. ~·-tn connection ~th. said premises and faciliti~s; and ·· 

(d) .vA· its o~ account and for its own usell fabricate, proce.ss, 
. ~c.omi_1iete,_. 'or ~loy others' to· fabr.icate~ proc'ess; or comptete, 

~h~ein research and ·development and production work on· fuel elements. 
-·····.~~ . . ·. . ' . ' . . 

···'(iii) In addition., the Commission shall» within the iindts of tt;s authority, 
indeuuiif}' and hold the Contractor harmless against any damages finally 
awarded by a court, agency, or board of competent jurisdiction, . or I 
settlements made With the cons·ent of the Commission,. and against 

. reasonably necessary elq)enses ·incident to any action before. such .court 1 
agency, or l;loard, ol:' to s~ttlement, where such awards and settlements 
·are based on claims ·by third parties against th·e Contractor aristng 
out of the. GOvernment 8s use and occupancy of said preinises or facili­
ties, or the exercise by the Gpvernment of any of therlghts or 
privileges belonging to the Contractor pU:r_suant to this subparagraph ~ 
M,oreover, except ~s .provided in' subparagraph (i) above, and.' except fot 
reasonable wear. and tear to such. pr.opert:y ~ the Coumdssion shall also, 
within the liirdta· of its authority~ indeinnify and hold the C<>n.tractor I 
harmless against ·physical damage to or physicai loss of the Contraeto· 
own. property which may arise out of the Goverwnent' s use: 'and occupancl 
of said. premises and facilities .. 

.. 5 -
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(e) Terms .o.f Settlement. ·upon a tenninati"o~ of· all or p~it o~ the work 
under thiS A:gre~nt, ftill 'and complete· settie'D)ent ·of au· 9ld.ms .of tne 
Contractor with reapeet to the work of this Agre~etit so terudn4te~ shall 

. b~ ~d.e as . follows: . . 

I 

(i) Assumption pf Contractor Is Obligations. The G()vernment. may. 
a~ tlle 4iseretion of th~ Commission, assume and becoDle" liable. 
for all obliga,tions, . commi."tments, and claims that the. Cont·r~otor, 
may have. :theretofore .. in go.od faith undertaken or incurred. iri. · 
connection with the terminated work, the cost of whi.ch ·wotii.d be 
allow~'ble in ·S:oaordance. with the provisions of this Agre~ent; 
a~d. ~:"he Contractor shall,· as a condition .of r·eceiving the ... pay-. 
ments: menti:oned .. in this Article, execute and deliver all .su~h. 
papers and take ali such steps as t~e C<?mmission may re~ire 
for the purpose of fully vesting in the Government all- the · 
rights and benefits Of the c·ontractor under such·obligations 
or c01D1ldtments • 

. (U) Pa}'DUint for Allowable Costs.· _The Gqvernment, or the Spo~sor in 
the cas~ of· a Sponsor Agreement_, . shall· reimburse the Cont-raotoJ;" 
or ailow. credit.for all allowable costs incurred inthe ~er-

. fo.rnl.arice of the terminated work and not previously reimbtir$ed. 
or- othenrise dfscharged. 

(iii) .Payment ·for Close-Out Expense. The Gov~rnme~t, or tli.e Sponsor 
, in the case. of a Sponso~·-Agreement., sha~l reimburse ·th~. Con­
tr~ctot;: ·(a) for ~uch close-out expenses, ·(b) for ·s'tlch fu~her. 

(iv) 

· expenditures as are .niade after the date of termination." for 
the·,prot;ec.tion of the Government property,_ and (c). for such 
legal_ and accounting services. in connec~ion wit-h settlem~nt, 
as are r~quired or approved· by the Commissi_on, . or the Sponsor· 
in the case· o:f a Sponsor Agre~ent. 

Payment on·Account of·F:t.xed Fees• 

(a) If the. p.erforman~e of the. work under· parag~ap~ · 1· of: 
Article I. or: any Appe~dix ' 11C" .Agreement :under para~r:a!>h ,·~ .of .· 
said Articl-e of thi~s .Agreement i~. terminated in ~hole, for ·t'lj;e 
default of. the Cont~ac.tor, no f~rthe.r payment shall be made of ·. 
fixed fee for· ·any· uncompleted part of the work up.der such p_ara-· ... 

. graph, _nor shall any further part of the 10% of the fixed fee · 
for the work under such paragraph, Withheld in accordance with 
Articl,e VI, be paid; provided, however, that the ·contra<itor 
shall be· paid with respect to. tl:ie·tierminated work under such. 
paragraph·90% of a sum determined by applying-a perce(l:t~ge to 
the total fee applicable to ~uch work, such percentage .to· be 
determined by dividing th.e amount of wor.k completed 'u~der such 
paragraph (inciuding without limitat;ion preparation and develop­
ment work thereunder· afte.r October 1:. 1-961) by tb,e total amount 
of work provided for under such paragraph; provided further 
that the Contractor shall ·refund to the Commission, 
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or Sponsor !f applicabl~, -any fixed fee received _for. w_ork 
_under· ·sue~?:. paragraph which is in excess .. -J.f ·the amount de-
termined_ under tlie'preceding formula. . . . ' 

.(b) If the performance of the work un_der thi~ ·Agreement h 
terminated in whole. for the convenienc~ or _th:e _ :Gove~~-n~; 
the· ·contractor shall be paid that p'ortion·o~ the ·fixed fee: 
applicable to the work under· par~gi'aph 1 of Article I and· _to 
each Appendix "C" Agreement under paragraph f-.oi: said Artfcle, 
respectively,. which the work act.ually completed· under .each such 
paragraph and· Agreement, respectively, a·s. dete.~ined by· th~ ·_ 
COlitQrl.ssion; bears t~ the entire work under each such_paragraph 
_and Agreement, respec;:tiveiy, less paYJRents previousiy.made on: 
. account of e'ach such ·applicable fixed fee. - . . 

(c) If the performance of ·th~ work urider para~graph -1 of .. 
Article . I of this Agreement or under any Appendix: "C'' · . 
Agreement under paragraph 2 of·Artial~ t of thi!i Agteement, is 
terminated in part for the· convenience of . the Govet;nment ,- the-· 
Contractor .and the Commission, or the Spons(>r if ap~~licable, 
:shall promptly negotiate and agree upon an equitable: adjustment 
·of _the. fbted fee ~.p'plicable to the terminated portion· ~f the..· 
work, and- the agr~¢nie.nt reached _shall he. evidenced. by<a written 
executed. supplemental agreement tQ this Agr-eemE:mt ·or the ap­
propriate Appendix "C" Agreement, if applicabie. - If the Cop.­
tractor and. the CommissioJ.l, or the Sponsor if_applicable, fail 
to SO agree UpOl;l suc·h fee'' a'djusttnent withfn· a reasonable time 
after such partial termination' failure to agree '_shall be. di~­
posed of in accO'rdance with the. General Provision.' entitled .. 

. DISPUTES, . ·hereof • 

Expiration. In the event of expira~ion of _the period of .work performance 
hereund~t without pri,or .. termination hereof, the Contract:or shall (i) d-is., 
continue the agreement work under this Agreement at the end of the day of 
expiration and (ii) take su.ch· other action as may' be required_under oth~r. 

::provisions of this Agreement and L_subject to th_e appr_9_y~LQ.Lra-Mi!£~~..!£.n 
·o~ t!!._~- Commission, as may b~ .ot;,J)_erwise appropria~_E!,,.J,ns:.i.y,,4J .. n_g __ J?.!!!;_ .JJ.Qt .. !-~~ted 
t~~~-t.ioxL~fOr.--:-t·h:~~ .P.~'?-~-~C'ff~n .. ~n~_. __ e_r~§~~Y~~J9Q: ·.:i.f .. GQV~t~!:!; .. _~P.~t~ · • -~ 

4. Claims in Favor of the Government. 'I;he Qbligation of the Government to make 
any of the payment·s req~ired by this Article shall be subject to any un-. 
settled claims in connection with this Agreement which the Government· may 

·have against. the Contractor. Nothing contained in. this Article shall be 
construed to limit or affect any other remedies which the .Government may 
have as a resu-lt of a default by the_Contractor. 

5. Settlement upon Termination or Expiration. Any other provbians of this· 
Agreement to the contrary notwithstanding, the Contractor and the Commission, 
or the. Sponsor if applicable, may agree upon the whole or any part of ~he 
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aJnount or amounts which ·_the Contractor is t1{ receive upon. ·a~d in connection 
··with. (i) any ·termination vursuant to this Article: or . (ij.) e)Cpttation. 9f the 

tenn of .this· Colitrac·t without prior terminatiop; "thereof. .Any a.·SJ;".ee~ent·. so. . 
teached .··shall be evidenced by a written stipp.lenientai agre~ri.t ·t·o _,this Con- · 
·tract, or Append_:f.x 11C'~· Agreement if applicab_l~,--which shall be fin-.1 and. 

' .-blnding upon -the parties with regard· to tliet"r r~~lpectiv~.- c1ai~s·_against . 
each othe'i;'". except as therein otherwise ex.pr.es:sl,_ ... piovided. · ; · 

'. ARrii"CLE .IV.'-~ ESTIMATES'- OF COST-,_ OBLIGAtiON C!F FUNDS, AND F~XBD FEE 

. l. · Estimate of Cost a~d Fixed. Fee. The presently. estimated: cost .of the work 
und~r this Contract is _$~21,657,850 exclusive .of the Contractor's fixed 

··fee •. The Contractor•·s fixed- ·fee, as set_ f.orth i1;1 paragraph i, Article V 
of th_:i.s Contract., -~s $.1,192,099 .. The_estimated:cos.t o£.-th~ woJ:"k, ae · 
describe~ i.n paragra:ph 1 of ·the Article_ entitled ·scOPE OF THE. WOn;· for the 
period October l~ 196i, to M!irch 31, t%2, is $ Z~044,840; excluS:lv.e' of 
the. Contractor's · fixe:d fee of $ 101,460 ~ · · · · 

2. ._Obl,igatio·n of Funds.. The amount presently obligat~d by the. Governm~nt wtt;h 
. respect to this Contract. is $22,849,949. ·The amount of obligation under 
this .Contract uiay be increased unilaterally· by the ·.c~eBion.l;,y. Written . 
notice to the. Contractor . an~ may .be ·decreased by wd.tt.eri: ·agree~nt . of the 
par.t,ies (whether or_ not_ by formal modification of this CQntract) ·• 

3. ·. Revised Es~imate of Cost· and Fixed:Fee." The_ pre~e~t1y.- e~tima_ted c~st of 
.. the work and .fixed fee under thi.s- Contract may. be incr~as~d or ·decreased by 

··.,,> ·wdtten agre~ent of the parties- (wh.ethei or not.by fonnal·modification of· 
·this C-Ontract) and· such ·r-evised estimate plus the· fixe·d fe.e shall be. deemed 
8~-Btituted in paragrap_h 1, above~ 

4. Limita·tfo·n of. Obligation. Payments on account o~. cost;:.s shall -p.ot in the 
a-ggregate at any tiine exceed--the amo~nt of funds presently obU,.gated. 
hereunder less the·_ Contractor' ·s ·fixed fee~ · 1 

5. Notice of Costs ·Appro~ching. Funds Obligated--Contractor ·xxc.used Pending . 
. Increase When. Obli,gation is- Reached.-·· Whenever- the_ -Co~tt;actor bas reason 
to. believe that th·e ·t:otal cost· of the work under this Contract (excluSive 
of tne. Contrac~or Is fixed fe~) will be substa:ntiall_y··greater or "tess than 
the· presently estiinated _"cost of the -work the Contract.or ··shall promptly . 
notify the Contracting Officer in writing. The Contract-or shall also 

·notify the C.ontracting Officer in wri·ting when the aggr~·ga~e of expendi­
tures and outstanding cpinmitments allowa1lle under thi~.Contract, including 
the _Contraytor 1 s .fixed fee~ is equal to· ninety per cent (90%) (or such 
other percentage as the· .Contractit1g O~ficer may._ft;om_ ~~- to time: establish 
by not:f.ce to du~ Contractor) of the amount of ~unds presently obligated · 
hereunder. When such expenditures and outstanding cominitments~ incl:uding 
t.he Contractor 1 s f_ix~d fee, e·q·ual one h':fndred pei-· cent. (100%)"_ of such 
amount the Contrac.tor shdl make no furthe·r commitments or expenditur~s 
(except to meet existi,ng commitm~nts) ao,d_ sh·au be ·excused from further 
performance of· the ·work unless and until the Contracti~g Officer there­
after shall increase the funds obligated With respec.t to this Contract. 
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~· Gov~r~ep,t.'s:·~i.isht tci T.eim:nate N6t.:.Affected·. The giving of any·.no.tlce. 
by.etthe~ ·P~.r~y :~der :thi·s Arti~le shall not be .const·r.ued to .waive,. o·t· 
impair any_ r.ight of· the Goverlllllen~ to·· t~rminate- the· Contract ~nder :i;h_e . .­
provisions of ·tJ;ie -~ticle entitled .TERM, -EXPIRATION-AND TEllMINATtON."·· ·: . 

.. 7. . Cos.t Info~tiou~ .. The Cont-ractor· shall. maintain current cost i"nfo~tion 
adeqUate to ref~·ectt:· the ··cost of. performi~g. the work .und~r this: C.ontr_act 

. ·a·.-. 

_at ·ail ··times While· the work is in··-p.to_gress, and shall..prepai'e and· furnfah 
. to the Gover.Dinent s\leb. written es.tiu1at~s of- cost and infontattiop, in sup-
port ~hereof. as. the contracting 'O£tto.~r .may request. . . 

Correctneas of. E~_timates Not: Guarant.~·ed~: . Nei.ther the Goverll11lent .nor the· 
Contractor .'guar·al:\tees the cor~ectile~·s ·:of any. esti1D.8te of' cost .for per.- · · 
fQt"Qlance._.o£ the work under this_ qci~ac'", ~ud there shall -be no adJustment 

. ill the ~mount of . the Colltr.ac tor' 1i"_ fixed ·fee ·by reason of errors in the .. · 
computation of ·estimates 01;' differeJ1ces·. b~tweeil such estim8tes ~nd the . 

. actual cost f~r performap,ce: of ~he work. . . . . . 

9~ Appendix. "C" obligation. The foreg()tng pr"9vt~ione of this.: Article 
estab~il;l}iing esti11Ultes and. obligating f1.tnd.s. dq. ·not inci~~e ~ll.Y. work 
added under paragraph 2 .of Articile I. .ln· ~.oliri.ection with any. agree-
ment adding worJ,t.:unde~ par·agr~ph 2 of Ar~~cf~ t~ the COmmisdo~, -~n the 
c;_ase:· of a·. Commission Agreement~ and, the S'p·ou~or' in ca~~ _of a Sponsor 
·i~eemeut, will ()bligate (if the ·commission)· 'or. all~cate· (if the SponsC)r) 
in regard to. the work provided for in said" Agreement the SUm tlier.ein ··, 

.. sp~cified.. .Ho"\fever, the:. provi"sioas of. paragraph 1 thr·Q!-lgh 8 of this 
Artiqle shall be otherwtse .applicable. to _all Appendix· "G". Agreem~~ts 

1.. . except that; -in the ca'se of Sponsor Agr-eements, the word· "Sponsor" shall 
- app~y wherever the w()rd "Commission•• · a:Ppears. 

ARTicLE·v ~ALLOWABLE COSTS.AND.FlXED·FEE 
. . 

1. -Couleensation for ·contrac·tor's· Services. Payiaent for the all.owable· cost 
a~ h~reinafter ·de~1ned, and of the fixed fee; ifv·a.ny, as herdtUlfter 
.pro:Vided shall coi:uititute full" and. _complete compensation for t;he per­
forlXlanee of the work und~r this Contract.· 

2. Fixed Fee • 

. (a) The fixed fee payable to the.Contr~ctor for the performap.ce of the 
~QTk under this Contract· prior to October-1; 1961, is $1,090~639. · 

. (~) The fixed fee applicable to "the work performed during the period 
·October 1, 1961~ through March 31, 1962; is $101,460. 

3. · Allowable Cost.· The allowabl~ cost o·f' performing the. work ~:a1der this 
Contract shall. be the costs and e]cpenseS" ~(less applicable ·inc.ome and 
other credits) that are actually i-neurted by. the CQnti-actor, are ap­
plicable and properly cha!geable, e:iti~er as directly i11cident or as 
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-allQcable thro~gh appropria_te. d,istribut:iou. or apporti~umeuti•- _to the 
:pe~fonilaace -_of_ the -CJ?ntract -wo1::k f;D. aeC:ord.ance- with its. t~n,n~ -a~d are 
determiU.ed_ to be .a~lowabJ.e ._pursuant: tQ: t~is pa~agra·ph--- 3; Tlie' _deter-­
.tn1.natio~ (!If- th~ allow_ab~euess·--of ·cost h&retinder_ shall b-e _based: on: · _ 
.. (1). reas.~nableness,- i11cltl.ding th~:- ~ercis'e ·of prudent business ju,dgn\elit, -
(2)'~ coi\aia~·eut. applica~icnt: of .·set.\er.aJ,ly -acc~ptea· accQtint'ing pd:~ci_ples . 
. and practic;~s that_ result- in' eqtd,tab.le' .char·ges -to. the c~litract' work,. a:·ad 
.(3) reco~t~oim o.f•.-all exctusto;.._B and:.'limitati~~ set~ forth,.- 'tn· t~f.s. . . 
Artie~e or· t:tlsewhere in this- ·coatra~t>aa·· to types or· am~tt_11ts~ ·f?#"· items , 

,· of cos.t .• )~lo"able::COS:t -~hl\ll.no_t:·_inel\tde cost~·~£ any {~em .. ~esc~il>ed. 
as "Una.llowable" in ·paragraph.$ ·o_f· this: A."rti.icle,_-·except as- iiL<iic~·ted 

.. tb,er~tn_. -:F~ilure to' ~~tion an it~.· .o.f··cost.- sp:ec:lfically in .. p~ra~aph _4 
. or 5 shall"not im(lly· eit~~r· "that it is allowable ·or. that. it b "uliallowab~e:• 

4. items of Allowable .c-ost. · SubjeQt _t_o the, other provisio~s o~ thts. Article, 
the followi:•g·. ~t~_ of: cost of work under.· this· Contract _sh~ll. be ,nowable· 
to ·the. extent· indieated1 : 

(a) Bonds -~nd Iusuran.C·e (iilc_iudi~g self-iusurarice). as provided in the 
General Provision eutitled-·R.!IUIRED. -~NDS AND INSuaANCE. · 

. . . - -., - I . - -
(b)· Co~unication Costs -including_.,telepbone servi¢'~s, loq.al and long 
distance. telephone c-alls, telegrams, cablegi:ams, ra'4iograD18 ~ postage · 
and similar items. - . 

- -

(c) Consulting Services, -.{;luelu~ng legal and accouri.tiJlg}.Hind related 
.... expenses~ as ·pr.ovi().ed.iu· the· Article entitled TECllNICAL AND PROFESSIONAL . 

'

. :,· ASSISTANG:E and to .the extent approved by the Contracting Officer~ 

(d) Litigation.:Expeuses, ·i~l.udtl\g reasouable:counsel, fees, incurred i,n 
accordaru!e ·wtth the. Generai Provision of this- Contra·et entitled LITIGATION 
AND- CLAIMS • 

. (e) l.()sses and Expenses (incl-uding settlements made with the. co~sent of .. 
the Contracting Officer) sustained by the· Contt~c_tor in--the performance 
of this Contt'act · a_ncl cer-tified la writing by the ·contracting Officer to 
be _just and reasowible, e'XCept the losses and· exp.enses eXpres-sly made 
unallowable under other provisif)us of this Contract_. 

(f) Materials and Supplies {i~lu~O:g those withdrawn from c01llJ!ilon stores· 
coated .:in accord8nce with any generally recoglif.zed method .that. ·is c.on- . 
sisteutly applied. by· the (:ontractor and producti-ve of equitable r~su:~ts) ... _ 

. -

(g) Patents a· PurchaS"ed Design,·· aQ.d Royalty· .Payments to· the extent ex-. 
preasly provided for under o_ther prwisions in this· Contract or as _; 
approved by the· Coa,tr~ct:lng Officer; • an.d preparat"ton of. invention·- dis_ .. 
c-;Losures, rep·orts and related .documents, and sear<;hing. the art to the · 
extent necessa~ to ~ke such inv~tf.on disciosures in 4ccordance ~th 
the Pa~ent Article of this Contract... . . . . . 
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(h). PersolliD.el Costs- amd Related- Exp.enses ·incurred bi accordance_ ~tll 
Ap?endix A. ~%' ~ndlliemts there~o~ _ such a·st . _ _ _.- _ _ _ . _ .-- __ - . .r.-: . 

(i) salar1es_and wages; OVf;lrt:f.me~ shift diffeTen~ial~ holiday a~d 
other _prenrl.UJ!l pay f~r time workedi non-work. time incl~<U.:&tg vaeatl."o"ne,. 
b,olidays,_ -sf.ck, funeral I\ ·D:dlitaTy, jury, wit11esa., ahd. vottS.ua leave I"· 
salaries and wages to·"eioployees iJi their capad.ty as·union··stewards_ 
and· committeemen for.- time spent- iu-~ha-ndling grievanc;~es·,· ,nego_tJ,at.,tng 
agreements with the c·ontracto~· •. o~ serving on labC:,r~~iu1g~nt · 

. (contractqr)" _ coDmitt;~e-~J _ bbn~ses an~ in.C~ntive. e:OIIlP·ensatioJJ. 'subJect 
· · to the ~#proval of the, (lontracting Officer if charged· dire~·tlt; ·: · 

. ·(ii) ·legally .requir"e4 contributions to old age and sur-Vivor.' in-:_ 
· suranee, unemplo~ii:t c_OIRpensation ·plans and worknien' a colip-~n!:la den. 
plans (whet~er or not _·covered by insurance) ; voluntary • or agreed­
upon" plans providing benefi'ts for retirement. separation, life.­
in_surance; hospitalization, Diedical..;surgical and unemi)lo)'lllent 
(whether ~r not such plans are covered· ~Y ;usurance); · 

(iii). travel·_· (except foreign travel, which requires specifi,.c 
approval by theContractirtg Officer ona case'by case basifl); 
incidental·. subsisten.ce ·and ·other allowances of • Contractor emp'loyees • 

·.in connection: with performance of work under this- Contr,a~~- _.(including 
new employees reporting foi' work" and transfer . of employees, the .. 
transfer oftheir household gbods and effects and the travel and 
sub_13i:ste~e. of their d~pendents); .. 

~"'.· . ··i.· 

'-1
·,_ (iv) employee relations, welfare, _morale, et-e .. ; . programs, "inclliciing 

i~entive or augge:stion awards' employee counseling services, ·health 
. 

or" fir~t-aid elinics and hou-se or employee publications; . 

(v) personnel training (except· spec_ial education -and training courses 
and research· ass:l,gnments c_alling for attendance at educational in.;. 
stitut~ons · whic)l reql.dre specific: approval by the ·eon.tractirig_ Officer -
on ~ cas$ by: case_ ba~:l.s) ,including ~ballticeship tralning ·J>rograms. · 
desi;gned to improve efficiency and productivity of cotu;ract ope'ratioll9, 
to-~evelop needed. skills and- to develop scientific and technical person· 
nel _in- specialized fields required- in -the contract work; · 

. J -

{Vi) recr'llitmen~ of-personnel (including help-wanted a<tvertisement) 
includin,g services of employment agencies at rates liQt in·exce£1s of 
standard comm~rcial rates, eQtPloyD:ient office,· travel of prospective 
employees a.t the request of th-e Contractor for employment interViews; at: 

(vii). ilet cost of operating plan,t .. site cafeterias; dining rooms and 
cantee~s attributable- to the performance of the Cootrac"tc. 

Appendix A may be modified from titne to time, in writing, without 
execution of an amendment to this Contract for ·the purpos-es of 
effecting any change~ in or additions to Appendix A ~a·· may be 
agreedupoa by the pa~ties. 
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.(t) Re11ttals · a~d Leases ~f l~ud~ b~ldings .. aai ·aq.i~pmellt ·o~ed -b·y t;hird · 
parties whsre· ·sUe.~ i·tams a_re· US~d- f:1i·-t:he peJ'fQrmSU~~ ·a~ th~. Coutra~t , 
exc·ept. tha~ .au¢Ji .. l<~~tals ~nd ·leases diJ"ectly. ch(lrg~ab1e ·tc) the·. Contract 
shall be subjeci(.to 'a.pprov~l by the Cont.ract.lng >office~~- · . ·. ·. . -

.. . . ·: . 

· · (j) . Repairs • Mattateuance, Insp.ec tioa, .. re}llacemeut ~nd. disp~$•1" of. · 
.. Goverl\llllleilt..OoW!le4 ::p'if.~pe.rty .to ""tb.e extelll.ti. df:i:ec~ed or ::approved·· by the ... 

Contrac·ting O:f.fi¢e.i.'• ·. · · · · 

· 09 . Repairs;- ~~~~~~nee ~ud Iuspectioi!l of .C.ontJ.;.actQ~_ ... owned -p....Qpel:.ty. . . 
used !a cio~C:d.o~ :~i:h 'the performanee of this C()n~ra9t t~ ~he- ··ext:ent .. 
prov:i(ied in the. Articl.e ·eutitle·d CONSTRUCTION a ALTJi:RATION-"OR·RBPAilt WORK. . .. . . . . . .. .. · ··- ,. 

(1) Speclai: · Tooi"i~g·~ lneludill.g jlgs, dies, f~xtur·e~ 11 .inOlci~, pat~$rns, 
designs and drawtiigs ;··:- ·toi)ls., and equipment of a spec~ali.zed natur.a 
generally ·useful to: the-.-Contr~ctor only in the. performance of this Contract;.. 

,· . . . . 

(m) : Subc"ontraats, P~rc~s.e Orders. an~ purchases frOm Contrac.tor· control.ied 
soureesp s.ubject ·to apprdvals required by. other provis!·ons··of this Contract. . . : .• .. . . . . . 

(n). SubscriptioU:s .. to trade,. busiue.ss, _tech!rlca,l, and professional . 
periodicals. as· _approved· by the contracting Officer when charged directly 

· to the . Contrac.t ~ · · · 

(o) · .Tpxes a ·Fees and Charges lf~vied by public agencies which the. Contractor 
· is requir~d by law to p~y, .· except those which are .expressly w.-de unallowable 
1;1nder other prQVlsions of thi' Con:tract •. 

J (p) Utility Services including ele.ctricityp gas, water, steam and sewerage. 

(q) The c~sts. of preparing_ b~ds. amd proposals _to the extent approved by 
the Contracting: O.fficer, ·but 1\~t :to exceed ll of the direct mate~ial and 
direct. labor coatis of the contract work. 

· 5. · Items· of Unallowable Costs~ The.· following ·.items of costi'are unallowable 
under this Contract to the extent indica ted s· 

. . ·.~ 

·(a) Advertising11 except (i)·. ~~lp~wanted advertising,. and (ii) oth-er 
advertising such:~s·participatf:.on ia exhibits approved by the Con:tracting 
Officer as .clead.y ·in furtheraJ!ice of wQrk perfo~ed wder the Contr.~ct.; 

(b) :Sad· Debts 9 · {including· eXp-~~es of ·collection) and provisions for bad· 
debts· mot arising out o.f the performance of· this· Contracto 

(c) .Bonuses;. and. similar compensation under any other na1l}e, which. (i)· are 
not pursuant to an: agreement ·between th~ Contractor· and employee. prio.r to 
the rendering of the services· or·· an established pit:ln cQnsisteutly folloli~d 
by the. Contractor; . (iil ·are in ."exc·ess of those. costs which are ·a·llowabl~. 
by the Internal Revenue C,ode · amd ··regulations thereunder, or ·(iii) proyi:d~. 
total compensation to ~n-employee in excess of reasonable compensation" for 
the· services rendered~, 
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Modificat-ion No •. 
S\appl~D.t.~l Agreement -~·o . 

-·· contr·aat No,;- At(30-l)•i293 

·. ·_ · (d)'- a..nta•ion:B. Bonuses a:nd Fees (und.r. ,w~tever nam.el in conilectio_n _ 
with obtaiutug. or' negtitiating· for a Government contract est·· a inodif.i-. 
cation .theret;o~-

(e) ·-Gont!ngenqy ._Re.serves, provisions for,-- .. (~xcept provi~.toniJ _ far 
reset:Ves wide,: _·_a ·selfi..tn:suraJ.lce program· ·to_ t~e. e_xtent tha1; tlie _·type, 

·, · .. QOVerage1 .' :~a-~es' alld premiumS WOUld be all~wable if· CO'IID.ercial {n .. 
sura nee: ~.:r~: :p .. rchased to cov'er the 's·ame risk', . ·~s app'tov~d by. the 

/ 

~ontracti~$ · Of~icer .) . · · · · 

(f) Contrtbu,'tions and Donations o 

(g) ·nepre~ia'H·on ~n excess o·f _.that calculated, by .'appJ..ica~~.ou of 
methods. ·app_roved · for use by· the Internal Reve!lue Serv:~c_e under the . 
Intetn:Sl Revenue. Code of 1954,- as amended, ~ip.cl~ding the stl:~iight-line, 
.dec~ining -balance (using· a. ra_t:te 'not exce,eding. t\rl.~e·. th~ rat~. which . 
. would ·have ,been ._used. had. the depre.ciation been_ ·couipq_ted under the 
straight•ltne, method), or stim-o.f-the-years-dlgit,s me'thod-, on: the. 
bai;lis·. of .Pecteci._. usefu.l lfte, to t,b.e cost .of acqui'~f:tiol'l ~f t:he re~ . 
lated fixed ·assets • less esttmated salvage or residtiai-. val~e at· the 
eild 'of. ·the expected useful life.. .bwrtization Qr' deptec!ation :of 

'. unX:ealtz~d appreeia'tion of values c£ assets or of as'se1;s fully. 
_amort:hecLor ·depreciated on the Contractor"~ a books of· a~coUiui:: is un­
allowab.l,e. · · 

(h) Dividend- Provisions or· Payinent:s and, in ·the case o( sole ·pro-
priet.o~s-_·au:d par_tner.s~. distributions of -profit. . . 

:i_% (i). EntertaiDiilent Costs, except the c.osts of s_uch recre$ti~_D.al 
-~~: activiti-~s_--for_ o~o--s_ite Euop~ .. oY~"es "as UUIY be .approv~d by tb.~ Centraeting 

Office~ Qr provided for el~e~bere in this Contract • 

. (j) Fines. an,d Penalties, including assessed interest,- r_es~ltd.ng from 
violations. o:f, or' failure (,lf .the Contractor to comply with~· .. F:ederal,. 

·.State, or. looai la~s or' regulations-,. except wben incurr.ed tn a'cco~daDCe 
· with Wl."i\t~~ app~oval of the·. ContraC?ting_ Officer or as a re·sult of com-

pliance -witlt the p~oviSions of' this Contract~ · · 

(k) Govenunent .. Furirlshed Property, except to·t~e extent- *"hat cash_ 
_ paymen~ -=h~refor is required pursuant to procedUres. of.·the ·co.is_sion 
app~icable to trans_fers of suclt.property. to the Contra~t-o;t. from· others. 

(1) iasuraJ\Ce · (including any provision .of_· a seif-insurane~ res·erve) 
.. covering business interruption 'or use and occupancy, ininira:~e. on any:. 

person where the Contractor· under the insurance policy is· :elie be1:1eficiary 
directly Qr indirectly, ·a-nd insUr-ance against loss .of or- ~O!:age to 
Government property as defined in the Article of this Contiaet ~n~itled 
GOVERNMENT PROPERTY. . . 

- 13 
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Modification: No~· ·1. 
S~p-lemental ASJ;e8sleu~ ·t;e»· 

· c~ut,i'.act No. A,T(Jo_..-l)•-12~3. 

,_: . .. 

(ml . I~tere~u.:.·li:OW~e~ ·~epreseuted, ·e~ep~_-intereit. in:c.~re.d ·iJi.: ·_. 
-, c~lia~~--.:~~1\,- __ the Geu.~r .. l Provis~on ent~tl~d STAB -Aim ~ T~_S,· 
~oud di~4~uats·aud.expenses, and costs ·of financing and·rafina~tng 
operat;~ons·. ··<·-~--~: <· .. ·. '. . 

. . <~Y--~· Legal. Accounting, and .Coasulting Servic~-s • ·.and· ·,reyit:-~d costa· ia- .. 
cunediu coiUlection with the preparat:f;ou (i)f p~ospectuses, preparation 
and :issU4nce of stock rights, ·organtzat:f.oa or reorgailizatloa~· ·pro~ecu~ion 
~r- dttfense of ant;:it~t·. suit·s, proseQution:·of .cl~ims aga:tns~.· tha···Unitec:J. · 

.. States,. cont:estill\g actions or· proposed. actf,o"ns. of the UUttad· fftatuis, :1• .. 
and prosecution or defense of pet_e~t~intri~gemeii.ti ·litigation~ - ·· :· · 

. . . .• 

(o) Losses (including iitiga.tion expenses, ·~ounsel .fees·~·---~~J-·~·ettie­
ment.s) ·-on,. or ariSing fr()lll t~e.-. s_ale, exchange; or -abandoament o.Jf 
oapitaLasse~a. including investments; losses on other ·contracts, 
i~luding the qe)ntractor's contribu~ed.portion·under'~oet .. sharing 

-contr8cits; lo_sses: in connection with price reduc t::ion to a lid· discount 
·purchase~[~ by employ~es and ot'tters from: any s«:,urce; and -lo_s~es:· where 
such losses or expenses-- · . ,_. 

(i) are. compensated •for by insurance or o.thetwise, or· wllich . 
woUld have been _comi>.ensate_d by J.nsUtance requ~red by law" or by 
written direction of- the .Contracting Officer but which the· 
Co..itractor failed- to procure or maintain thX"ough its oWJi·fault. 
oJ;" negligence, or whi9b, could have been ·c.overed by permissil?l~­
iusura~ce -in: keeping· wit'h or.diJiarY busi.nesfi practice buti. whieh 
the Coiitra~tor · fai~~d .to secure or maintain;_ · · 

(ii) · re~ult from Wilful. misc~nduct or lack of good fai.th _on · 
th~_part of- any of. the. Contractor's directors, corporate. officers, 
.or· a sup_~l:'Vising ·representative of. the Contractor i ":; . ·.· .... .,.\ ~-- ~r '! . .... - . ~~. ~ L - - • - •• 

. .. -...:.... .......... -. 

(1.ii) . reprea·ent liabilities to third persons for which the Con­
tractor has expressly _accepte_d responsibility un~er _other tefm& 
of this Cont:t"act. · · · 

(p) Matnteuaiice, Depreciation, and Other Costs .. ncl~eiJ._tal to the 
:con~ractor' s idle .. or ~xcess facilities (including· machinery and 
eqUipment) other thau . reasonable 6 tandby facilities. . 

(q) Membership-in ~rade, business, aD.4,professional organizations 
_except as· app_roire<l by the Colltra<?ting .Officer. 

(r) Precontract Costs," except a·s expresdy made allowable under 
other provisions ·in this C~>Jitrac:t ~ 

.· (s) Reconversion, AlteratiQn, Restoration, or RehablU.tation ,of .the 
Contractor 1·s facilities,· except as expressly provided elsewhere in· 
this Contract:~ · 

- 14 .. 
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·_.: :··: ··l!lOdi~ic:;-atiop No.· 2.~ 
. S~pp~~~~t~l-Agreement to 

· · ·. Goritrac,t: ·Ncf.; AT (30-1) .. 1293 
'· . - -~ . . ! ~ 

.... ·. 

·- ·-: ~- ... _.. ·:' . 

·-(~).: .. :·:aa-~rch •mci ·Development Coa.i:si: ~Q.le~~:· .• pe.clflca.lly provided for 
~lB~w~~ie .ia.-·tld.!l Comtract. -''· ' · · ·· 

. \u) · _Sell.ltmg -•~d -Mit~ibution Aotivltie~ ·aua i.ei·a_t.ed·· e%penees- not 
. :app'U,cable to fl:he ·performance· of tb,is- Coiltract; · : · · · -

.. . . . . . .. ' ~. ·- . .. -
. . 

· .· (~) 'S.torai.- ofi Re~.,rds·. pertailling t~. ~l:lis C~~-~~~-~t __ ·_ ~ft~~ coinple~·ibn 
of .operatioi.il under.· this Contr·act irre·sp6ctf,ve ·:o£· c.ontr~at;ual -.o# .. . f.---· 

- st_atutory ·req~rem<emt of the prese-rvation· of x:ecor.ds 0 .:". • . ·_ ... 

·(w). Ta~e~ 9 Fees·a~d-Ch~rges 1-n-cotili.eet;:!ou.with ftniul.ein_g,_ t~finaneing, 
or refunding~ operations,- inclu4tng_· t;he ·ustbig of·. securi~i·• on ex.;.·_ . 
~hange-a; taxes_ which are. pa~d c_ontir.-1'1. to J:he <:e~eral. P~ov'~aio~ entitled·. 
STATE AND· LOCAL TAXES i Feder~·l;. ·ta~a ou net .ineoine •n.d ... exe~a's profits; 
and spe~ial', ·llarsessm~lits on ia~~- which r,present capit;al. impx:avement. · 

(x) .:The· eos.t t;·o· the C~•tract()r for --~~~i.b.nce ~t S":tte B ~~th helil.th~·; · 
safety~ -~u:rid security .standards and r!agulaUon_s . of th~ COI!IDi;s SiQn, ·, i!~?-d .. 
the ·co~t .incurred· wi.th respect tC. ·nealth:. safety ·and security meas_l(rea 
at 'Sitlt ·A oec~sioned . ." solely by: its Plr~rlmty to Site Bo . . 

6. GelllleTal·~?;lci Adlldtistrative· Expen$es. · ~neral and· administrative exp_enst.a 
to be applied to· the Contract Will-~onsi~t- of .two -G&A poQlsj, ·knc;nni. aa· t~e 
·sylcor Dtvis:i!.on. (h~r-ainafter referr~d · to . a~· the "DiVision"):' G&A an~ tht .· 
,H~e· ()ffice G&Ao. · . . . -

(a) . Tb.e -J):lv:fsi~n ~ pool will consiiJt;. of th~.Acc_ounting· Department, 
·, ~uichaein!~ · Depar:t:Dwnt, · Contra~t Admillis.tr.at:l.on, and ch~rges froill the 

-~-:. data prQc~s·sing _center at- cainillus, Ne~ York~ ·_for the. cost __ of machine 
accounting, payrollp auditing, and communication~ serviceo This pool 

. Will b~ &Uoc!ited. on the baais ·of· salarf~s and· wages,- as ·follows: 

(i) Fo~ each: ~.«lender year, the Division .G&A expense facto~. will · 
be the rat.io ·of the total Dirlsf.om G&A exp~~ses ·to the· total 

. Diviaio:m pla!ll~ and- laboratory salaries and wag~s· (~xclusive of 
ovslttiine- pr~-im) o: · 

:·. 

·U.i) The Division· G&A expense £actor·,, as deteruiined in (I.) • above,".· 
applied. to the total· plant and laporatory salarie·s and wages 
(eXcll.usive of overt;ime premium) reimbursable for -.rork under. this. -. 
Cont'lt'act for that p.eriod9. ·shall det~tldne · the amount of. Divisio~ ·GM 
expenses reimbursable to .the Contra·ctor for such calendar yearo . .,. 

-' 

(iii) · Mol!!\thly payments of Division G&A· ~xpense shall b._ based upon 
a p~ovisiomel Division G&A expense factor applied to reimbu~sable 
planilt &'.Knd "ls.bolt'&tory salaries and w•se.s (exclusive of· overtime 

· ·pr-um) for the mon~h. ··The provis~onal Division G&A expense 
. factor shmU be mutually &8t'eed upon by the parties in writing·, 
but without executing. a formal amendmeut to this Contract. , 

:,. 15· c.. 
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(iv). · Annually, ·as soo~ B,f~~r ··Dece~l;>er 31 as ·practfcabi:e, ~~e 
· Contractor shall determine ·tt~ .actiual Division G6A .. expehs.es·:· . 
rdmb~rs.able hereun4_er, · whi·~Jl·-sha:U ·be· s~bject to ~:~udit and·· 
approval by the aotiuni.ssio~. . .· .. : : . . . ' 

· (v) Ba.sed upon the. de~e~nation made as •.provided i~. (iv), ,· ~~OV:~~ ·_'_· . 
any excess Division G&A· expen~es paid to the Contractor. und~r. (::l~;i)_, . 
above, shall be refunded .to the con.ntssion and any- def-icit' ln· ·sue~: ... :. 
payments sha'it' be paid by the :CoanDtssion. t9 the C~ntractoi::. ·' ·. · 

- .· .. 

(b) . The Home Office:. G&! pool ~~V.!!rS exp~nses i~cUrl'ed by the c·entral .-:'·: : ·.: .. 
Executive ~par.tmen~: ~de up of. the :company officer~ arid their ·staff," · .,>. ·. 
legal e~pense~ patent eXpense. tcf-'the extent approved ·by·· the Contraet~D.g·.· .. . 
Of_ficer, controller I a department· e]cpense,. tax department, ·purchasing . .-..... · .. 
a:~d insurance eXpense~ The detailS within. each ·group are made· up of . . ·: · · 
salaries, fringe _benefit.~, occupa~cy exjlense, and the usual adiniilistrative.' 

·,. 
type expend~tures •. . . ,. _ _. 

(t) The Rome OfUce G&A rate to· be· .applied during the year. ·repr~.s~~ts 
. the relations,h::l,p· be.tween the estimated input .base (cost of s~l~a; ·{~­
eluding labor, materials ·and, overhead, luit excluding Divisional.~) 
for tb,e co~pany and the estimated allowable_ portion of the Home Offt9e 
expense.. this rate.is a proviSional bilU,ng rate and is reviewejf••nd· ·. 
approved by the cognizan~ 001) au~it. · · · 

(ii) A provisional. billing rate of two per cent (2~) for 'Home. Of.fice 
G&A will be appli~d to tqtal cost (exclusive of Division ·G&A. exp~n\se)-·. · 
during the ye~r 1961. 

(Hi) Periodic~lly, the DOD audit will check the validity of the· 
provisional billing rate and make any necessary adJustments. 

(iv) .. Upon detem~nation of the: actual Home Office <;&A rate;. as de­
teroiined· by audit and. approved. by· the Commission,.- the amounts ~ilbd · 
on a provisional basis wiil be adjusted to actual, and the difference 
will .be billed· or ·refunded to the Commission, as appropriate. · 

. . . -

·ARTICLE VI - PAYMENts··· 

1.· Payments on Account· of Allowable Costs. Once each month (or at· more 
frequent· intervalS, -if ap.proved by the Contracting Officer) the Con- . · .. 
tractor may submit to the Contracting Officer, in such form and reasoU.P.le 
detail ·as he'· may require, an invoice or voucbe_r supporte<J. by a statement 
of costs ·incuJ:red by the Contractor in tlie performance o.f .this Co,ntt:~ct . 
and-claimed to constf:tute·ailowable _costs. Promptly after_receipt of_ 
each invoice or voucher, ·the Government shalt; subject to the· provisions 
of paragraph 3, below, make payment·. thereon as ·approved by the Contracti~g· 
Officer. . 

.;,. 16 -
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~dificat:Lon No •. 29 
·.supplemental ~gree~ent to 

-Contract No. AT(30-l)-1293 

2. Paylilent of_ Filted Fe!!.- ~in,ety p~r cen( (90't) .of the fixed fee, if ariy, 
·- shall become dtie and payable in periodic- installments in amounts as 

shown bel~w and· ~t;he:_ bala:nce- up_on ·completion' ·and acceptance of each 
scope--of work -wider this- Cont~actf provided»: howeve;r,- that the· Con­
tracting O~fi,cer ~inaY: :a.t any time that the. amount:- of the retained 

· -· fixed fee_ equals ·t•a.·,per ·cent (lO't) of the. tot:al fixed fee or equ_ab- _ 
one J;tundred thousa~d 4ollars . .($100~000);wh_ichever is .. less, make pa~e~ts 

. of any of the r·eoui~Din~ periodic instatlmeD:t~ of :tb.e fixed fee ·ill·-·full~ 

(a) Payment -of the·_fi~ed fee ot $1,090~639 appltciable to tbe cost of 
the work performed. prior to October l~ 1961, shall. be made by the -
.Government in accor~iice with applicable· contract P.rovisions til. eff~ct 
prior to OctobElr ~. i9:6·t.· - -- · -

· (b) For the period ·october 1, 1961, thr_ough ·March 31, 19_62~ ninety 
per cent (90%) of the fi~ed fee of $101,460 ·'shalt become 'due .afid 

-payable in m.onthly ins.tallments of $15,219. 

- ~ •. .Audit Adjustm~nts. :At- any time, ~r. times p~ior to settlement- under 

., 

. 5. 

th:l.s Contract, th~. C_ont;:rac;:ti.ng Officer may ·have invoices or vouchers 
. and statemen.ts of cost audit~d.- Each--payment theretofore ~de _shall 
'pe subject to r~duction. for amounts. included in the r·elated invof,ce 
',or voucher which ar-e found by the cont:r~cttns<o£ficer, ·on the b-a_sis 
:pf such :audit,· not: to. constitute allow~ble cost.. Any payment niay be 
t.educed for over . ..,pa}mlents, or increased for under,~payments, on pre-,. 
ceding i1!1VoJ!.Qes or vouchers~ · · · 

Revi~w: and Approval of: Costs. The Contractor_ $hall prepare and submit 
annually.·as of· June 30, or for other such periods designated by the 
Contractfng Officer,.· a voucher. for the total of net eXpenditUres accrued 
(i.e., net costs ·incurred) for the pe~iod covered by the voucher, and 

.:the commissi()n. after _audit and appropriate -adjustment will approve such 
v-oucher. This approval by the CODilid.ssion will constitute. an· acknowl!!dgment 
by tli~ Coinmi.ssion that the net c()sts :i.ncurr·ed ~re allowable under- the Con• 

.. tract. and that they have been recc)rded in the accounts maintairted by the . 
. Contractor in 'accordance With the Conmdssion accounting policies, -but will 

not relieve the Contractor of respo.nsibili.ty for the Coinm:ission' s assets­
in its case, for ~ppropriate subsequent adjustments, or for,. errors bter 
.becouiing known to the· Commission. 
- ) . . .. 

Completion Vouchero On receipt and approval_-of the invoice or ·voucher 
designated by the Contractor as. the "completion invoice" or "completion. 
voucher" and upon compliance by the Co_ntractor with all the p-rov.ision_s, of 
this Contract -(includ:tng, without limitation, the_ provisions- relating· to . 
patents and provisions of paragraph 7 below) the.Government shall promptly 
pay to the contractor any balance of allowable cost and any .Part of the 
fixed fee which has been withheld pursuant to pa·ragraph 2 above or. oth~r.,. 
wise not :Paid .to the Contractor;. The completion invoice .or voucher shall 
be submJttted by.the Contractor promptly following the completion of the 

- 17 -
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work :uD.d•r. this .q~nitract--.bu~ .in uo evttnt later. tha11 o~a ·h) .yelir ·_, 
(unl.es!i .W1.tld.a the. ·ye&:t·thG.coit;tractias Offi-cer ··8ranh: !1. fi(f~Jie:fi .. >· . 

. spec~fi·c pe~ioci ()f. t:!tae)" .. ·frOm ·.:lie "d.ate ~f a"Uch compl.e~~on •. ·· ... ·· .. , -.··:· . 
.. :- . ·--· . .·. . . . 

.6 .... Applic·abl~ CrecUts:"· .. The. Contr~c;l,it~.r::ast.~··· .·.th.t.aa;~ ref~d~· -~~h.~~-~--·--.· ·.,' 
. . .·o):-~4ita, ·o~. :otlier a'ilotint~. ,(inclu4f:aa····J imte'res•t ·t.hereoli) a~c~D.a· ·. :-. ': ··; -

. ·to' :Q~:-~rec.ei:lied ·by -the c0atra·ctor ·or.~~ assignee uuciar. thi·a coa.t.rjct·. :: ·· ,_>.·. 
·-~~~~~: ~··: p~~-cl ~Y. the· ·contrac:.tor ·te;:;:t~e.·_~v~rm.ient ,·.to· t~e,.extent: th~·:· . ··;· \'.:.~ · 
th,y<·a,:e,:p,:-opeJ;'ly· alloca_ble.tO c~$ta: for Wl\ich the Coutrae.tor ha·s ·.b._. ' <_:,~-; 

·re:bibur:s·ed by ·the QOV•rilment ·ua.det 'thia co~tract.· -~•aflo.uabi~ ·exP•q4• · ·-c;: . 
. incur:r"ed by~ th~ Co~tra~tor for the· pUrpQll_e of eeout~ng. such reftiQ·4·~ . . . 
. reba:t~·· .o.redita; or otiiei:.- amount• shall: be. ~ll"owable cost·s :h.re.uiidet: . 

:: ~- .~pprOV.ed by· tile con~ra~tiag Officer. · ·· · ·· · · 

7:. fl.n&uctai Settlement.. Pri~r _to -~1t1al payaeD.t. lia<t··~ thiia. co~t:ract, -~~·e.· ( 
C.oq.~rac.tor .a~d each ,auign~· under thi~ Cont.rao~. whole· a~signm~nt 1~ .. 

. ili ·~fec::-t;·· at the time of fi'nal payment under tb,ia c"oilt~aet sha~l execute· 
aild deliver·, 

(a), . an aie~ig~ut ·to the GO,vaJ:"-.ent, :i.n form 'anci"·.s~bst-A~ .• sati,~faot:ory 
.. to· t;he·.Coutra~itf.ng Officer, :.:of reftmds, r~bates, cr~~ta or other amounts 
(~tteiudlng aay ·.iJJ.terast the~~on) properly allo~able to .costs·.f.o.~ .whi<l~ 

. the.Coa:tra.c:i·tel)r h,as ·bee·n. x-eimbursed by the GOverrimen't. und~t: ··tli·ta ·contractJ··all 
. . . . -. . . . . - .. 

(b) a releas_e·· .discharging. the· GaverWlle~t, :l:ts off"icera-·, a>genta·,. a~d. 
employees frqml:~ll iiabilitie·s:, 9bliga~i«,)ll8, and· claims" arising .·out 0~. 
o~: unCier-·t·his _contract, ·aubj~ct aiity to the lolloWi~i exeaption~t. · · 

(:i:)" spe~ified claims in· s,tate·d aJDQwats or in eatimate.d· amounts. 
:whe]."e ttie· ·amount a· ar~ not · susc·epti_ble of exact: j t'• ta.ie.nt by ·t:h~ 
Cou,trac tor.;_ 

(li)". cla~s; .to·gether ·with reasonable expenses iilc~dental thereto·,. 
_ba~d. uP:On.. liabiliti-es. of the Contractor: to third. partial al'il_ina 

· o~t':M_ performau,ce .. of ·this ·contract; provi~ed that .such .cl~ims are 
not known to the Contr•~tor on 'the date of the execution·· of tne · · 
releaa•; ~nd prov_tded fur:ther that the contractor ·,8tvei.'a.otice ... 
of such ·claims· in writbig to the Con·tracting. Officer no-.. lior. tha~ . 

:Six (6.) y~ara after the date ·of the release or the:· date of any.notioe 
to_ .the Contractor. that· the. Government is prepared to .ke final pay~·. 

· ment • whichev·er '.is ··e.a-tti·e'f·; . and · . . . . .. 

(i.ii). claima for ·reimbursement. of coats (other than_.exj>enHs oi the. 
Contractor by rea~on of any indemnification of the Oov•r~n~. aa~in•t . 
patent- liability), inciu~ng x-easonable e:xpense.- incl.Cleat;tl tner.et:o, · .. 
incurred by the Contractor under the provisions of· t'bi;s C91\tract ra-
latina to.patent•• · 

e. Claims~. Claims for payment shall ·be accomp~mied by such .. upporU.n. docuaent 
andjustifi~ation as th11 Contractiu& Officer ahall prhl!ri\e. 
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. 9.· Dts~:eumtso .. The Comtractcor shall take amd afford .the Gove~ent. the 
.adva_¢ege of aU U<C!Wl illlMi available cash allld tr.ade discounts, reb.at~~. 
-~lowanc~sp credit·. salvagep amd commissioms un-less tlle Contracti~g · 
Officer f~mids that siach actiom i·s not in the best. interest of ·the 
Gov.erame!l\t~. . 

. . . 

10. Revenues o k~l._t'ev.elfi\Ues ptll.er than the Comtractor • s fixed fee or f~es·~ 
'if any,· accrid.Jlag. teo the Com;tractor :K.n coMection· wi,th. the work under 
this·· ~oll!l.tr"act ·.8hall b~· applied· imi reduction·o( ailowable costs.. .· . 

. . . . ·. . . -

.1.1. Direct Pa;ymelfl\ts of Charges ~. Ded%11ctioms·o The Government reserves· the 
right, upon fem ··(10) days witten motice from. the Col\tracting Officer 
to the· Contractoi-,. to pay directly to th~ per·~ona concernedl all amount's 

:due whi~h otherwise :would be allowable. und~r this Contr·act. Any_ payme,ilt 
so·made shaU··.dtscharge the Gwerlllllilent o·f all liability :~;o the .Con-
tractor therefor o ·. · 

12. Payment~ Under ApPemdix ''c" Agreeme111ts. · .·Payment of all. cos.ts a~d fixed 
fee under any 4ppe1ii\di~ "C" Agreement shall he made to the .Contractor by 

· .. ·the COimlliil'si:on office or Sponsor executing the· -Agreememt in accordance 
with _the·procedures-~stablished by said.Agreement., 

ARTICLE VII .,. .GOVERNMENT:·· PROPER.TY 
f 

/ 
. . 

1. Except as otherlfise spectficaUy agreed upon in writing by the Contractor 
and the Commissiom ·.and except as ·otherwise specifically proVided- her~in: . . . . ~ -

ti (a). Title· to all prQperty especially purchased by" the Contractor for this 
·;.\ Agreement-". for ·which_ the COntr~Ctor is entit.le:d. to. direCt reimbursement.· 

·under the prwvido1ms of this Contract, shd-1 pass directly £rom the vendor 
to the Govermmell!l.t; a~md 

(b) Title to all property utilized in the work of this Asreem~nt, pro­
_.1 .. ,_. vided by· the Co!lltractor from c·ontractor .. owned store·s or mail~factured by 

. the Contractor in the ordinary course of i.ts cominerc·ial business, for . 
which the Contractor-is entitled to reiinburseuient under the proviSions 

.. of this Comitract 9 shall pa,ss to the GoverDment .at the time of such 
utiU.zatiolfll;. 

2• The GOverilim,ellllt res~rves tJ;i& right ·to furJU;sh amy property or 'services . 
requi~ed_ for .or ~seful\. itm the per.fonnance . of ·the work under ~h;(.·Q Agree­
ment o Title to aU property so furmshed shall remain in -the, Government. 

3 • :&h_e Gove~l!llmer.l.t shall retain title to all products-, by-products • .. wastage, 
salvage, wodc: .. itmc.proc:-ess~ residues and scrap resulting from property to 
which the Goverltill!lletmt has 01;. had title pursuant to paragraphs 1 and 2 a hove. 

4. All items of Gove~~ent~cowmed.property referred to above a~e hereafter 
collectively r®felt'red t'o in this Article as "Government Pr.opertyo 11 
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To, the· extent prac~ica:t>le, the Contrac~or shai~ C'i\USe. aii nc>nexp~ndabl~ 
. _items of Govermnent ·property to be ·suitably marked with· Qn_. {d,ent:tfying 

inark or.'symbol_ iudicat_tng .tha_t the items' are the property,~ot tha,··~yern­
. ·menu. - The ~ontra'ctor shall maintain, at all times. and in 'a ll\81i~er -
. satisf~ctory to the.:C~sslo~,- records shoWing the disposition and· 
use ot (;overn.m8nt ·property. Such_·records shall-be subject t~ C~s~ion 
inspect~on at ·all- reasonable ·t-imes. It is unders:tood ·that. the· -C~_s'sion 
shall at . all reasonable- ttllies bave 4cc.ess to the. premises wherein any 
.items of Government. property are located·. · -

- -

. TJ,te Contractor .shall promptly notify the -CotmDtssion of any loss or 
destruc_tion ~f or dainage to --~erQm&nt property (but not of any con,­
sumpt.io~ of. mate_rials or :supplies in the· performance of its- undertaldti;gs 

· hereunder). • Except as otherwise specifical~y provided ~n th:is Agre"~e·n~, 
-the Co~~ractor shall not be _U_able for los_s or destruction of or da~ge 
to GoVernment property (iri. the--possession or custody of. the Oontrac~or 
in co&nection with th,is Agr-eement), u~les8· s_uch _loss,_ destruction or .damage 

··is due to· gross· negligence or Wilful·mis9-ondtict. attributable--to the Con~ 
•trac_tor's corpora~e officers or its supervis~ry-employees~ 

6. Except as o·thet:Wise authorized in ~iting. by -.the commf..ssion, _items of 
Qove.rmnent proper-ty ·referred· to.·above ·shall. not be use~ by_ the Contrac-tor 
except in the ·p-erformance: of its obligations· under this ~greement. 

. ~ . . ·. . . 

7. In _the event of loss or destruc:ti.on of or damag~. to Gove.riunelit property • 
the C9Utlia·a_tor shall take sueh st·eps ·to· 'subserve the Govetnme.nt Is' :tn.terest 
as the o~ssion _'iiuthorizes or approves·. If .the c·ontractor is ·liab-le 
for. los~;J ·or de.struc~ion of or damage to ~ny· .ite~ ·of Govetome.nt pr(:,per~y • 
it shall_prmnptly account therefor to the .sat;idaction of the c~ssioil.; 
if the OontJ:aC.tor is not liable therefor, and.is indemirl.fied, reitnbursed, 
or otherWise compensated for' such loss, destruet_ion or damage (other than 

_by. the· Gover-nt under this Agr~einent)-,. the Co-ntractor shall promptly. 
account- t·o· the Government ,for an equitable share of such indemnific-ation, 
reilll;bursew.ent, or other _compensation; in any ·event, the· Contractor shall · 

· do _nothing_ to prejudice the. Govermnen~' s· rights ·to recover against . third 
. parties_ for any_ such loss·, destruction or damage, and, ,_upon reque~t.'of 

the Coi:amission, shall furnish the Governme1i't all reasoqble assistance.· 
and cooper·a-tion (including the prosecution of suit and the execution of 
ins-tr.um.e:nt_s ·of -assigmnent in favor ·of- the '_Gover~ent) _in obtaining recov:ery. · 

.The Contractor may, with the approval of the Commission,. (a) transfer or 
otheiwise dispose of it~s of GOvernment propet:tY to such p·art;ies ·and_ upon 
such t~rms and conditions as so approved, ot '(b) itself acquire title to 
it:._ems. of property at pric-es mutually. agreed up~n by the CODIIIIission an<rthe 
Contractor WitliouE ... the necessfty of executiori. of an amendment to this 
Agreement. The proceeds. of any such transfer or disposid.on, a11d the 
agreed price of ·any such Contractor acqliisition-, shall be ~pplied .in re­
duction of any payments or reimbursement to be made by ~he Government to 

· the Contractor under this Cont:ract or shall otherwise be paid in such 
manner as the 'Coinmission may .direct~ ' · 
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The Contractor shali confo"' .to all regulations. and requireme~ts: o.f the 
ccnmniss:lon c·onaerning th& ·manageme-'t, inventory· controli ·storing ·and 
disppsal _:~f. GQverDm.ent _prope~ty. The Contractor. agl:ees to pr.ep~re _and 

·submit to the CODIIDisSion for review, within sixty (60) days after the· 
execution··9£ this Agr·eement,.·a written statmneilt .of the.metho.ds to·be 
used and of :the. procedures t·c) ;be followed by the Contractor i~ regard. 
to manage,m.ent~: .inve.ntoiy control, stor"ing :and. d:ls~aaY· o.f. Government . . 
property •. · Th~ ·.C:ontrac tor sha 11 not· use any method or. procedul;"e. in· 
this reg~rd· ,which. .t~e C01111ldsslon ·has advised. the Contrac~or :i.s contrary. 
to Commissio~··p'olicy or which is. Qtherwise prohibited by·· this Agre"eutent·. 

- . . . . . . -

With respec·t ·ito. eac.h item ··of Covernment p~op~rty .located. at Site A not 
sold or otherWise· disposed of .. by the Contractor .. ·or acquired· by tliEf ·-·: ·· 
Contractor p~rs~nt. to ·para~aph 8 above~ the ·eov~rmnent·~ within <:;.no 

. hun~red twenty {120) din~s 'fqlloWiug. the: tennination or elq)iratiot\ of: 
the· period of performanceof this Contract,·or ail.y exteltsiori thereof, 
.shall abandon" ~r remove it, ·wi~h~_y._(J:.ncurring_ any further liability to 
the .Contractor.· · · · 

.(a). In the event the Goveriunenti .occupies· sit~ A pursuant to subpara­
graph d(i) of par~gr:llPh 2 of Art:l,.qie III·~ TERM,· EXPIRATION AND !ERMI- . 
NATION, the .right.a ·in .the (Jovermnent· to abandc:>n or remove, ~s set .forth . 
in thfs ·paragraph., shall be suspended during the period of such "occupancy 
and the one hundred twenty (120) day period during.which. the.Govel;'nment 
m'-st either abandon or r~move such property shall no·t commence to run · 
until the end of such.occ~panay. 

· .,.~ (b.) Prior to detetm.inatic:m. by the Gov.ernm.ent to, abandon or. r~ove· any · 
/' -.,_·it~ of Government: prdpe~ty_, the . ."Contrlictor agrees, if -the Government so 

requests,. to negotiate·~th""the:Goyerliment in good faith to purchase such 
item or items· a:-tt a··prtc.e )iliitually··agree·a: upon, it be:Ltig ulider~tood, however, 
that the·· Contractor shall. not be reqUire4- ·to negotiate any price· in excess 
of the value to th~ contractor of said.item or items. · · 

(c) There shall be ·no charge··t:o the ·Government by the· Contractor ·for the. 
storage·. of s~h proper.ty (i) for one. hundred twenty (120) . days· after 

1 

tei'iiiination or ·~xj,irat_i~n :o·~- this Co~~-raet; (ii) f;or one hundred· tw~.nty 

1
. / :(120) days after (a) s_gp1:.ember 30, 1964--. or (b) such earlier date as _the 

.

1

_ . Government may voluntarily. t.erminate its right of oc~upancy as hereinabove 
. ~ provided; or (iii) during the· period of the_ clos~:--o?t of this Contract. 

/

'ARTICLE ~_II - SETTLEMENT OF GOVERNMENT INVESTMENT IN IMPROVEMENTS. 

1. Definitions. As used in thls Articlet 

(a) The term "improv~ent11" shall mean any and all renovations, alteratio'!ls, 
ilnprovements, ·or additi~ns, including but; not limited to all materials-.· sup-· 
plies, and other proper"ty p~chased at the -expeu:se of the Governme.nt. an,d 
incorporated into such. improvements, -~de· at ·the expense of the Goverame.nt 
to and incorporated as part ·of· ·th6 .land or buildings of the Contractor on· 
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Cantiague. Road ~~-ilic~sville~ tong Island, )lew York,. d•sigl1at,ed, as. 
·Site-s A and B,"- as is .lllQre speci#cally pr-~ded in Articie II·~-
. SITE OF THE WOaX,-· . .-~er~of. . It ~s ~nders~ogd and· agre~d, by way of 
,~xatlip~_e but not ·llmlt~ti()n that; there '4ll.be excl~ded· from tb._e 
_lliean_tiig of_ tlie t~~·,"improveinent~-" ~:D.y ·manufacturing equtpinen~,. in-
clu<!i:_ng assoeiated:)drlng, _duct. -works, controls, -~etc. • which ~"n. be 
severed fr9111 the 'pr·operty With:o~t necessbati_ng str.uct\iraf-repa!r~ 
(including but not u.~_ted tc) any breaking or· repai;-ing of walls Qr 
c.eilings)· ·to· the ·buildings.· All.' O.ther. items il;lCiort)oratied into sa!d 
laud· or. bui.ldings ~·· ~Xeept ·manufacturing equipment- and. as'soci~t·eci 
wiring, duct works, controls·, etc.~ referr~d to in the preceding· 
:sentence, shal.l b~ ·.d~emed. to be,;j.lllpro!!UJl8nts.· It,...is furth~r ui\der-
. s~ood and agreed th~t upon p~yme1i'tt11erctf.or by ·the Contractor cf~ the 

. · G_overnm,ent, as Pr.ovided in· this: Article·, the Cont·ractor shall ~'V~ . 
. sole andexcltl:sive •title as against the:Goverilmentto·all improt~ents 

· in Sites A and B.. ' 

(b) The term i•appra:lsed v~lue in pla·c.ei• shall mean· the value -o~· the 
improVements i~ their existing condition,· as· .determined by the ap· ... 

. praiser.(~), as of 'the da~e ·of the appt.aisal~ 

(c) The term "appraised net s~lvage vaiue" shall. ·mean t~e estf.Dlated. .. 
. sa.lvase value, -ai determined by the appraisex: {.s), of the. tmprovc:Unenta 
less. the ·estimated costs-, as determined by the apprafser(s), o·f ·.(i)<the 

· remov.al of such improvements, and (U.) the restora:tion of the Contriactor•s 
land and buildings at ·si.tes A and B tio substantiglly the same c."on·clftt.Qn, 
except.for-rea$onablewear and.tear, e,U.sting imm¢diately prior to.tll«:l 
incorpo~ation therein of such .improvements o. . 

1.
·., 

. 

Upon termination or. expiration of .·~his Agreement, the appraised ~aiue· l11 . 

. place and the appJ;"aised net ~alvage value of the impl;'ovements shall~_. 
. deterinf.li«:_Lby a per~_ or per~_C?J'~--~l!~!!_al!}'~ .·acceptable to the Govermneliti; 
~Contractor •. Promptly following J;'eceipt of· such appraisals,. t,he 
c·outrac~sliitrTn good faith uegodat::e with and pay to. the GOver~nt 
an· 8m.o1.Ult equal 'to· t:he mutually agr,eed···value of li!UCh btproveinent:s· •. · .. ·~. 
mutually agreed-value sha.ll be deterDdned. after giving full oonsiderattoli· 
to. the appraised value in place and.the current valua to thE! Contr-~~or 
of sUch improveme"Q.ts. In no· event·. slla'tl the -~tv,al.ly agreed value . be 
.less· than the .appraised net salvage val\le of iuiy i~rovement. Failure · 
to agree upon either an accept.able appraiser(s) or the mutUally agree·ci. '. 
value pursuant to the foregoing _provision of this Articl~ shal,l be :c_o~-.; 
sidered a dispute to be sett.l~d in accordance .. with the· General Provt~~.oll. 
of this Contract en~i-tled i>IS.PUTES. . ·.:· 

: .. : .· 

1. whenever any invention or discqv·ery. is ~de or c.onceive~ by the Cont.raC?tor 
or its employees in the cou~se of, ·in ·aonnection with. or under tlii(;;$::~~ .· 
of this Agreement, the Contract0:r shall furnish thP· ~onnnission with'. -~-~lete 
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iilformatio~ th~ieonJ amd the" c~s~ion shall have the· so~e power·- to · 
·dete~me. wh.ether ot .-nOt: and where ·a. patent application shalf ·l)a·-:_filed, 
and to. de'teX:mf.D.e t~e. disposlt~ou.·o£ the title and rights under_: ~_lty. . . 
applicat:io~. qr patent that -.,. ... ;t-.e~~lt; provided~ hQw~ver, that with 
respect to· s\ach inVentions Qr·· discOveries made or conc·eived in the· 
co\lrse of~ _iii co~~ction ·~ttth, ~r' itmder~- th~ ·terms of· paragraph t of 
Article I/ th~ Contractor, ·in auy event; shall retain at least _a_. -. 
nonexclusive,· irrevocable •. royalty-_free. U.cense. und~r saiti_ iiiv~i\tton, 
cliscovery~ application, or- patent, such Hcenise being limited to. tl;ie 
manufacture,._ use .al1).d sale for purposes .other than use in. the prociuc_tion 
or utd.U.zation of special nuclear miltel'ial· or· atomic. enet11~ 'S~bjec~ 
to the ~icense retained by tlle rio'lltractor·, as provided ia tb.is.'·Arttcle, 
the judgment of · tlie Comiidssion on i:h,se mat~ers shall .be accept$d., as 
final; ·and the contractor, for ·itself and fol' its employees, agrees ·that 
the iny_ento~- or "i:nventox:s wtli execute ail doeuments and do ail things . 
nec~ssaey or proper to carry out the Judgment- of the-C01111li.ssion. 

No cl~im_fo~. pecuniary award or compensation under-the proVisions· of the· 
. Atomic Energy Acta: -~f .1946 and 1954 shalt b_~ asserted by- the· Contr-actor 
or its employees lQ.th ·respect to any inve~ti.on or discovety made or con .. 
cetved in the cour_se of any of the work under this AgreeJJ~ent. _ 

_ I -

Except as otherwi~e authorized in writing by the Cotmid.ssion, the Contractor 
will obtain patent-agreements to effectuate the purposesof paragraphs·t 
a,nd 2 of ·this.Artie~e from all persons who perform any part of the work 
under .-this Agreement, except such' cled.cat" a~d 1118Iiual labor p~rsonnel as_ 
will not ~ve · acceu to technical data. ,. · 

;J: . Except· as. o.therWis~ iuit}19rb:ed. in writing- by ·the COJDDdsdon1 _the Con­
tractor.will insert in all sub~ontracts provisions making this_Article 
ap~licable to the' sub,contractor: and its empl.oyees o. 

. s. 

6. 

The Contractor shall grant to the G~ernu1ent, .to practice or have_. practiced, 
an irrevocable, D.on~exclusivf! license in _and. to any bive.ations (whether 
patented or not),_secret·prci!cesses-, technical information and techniques 
of production, research and· plant operation, which are dire~tly utilized: 
by the Contr~ctor in the· performance _of the W(irk of this. Agreement. S_uch 
license shall apply. to _the manufacture, use ancl diSposition of·:· any article 
and· material and to the _use· of any method or process. Such license shal~ 
be limited.to goverume.ntll purposes related to (a) production: of special 
nuclear material, . (b) utilization of spec:hl nuclear material,· and (c) uti,. 

_lizat:Lon of atOmic energy' provided, however, that the foregoing shall not· 
-lilllit: the Government•s·:·right ·to:sel_l; ·or caus-e to be. sold,_ all products. . 
or· by-products not uaed -.by or for .the GOvernment which result o~ ~amet~ fr~ 

. t}le use of' any' iliventiQ~, process, information or _technique to whic'b_- such . 
license applies. · ·- · ~ :_ .. _: . 

(a) Except as otherwise s_tipulated; in ·writi1llg by the. Comridssio1,1, or as 
provided in paragraphs (b) and (e) belaw, the Contractor agrees to · · · + 
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ind~fy the. Gov~iunent, it~- 9f ficers ~-," agen_t,, ~-ervants'.· ~~. euip ioyee"s 
~g~inst lia~tJ:ity:"'(including bujt·uot limited. t~,reasona~-~-~- c~sts-and ex- . 
·p~nae:s ·in.eurred)" arising frau{ 'the infringement or the allegetLin(ringeuient 

· , o,~ anY _'~tters Pa_t«!at (not includi~g- liability "!rising p~r_suailt. _.to Se~tion 183, 
: -tttl~ 35 (1;952) U .- S.; Code, prior to iuuance: ·of_- Letters -J;»_a:t·ent)".: occurring in_. 

~be. _performauc~: of: .-this .. Agreement,. or. a~ising by reason ·o-:i;'" sa_le .. to_,_: or pur~­
·_c.~ase :by, ·or dispoQ~l.by,- or for the ··ccoun.t of< the Gover~ent- of ·items 

_ ~nufacttired- or suppl,.ie·d under thiS. Agreement. ' 

. (b): Witb.":-resp~ct. ~o ·infrfng@.ient or alt~ge,d in£r:i.ng~ent-'n.ecessariiy _re--
sulting f~amtbe Contractor's coDipliance,_ with written speci~ic~tions or­
·,~ravisiol)s g~ven l>y t~e.Crimuiissf,on for components which are not ·atan!iard _ 
c_oinniercial pr~ciuc.ts of the: Contractor or resulting -from specific written 
instruetf.ons·· given ·l;)y th~ ·COmmission. for .the pu~pose qf dh··eoting a mat::mer 
of perfo~~e of. the· Contract -~ot_" normally utilized .by the Contractor, .. 
the. Government- agr_ees to ho1d· ~he. Contr!letor hatlllless from liability _arising 
fr~·such i.uft'l1:1gement or allegedinfringeinent of any Uriited States J.,etters 
·fa tent in :vi~w of· the folt"owin:g facts: · ' 

(i) the Contractor has_ not.IJ!.&de an. investi·gat·ioil as to: the po·ssibility 
. of pa ten't infringement, 

(ii) · the qover:nment .and- the Contractor desir·e to aiioid the delay 
- . ~ 

inc;ident·to a patent investigation, and 

(iii) the.Cont~actor·h~s nQt tni:iluded in its pr~ceany I>ro~ision l . : for the settlem~nt of- possible patent. claims. .' 

· ProVided• however; that with respect to procurements undertaken on or 
after the date of .actual execu:tion of MOdification No~ 91 except -as­
otherwise directect by the Cooimission, the. Contractor Wtll secure indem­
nification fr_om s~ppliers or vendors of standSrd coDIIilercial products. The 
Conttactor, to the extent that it can extend such.aforesaid_ indemidfication 
frOJI!, suppliers-or vendors,· agrees to so extend this indemnification to the 
GoVernment~ · · 

(c) Except as otherlilise directed by the Commission in writing, the ,Con­
tractor; with re:spect to claims and actions involving Uabiiiti"es against· 
which· it is held. harmless by the Commission, shall give prompt no-tice in · 
writing- to· .the Conuni~sion~. of any such ciailns and actions. of which it has 

· notice ·and- s~ll -furnish _promptly to_ the Commission copies. ·of all· pertinent­
papers received by the Contractor with re_spect . to any sucb. a·ction or claim. 
If te<t~ied by ·tue Coum:lssioil, _the _Contractor ·shall, with respect to such 
actions or claims (at· the· Governinent' s ·expense~ by proper· -a~~angement) 
assist the Government in the settlement or defense-of _s~ch action or 
claim ,and shall ·furnish such- evidence in its possession as may be re .. 
quired ~y the Goverliment_ in. the settlement or defense of such -action or claim. 

(d) The obligation of the C~ssion to· the Contractor on claims ·or actions 
involving liability against which the CommisSion is indemriified · 
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: · lby ·the Con~ractor. under. the terms of this Agreement shall be identical 
'with the obligations of the C"ontractor to the CoDllllission under S\lb• . 
,par:agraph (c),"above, with respect to claims or actions involving 

. :li-ability against which the Contractor is held harmless by. the Com­
. mi.~sion. In such situations, the Contractor shall be given_ full 
opportunity to participate in the defense against such cl~ims and 
~actions. . · . . 

· (e) However, anything tci the contrary ri.otwiths tanding, ·the Contr~c tor 
· ·aas:umes no_·. 'liability consequential or. oth~rwise for, and the Government 
··ag1;e~~ to hold the Contractor harmiess against· liability (including but 
.not limited.to·reasoriable costs and expenses incurred) .for infringement 
Qr alleged infringement. by reason o{ the use of the completed product 
.in combination with· other items or materials or.in the operation of any 
proc.ess. 

ARTIGLE X - PUBLICATIONS . - PATENT CLEARANCE 

Tb,e. ComDdssion recognizes that, during the ·course of work hereunder, or sub­
·sequerit thereto, Sylvania Electric Products Inc., its employees or. its sub- . 
contractors niay from t::i..me to time desire to publish. within the limits of- · 
security requirement_& iii£ ormation regarding technical or . sdentific .develop-

_ menta arising in the course of the-Contract .. In order that the-public dis-
. closure ot" such informati:on will not adversely affect. the patent interests · 
of ~he Commission and industry, patent approval for- the release within the 
;limits of. security requirements shall be ,secured· from the CoiDndsSion prior · 
to s'uch ;publication, provided 'that Conuni_ssion approval shall not be withheld 
so_~/JY. for patent purposes f()r· a period longer than six months aft;et a written · 

. re~,. e_st for such patent approval is ~de and accompanied .by full technical de~ 
ta ':ts_"(by setting forth in extenso and/or by specific·reference to particular 

.. ~i"tt~n il:lformatipn earlier furnished) .relating to the information sufficient 
for the preparation of appropriate patent applications, ·and provided further. 
th•t·Sylvania Ehctric Products Inc., or it~ euiploye~s or its subcontractors, 
:shall be· fr~e of such patent restric-tions with respec·t to publication, within 
·the· · li~ts of security requirements·, of. a particular item of such info~tion 
i-f at least ten: days prior to. such publicat:l.on the party desiring to publish 
cerUfies in· Wl;-iting to the. Conimission that such item of information contains . 
no patentable-subject matter, or alternatively, that u. S~ patent·appiication(s) 
on any patentable subject matter therein contained has .or have b.een: filed. 

ARTICLE XI .. PROCuREMENT AND SUBCONTRACTS 

L Approvals. 

(~) The Contractor shall not enter into any subcontract without the 
written approva.l of the Commissipn, or Sponsor if applicable, of i~s 
'terms and conditions. For the purposes of. this paragraph, a. subco·ntract 

. is defined as any contractual arrangement (whether or not:in the form 
commonly referred to as a "purchase order") with a third party ·£or the 
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. performance of ~ .. ·~peci~i.c part. of the vork to be p~r.formed u~der t.~is 
Agreement 9 which· arrang~nt is specifically made for such performance 
and 'the cost of which is!) apatt from the ·pr.ovision.s' of ... this paragraph; 
an allowable c·oat· .. uf!.der this Agreem.ent, . exe~pt'» however;· arran~e'l!l~nts :. 
c-overing (1) the f4rnishi:ng of a· b~sic raw material:&·· (ii) the fu~ntshing 
·of a standard COIIIJilercial or cat"& log itei;a,· o~· (111) th!S employer~enq}loyee 
r~i~·tion. 

{b) Th.e COOmdssion9 . o~ th~ Sponaor 1m .. the case .of .a flponsor Agreement, 
res;a:rves the rightil fr~ tibu!. to. tbe, . by written .notie.e· ·from. tne com~ 

. mission, or· Sp~nsor if applicable,. to the .. Contractot' (i) to .make any 
or 1;'11 other · coJDIIlitmeut·s or claaees ·of eOllllli~nta hereunder· (oth.er 
·~lian the contra~tual arraiig~nts referred .to in (a) above) .su~ject to, 

. and to require their ~nibud.ssi~n for 11 . CO!ll¢.ssion0 or ~ponsor if 'appli­
cable, approval, aruJ, '(ii) ~o.make any or· all methods·~ ·pr:actieeii,. and 
procedure~ used or propos~d to be' us.ed ·iii effecting all' arta~gements 
and commitments het"eunder subject .. to, .-and to t'equlre. ·their ·submission 

· · for couud.ssicnip ·or Sponsor if ,.:pplicabl.a.p approval. ·In thi~ regard, 
~he Contractor agre~s ·tO prepare and sublidt to.the.COJDDiissf.on,·or the 
Sponsor if applicabl~9 for ·review, Withill thirty t30) days ·a·fter the · 
exe(iution of ~his Agreement (or ·any .extension thereof approved in 
writing by the C01lllidssion) p writ teD. SttatemtmtS . Of the daily p~OCUrement 
practices and procedures. tri b~: us.ed and of . the objective's inten4ed to be 
accomplished by s~h practices and .. Ptoc¢dUreso' The c"ontr.actor will not . 

·use any' prc)curement. p;-oce.d~res prohibf,.~·ed ·by. th:ls Agreement or which the 
Cominission ha·s advise'd the Contractor are con.trary to. COnmlssioil policy. 

- - . . . - . . . - - . 

I (c)· Tlle Contractor shall obtain the prior written approval o~ the .· . 
i COlJIIllf.ssion before ·(i) purchasing motor .vehicles, airplanes 11 typewriters., 
. printi.ng equipDient) he:lhllllp or alcohol, (11) leasingp purchasing·, or 

otherwise acquiring· real:property, ·(iii) .procuring a11y item or service 
on· a cost,, cost-plus-fee, or time-andama.terials· basis,. (iv) ··purchasing 

. ~ny item ·which the COIIIIIIission specifies is to be obtainecl from indi"' 
.. cated GOve~nt sources~ a~d (v) purchaab:ig any item. ~t l;l. co·st in 

excess of $'5,"000, wher'e payment fo~ ttie cost of any action specifi'ed 
in (i)' through (v) will be clSbied hereundero ' 

2. .Ter111s. ~he Contractor shall ·re.duce to writi~s~ unless this provision 
!s waived. in writing by the C(mmission, ~very a.ubcontract or othet' 
commitment in excess of One Hundred Dollars ($lOO.OO) ·ma4e by·it for 
the .purpose of ·its undertakings hereulide~ 9. :·except contracts covering 
the employer"'employee relation (but not· exc~ptiing contra~ts:with'con­
·sultants); insert therein a provision 1:hat s'uch commi~n~ is assignable.· 
to the· Government; ins~rt therein ·all othe·r. provisioas required· by law 
or elqiressly required: by the provision8o£· tlii.s Agr.eement; ~and make all 
st,tch conmdtmelil.ts in its own ~·and ·not .. bind or purport to bind the 
Government or the Commission thereunder. 
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.. ARTICJ:.E· XII .... CONDUCT . o·F THE WORKa INSPECTION AND REPORTS 

lo In per·f~rmillhg .the. work called for under this A8t'eement~ the Contrac~ot: · 
shalt,: (a) .utill'l.ze its best: -efforts I)·. k.D.owohow an~ ability' (b) u"tiliie. :, . 
its biast efforts to have the WOrk executed iu the inOSt workmanlike , . 

. _maiuiu .by ·qualiflcadl) ·.caref~i ·aad eff:f.c.ient. workers iu· strict ~~Jl ..... 
fornlity.w!th ·the besn;· stanW.rci practices (su}>Ject to the directi.on·s ,·. 
of the Oommssiolli) 9 _ (c) -utilize. its b~st :efforts to -provide sufficie~t: 

· tech~cali;· supervisory 9 adinimtsturat1!.ve al!hd other personnel to insure ···_ 
the _prosecution . of the . WOE'k iR accordaxnce with pertinent produc t:lon·· or . 
othe~; progre_ss acheduie_s 9 (d).- t£ b); the opil!don. ~f- the <:ommis~ioll, the- ·­

·. Con~ractoll' falls behind any ·pertinent plt'odliation ·or other. progress 
· schedule, use its best ·efforts to take sueh steps :to ·improve its · 

progress- as the Conml.ssiC;n may;_dii'ect 9 - and (e) if in the opinion of 
.·the CODIDiasioa the Contr-actor 1 s· persouf!l or "Qther reinlbursable costs 
·are excessive for the proper perfoniauce of ·this Contract, make such· 
prospective reductions _thereof as. the Commisd.oa may ·dir_ecto 

-2o The_work of tMs.Agr$ement. is subject to (a).the general supervision 
-of· tb.e C.ooimissiom9 ·a~d (b) the Commiss:tollll ·authorizatiollhs 9 approvalS 
and ~rections otherwise. prov:ided for· illll th:l..s Agreem¢nt o . ·The. Con.,. 
tractor· _shall proceed .in the perfo~nc.e· of this Agreement and shall 

· ,_ place eq)hasi~ ··(or· relative emP11asis) om .. the various phas~s of. the. work · 
of said Agreement 9 as a!!lld- ~o the extent r<5quested by the COillJllission· 

~'- · from time· to tbleo The. doDmissi<l>n ~hall have the right t«> inspect in 
.. such malliler and at such times_ as· it deem,s appropriate9 all activities of· 
lhe Contr~ctor i_~; or related to t~e course of the work under this Agree111ent. 

-3o. The C()ntractor shall keep the Commission 9 <>r the Spon.sor if applicable, 
fully adVised of its progress hereunder and of the diff:Lcult~esll. if anr, 
lfbich it. experiences and· shall prepare and submit to the COmmissic;m, or 
Sponsor if applicable,;. in ~ueh quantity and ftorm as may" be directe4 by 
the. C01ll!liJ;ssion (a) monthly progress -reports II (b) ·1nted:m technical rea 
ports: on completion ·of specific phas~s of-th~ worl;tp (c)-produetion -
schedule·s 9 · -fin.ancial and co~.t reports, construction completion reports 

. and such other special· reports as may be requested- by the comnussion 
from. time to- time 9 and (d) a ~iruil report· ·summarizing its activities,· 
findings~ and conclusions 0.. . 

.4o The-Contractor shall appoint ~ram its staff au over~all director of the 
. work of this. Agreem.ento The _.se).ectioltli and comtinued assignment to said 
work of.this.dl'!.rector shall be subject to the approval of the Commi~sion, 
or Sponsor if applicableo 

ARTicLE· XIII - CONSTRUCTION, ALTERATION OR.REPAIR WORK 

lo The·Contractor shall not;: perform or have perf()rmed under this Agreement 
any construct:Lo~m9 2lteration or rep.air work in excess of One Thousand Dol~ 
lars ($1 9 000.o00)_~ including painting and decorating 9 without the prior written· 
apprewal of the cO!Jilnissiono · 
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2.· In the event that th~ Contractor, under ~his Agreement, perf-orms or has 
performed~ construction, altera.tion or repair work, including. painting 
and decorating, whic\t work is Within the scope of the Davis-:BSoon Act 

·(Act of March 3, 1931, c. 411, ·sec. 1, 46 S.tat. 1494, ·as amended; 
. 40 U .• S. Code 276 (a)· et ·seq), the following provisions shall ·apply to 
s~ch work&· · · · 

(a) (i) . All mechanics and laborers employed or working directly upon 
the. site of the work will be. paid 1;lnconditionally and not les.s often 
than once a week, and without subsequent de~uction or .rebate on any 
·account (excep_t such payr:oll deductions ·as are ·permtt~ed by . the 

·Copeland Act (Anti-Kickback) Regulations (29CFR, · P~rt 3) the full, 
amounts due at-the time ·of. payment, computed at wage rates not less 
than ·those contained. in the· wage determination decision of ~the Sec­
·l!'eta.~y o.fi Labor which :is att~ched hereto and· made a. part hereof, ' 
regardless of .any contractual· relationship which. may b"e alleged to 
exist between the Contractor or Subcontractor.arid. such laborers 
and inechairl.cs"; and a ~opy of the. wage determination deciaion shall 
be kept posted by the Contractor at the site of the work ina 

. prouiinent place where it· c·an be easily seen by the worltei:s. · 
. . . . . . . . 

(ii) in the· .event it. is· found by the Contrac~:i.ng· Officer that any 
hborer or tnecbanic ··employed by the Contractor . or any. s~bcontractor 
directly -:on .the site ,of . the work covered lJy this Contirat:t has .been 

. or "ts ~eing paid. at~ a. ra.te ·of wages less than the. rate of wag-e;s 
required by_paragraph (a),o£, this Article, the Contracti'!lg_Officer 
may. (a) by written notice to the Government prime Contractor tenid.­
na~e hi:s :dght. _to pr()ceed with the ·work-p. or such :p~rt of tb;e work 
as to.which there ·h"~s be~n a failure to. pay sai.d:requi:redwages, and 

. (b) . prosecute ·the ..work ·to completion by Contract er. otherwise; where-
. upon such Contractot;' an4 his. slit-et:Les shall he liable to the GOvernment · 
for any. exc_ess costs ot:casioned the GOvernment thereby. 

·.(b) Apprentices •. Apprentices Will be permitted to work only un4er a bona 
fide apprenticeship_ prograin.registered With a State Appre~ticeship Council 
which is t:'.ecognized by th~ -Federal Committee on Apprenticeship, U. S •. ·ne-. 

· partmen:t of Labor; or if no such recognized Council exi·ats .in a State, 
. ~nder a program regist.ered with the Bureau of Apprenticeship,· U. S~ Depart­
ment of Labor. 

(c) . Pa>'!"oll Records and Payrolls. 

(i} Payroll records will ·be· maintained during the .course of the· 
work and preser\red for a·period of· three years tb;ereaf1:er for all 
laboters and mechani"cs .. working at the site of the work. · S:uch re-
cords Will ·contain· the" ,name and address of each· such. empl()yee, his 
correct classification, rate of pay, daily and weekly nuniber.pf 
hours worked, deductions made and actual wages paid. The Contractor 
will make his employment records available for inspection by authorized 
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representatives-of the Contracting Officer and the u. s. Department 
of Labor; and· will permit such representatives to interview employees 
during workingho~rs on the job. 

(ii) A cer-tified copy of' all payrolls will be submitted weekly to 
the. Contracting· Officer.- The Government prime. Con~ractor will be_ 
responsible for the. submission of certified copies of the payroils 
of all subcontractors. The· certification will _affirm that.the pay-:­
rolls are correct and complete, that .the wage.rates contained therein 
ar·e not less -than the applicable ·rates contained in the wage de- · 
termination. 4ecisf,tni of .the Secretary of Labor. attached .to this 
Contract,. and that the classifications set forth for .. each laborer 
or mechanic conform with the work'he performed. 

(d) Copeland (Anti-Kickback) Act~-N~nrebate of Wages. The reguhtions 
· of the Secretary of Labor applicable· to contractors and subcontractors 

(29 CFR"~ Part 3) ,_ made pu~s~nt t.o the Copeland ,Act, as· amended (40 lJ .s .c. 
?.76c)' and. to aid in th~ enforcement. of the Anti-Kicltback Act .(18 u.s.c. 874) 
are '.made a part of this Contract by reference. The Contractor Will_comply 
with these regulations. ·and any amendments oJ; _modi:flcations thereof ·alld the 
G~ermnent priuie Contractor. wili be responsible for the submission of affi;. 
davits-required of subcontracto"rs thereUnder. The foregoing shall apply 

. except;. as the Secretarj of Labor may specifically provide for reaso~bl.e 
lim(tations, variations, .. tolerances, and exemptions. · 

, {e) Withholding -of ·~nds· t~ Asstire Wage Payirient.; There may be withheld 
fr0111 the ·Contractor -so ·much:. ·of accrued paymejlts. or. advances as may. be 
gonsidered ·necessacy to pay ·laborers and mechanics employed by the Con;. 
leractor or any subcon~rttctor the £uti amount ot ~ages required by this ·. 
l'igreement. Ia the event of failure to pay any laborer or mechanic all or 
part of the W$ges required by this Agreement, the Contracting Officer ·may 

· take such acti(>n as may be necessary to· cause the suspension, until such . 
violations have c·ea.sed, of any f.urther payment, advance, or guarantee of 

:-funds ·to or for the Government prime Contractor. · · 

. -(f) Subcontracts--Termination. The Contractor agrees to insert sub­
paragraphs (a) through (f) .hereof in all subcontracts .and •further agrees 

'that a·breach 9f any of the requirements of these articles may be grounds 
for termination of this Agre~ment. the. term "Contractor" as used in. such 
_articles. in any subcontract shall be deemed to refer to the. subcontractor 
e~cept in the ph_r~se "Government prime· Contractor." 

ARTICLE XIV - DRAWINGS, DESIGNS, SPECIFICATIONS 

All drawings, sketches, designs, -de·sign data, specifications, notebooks, . 
techllical·and scientific data, and all photographs, negatives, reports, findings, 
recommendations, data and memoranda of every descript:ion ·relating thereto, as 
well as all copies of the foregoing relating to the work or any par~·thereof, 
shall be subject to inspection by the Commission at all reasonable times (for 
which inspection the proper facilities shall pe afforded the Commissfon by the 
Contractor :audits subcontractors), shall be the property of the·Govermnent, and 
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may be used·by the Governutent for any purpose whatsoever without any claim 
on the par~ of the Contractor and 'its-subcontractors and vendors for addi~ 

- tional cbliipensation··and shall, subject to the right of· the Contractor to 
. retain a copy of said materi,al for .its OWn use; be· deli_vered tQ _the Govern~ 
·merit 1 ·or otherwise. disposed. of by the Contract'Qr either· a~· the Contracting 
Officer may.from tiuie to time direct during the progress of the work·or in 
any event as the Contracting. Officer· shall direct upon. completion o·r termi­

. nation of this Contrac_t.. The Contractor's right ·of retention and use shall· 
be_subjec,t to the security and patent.provisions, if any, of this Contract. . . . ~ 

ARTICLE XV - SOURCE AND SPECIAL NUCLEAR . MATERIALS 

The c·ontractor agrees to conform to all r~gulations and· requirements·~£ the 
Commission with respect to accounting· for source and special nuclear materials 
(defined in the· Atoinic Energy A¢t of 1954) • 

ARTICLEXVI- GUARD AND FIRE FIGHTING-FORCES 

in connection with its work under this·Agreenient, the Coqtractor shai.l_provide· 
:stsch gUa.rd or ·fire .fighting forces, with such unif()rms and equipment, as the 
COtnlilission m&y from ti~e to time. require or approve~ The cost thereof shall 
be deemed .to be allowable _costs; 

. ARTICLE JWII - TECHNICAL AND PROFESSIONAL ASSISTANCE .· 

When,. in ·t:he Judginent of the 'c~ntrac_tor,' the complexity and. na~ure of the_ 
· Contract ·undertakitigs are such as to require supplemental eip_ei"t technical 
or If.ofessional assistance, ·services or advice in connection wi~h special · · 

.pha,es. ·ot a technical·chara.cter, the. Contractor may With the .Written· a-pproval 
of. the Commisdori engage -or otherwise. obt:ain such supplemental . serVices. 
Comp~nsatioli and· reitnQursement to any consultant . engaged ·pursuant to thiS 

. Article shall be governed by· the provisions of Append:f:x "A" attached here.to 
·except. as may. .. othE!rwlse be specifically stated in the Contract .with such 
. consultants approved by the Commission. 

ARTICLExVIII ~ FINAL INSPECTION AND ACCEPTANCE 

'Final inspectio~ a~d acceptance by the Conunis~:ion ol work under pa~agraph·:l· 
of Articl~:I·of this Agreement shall be performed by the COl'ilnliss~on or such. 

·other representative as .may be designated. by the Commission in writing at the 
·c9inmission 1 s Savannah River Opera.tions Office. Final inspection and ac·ceptance 
of work under any Appendfx "C" Agreement shall be as provided therein·. 

ARTICLE XIX - INDEMNiTY 

1. Notwithstanding any other provisions of this Agreement, it .is ~greed that 
the Contractor shall not.be liable for, and the Government shall, subj!ect 
to th~ availability of funds, indeinlrl.fy andhold the Contractor harmless 
against any and all losses or damages (including but not lindted to 
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personal injury, disease, or death ·of persons, or ·damage to or loss of 
use of property) and any· and all_expense' in conn~ct:lon therewith, or in 
·connection with alleged loss or- damage (including but not limited to the 
.expense· of litigation), arising . out of, based on, ·or cau~ed by radio-

_ active, toxic, explosive, or other hazar«;;ous properties of source, special 
nuclear, or radioactive materials, or products or by-products therefrom, 
which the Contractor, or the Government in- the case it occupies the _ 
premise_s as provided in Article III - TERM. EXPIRAT-ION AND TERMINATION, 
may use, possess, or otherwise handle under or in coimection with this 
Agreement,:whether or not any director, officer, employee, or agent- of 
the: company is responsible therefor; provided, however~ that this obli­
gation -of- the Government shall apply only in those instances where loss 
or damage, and exp~nse in connec~ion therewith or in ·connection with 
alleged' loss or damage, is- not due to 'or .caused by gross negligence- or 
bird hith on the 'part of- any officer of- the c·ontractor. or on the part 
of any representative or employee of the Contractor exercising the 
powers, r·esponsibilities, and duties normally exercised -by the plant­
manager _having direction or. sup-ervision of the work undertaken -by the 
Contractor her-eunder,. nor.due.to nor caused by wilful ·or grossly 

. negligent· failtir.e to follow- procedur-es and standards approved and 
transmitted ·to the Contractor- by the CQnmissionfor the use, possession; 
or other h~ndl:ing of sourc~, special nuclear, or radioac-tive materials, 
or pr.Qducts or by-products therefrom, on the pa·r_t o~ any. of the afore­
de~cr:i.bed Contractor personneL The obligations of the Government under 
~his Article shall apply oniy to th~ extent· that the Contractor is not 
cove·red ~nd· made whole by: insurance_; provided, however, that said obli~ 
iations shall not apply to any loss or damage, or any expense. in con­
;~ectio!l _therewlth ~r in connect~on with alleged loss or damage, if,_ and 

.to the· extept that, 'the Contract.or .is covered- by insurance with regard 
to such loss -or damage,- or· such expense in connection therewith or in 
connection with alleged loss or damag~, -but:t:l.s not. so made whole !}y- said 
,insurance b~cause of some intentional ·misrepresentation by the contractor 
in the obtainni~nt -of said insurance or by __ -some· breach by the .Contractor -

·_of the terms and/-or conditions of said ins~rance·or of SOt!le ·other act or 
failure to act on the part of theContractor as respects said insurance. 
The Contractor represents that_ it is_ presently inaint"aining, and. th~ ex­
tent of the liability of -the Government u_nder this Article is limited in_ 
any event to the excess over, the insurance coverage, as such coverage 
has been reduced-by toss or damage, and expense in connection therewith 
or in connection with alleged loss· or damagep prior to the .date-of loss 
or damage, or expense in connection therewith or in connection with 
alleged-loss or damage, indeinnified against hereunder, where such re­
duction has· not been reinstate-a in accordance with the Contractor'-s 
normal insuranc.e practice, all of the foregoing being on the basis of 
the insurance coverage specifically approved by the Cotiunission pursuant 
to Geile"tal ·Provision 15 of the Contract entitled REQUIRED BONDS ~ND IN­
SURANCE - EXCLUSIVE OF GOVERNMENT PROPERTY. 
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· 2~ In view of the proximity of Site B to Site A, and notwithstanding any 
other provisions of this Agree~ent, the Government shall not be liable 
for, and the Contractor ·shall indeninify and. hold the. Government harm- · 
less against, "any and all loss" or damage to persons or pro_perty in 
Site A (including btJt not limi~ed to persona~ injury; disease, or 
death of persons, or loss or damage to property) arising out of, 
based on, or in connection· with the use by the Contractor of Site B1 
including, .but not limited to~ the use by the Con,tractor of any and 

·all. means . of ingress or egress throtlgh Site · k to or from all or any 
portion of Site B,. in conne.ction with a'ctiVities other than those 

. directly associated with th.e· scope of work bcdng ·per~or-uled in Site A. 
·under the Contract, regardless of whether such loss or damage to 
persons. or property was caused by negligence of the Contrac-tor. or 
.any director,. officer, employe_e, or agent of the Contractor; provided, 
howev"er ... that;: l,lothing contained herein shall be construed. to give any 

.. person, finn, or· corporation. not a party. to this Agreement . any right 
against the Con.tractor -or· the Government to ·which such person, ·firm~ 
or corporation would.not otherwise "be entitled in.law or .in equity; and 
provided further that the GoVernment's right of indemntty hereund,er 
shall not extend to loss or: damage· to persons or property resulting 
from the Contr4ctor • s compliance With- the COmmissic:m • s ~ules and 
regulation_s or. other instructions. or caused a·olely by the negligence of 

· :a_ny ·officer o:r etiiployee of the·Cotimission engaged· in the performance of 
his or her official duties under and.in connection with this Agreement:. 

· ART,ICLE · XX ~. KEY PERSONNEL 

r· hav::Lng_b~en determined that the employees whose~am~s:appear below, or 
· ~ons approved by the Contracting Off:i._cer as persons of subst~ntially 
. qual abilities and qualifications·, are necessary for the successful per­
fot1Dance .of this Contract, the Contraqtor agrees· to assign such employees 

· or .persons to the performance of the· work under, this Contract and shall -
riot reassign or remove any of llhem without ·t.he consent of the Contracting 
Officer.: Whenever, for any reason, one or·uwre of the aforementioned 

·. emp1oyees is unavailable for assignment. for work under the Contract, the ·. 
ContractoJ;.' shall, with the approVal of the Contracting Officer, replace 
such -employee with an employee of substantially equal abilities and quali_. 

· fications. · · · . . 

1. Boyd Metz 

2. w. Mandaro 

3. H. Watts 

4. E. Meyer 

5. A. Andersen 

6. R. Johnson 

- 32 ~ 



• j 

f; 

Length ,of Service · 

6 months but le:s:s .than 1· yelir 
1 year but. les-s that}.' 3 -y~ars "' 
3 years but less. than 10 ··years 

10 years but less ·than 25 year!J 
25-years or li).ore · 

Contract No. ·AT(30--l) -129·3 -v:ith · 
SylVan~a Electric. PrQduc:t_s. JnC. ~­
Sylcor l)fvt"sion 
Appendb. 11A11 . 

Hourly Employee 

20 hours 
4.0 hours 
80 hours 

120 hours 
16Q hours 

saJary Employee 

. 1 week 
2 w:eeks· 
2 weeks 
3 weeks 
4• weeks 

A week 1 s pay in lieu of one week 1 s vacation ~ay· be granfed to eJ!lployees 
who are eligible for three or four w~eks' vaca.tion. 

Additional prora~e~ vacation paymerlts may be mad·e to emp~oyees eligible 
for vacation pay bas~d on the following lengths of service: 

Hourly_Employees 

More than 26 weeks but le~s 
than 52 weeks 

More- than 2.years 12 weeks but 
l~ss than 3 years 

1/26 of 20 hours·for each 
weekabove 26 

1 hour for each we~.k 'ab_ove 
2 years 12 weeks 

Salaried Employees 

More than 26 'weeks but less 
. than 52 weeks 

1126 Of 1 Week IS pay for 
each wee~ above 26 

I The above vacation allowances. are non-cumulative and shall be_ taken 
pri_or t_o. December 31 of th~ current vacation year or forfeited. 

Sh.ift premium if applicable·, may be included in vacation payments. 
·If the .majority o·f the employees ·have actually worked on .a ·schedule 
·averaging 48 hours or more per week for the first six months of a 
calendar'year, vacation payments may be based on a 48-hout' per week 
straight time basis. · · · 

An extra day '.s vacation is :allowed for each paid h9liday falling within 
the vacation period. Payment for such holiday may be gra.nte·d to hourly 
or non-e]{empt salaried employees. 

· Employees who· ·leave th·e ·company prior to July 1 of the current year may 
receive a vacation accrual equal to the number of weeks on the payroll 
since last· July 1, divided by. 52, multiplied by the normal vacation-pay 
for an ~ployee with their record of continuous service. Emplo.yees who 
leave the Company after July 1 who have notreceived the vacation pay 
to which. they are eligible as' of July 1, will receive such p·ayments at: 
the time of separation. 
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Contract No. AT(30=1) -1293 with 
Syl.van.:ia Elect:rie P·.roducts Inc .. , 
Sylcor. Division 
Apper.dix "A., 

1. Sal.arle.d Employees 

. :L 
! 

l 

. Leave with pay may be granted to employees who are absent fr·om. work 
because of personal illness or injury. The amount of such leave 

'granted shall be in.acc:ordance'wit;h established practices con~ 
s.istently a.ppl.ie.d throughout the Contrae;tor 1 s organization based 

· upon the fo ll.owing scheduloe.: 

Employ'ee 1 s, Service 

Less than 6_months 
.6 months to 1 year 
1 year to 2 years 
2 years to 2.5 year~ 

· More than 25 y.ear.s 

Cumulat.i.ve. Tim·?: Off in 
to-ny l2·,M!mth P~~-~i.=.o.;;;,d__,__ 

1 w~e.k. 
:~ we~~-s 
4·w.eeks 

4 •..r·~.e.ks p hu< 1. weeklli fnr: 
Bach fu 11 yE:a r: o E t.~ontlnuous. 
'"e L'VL.<:- beyc:>nd. 1.. years '\lp to 
m .. :t.:l<: !.!I;J.c:rr· -:·.f 50 . we~ks 

50 ';;!$;.sks 

No reimbursement shall be ma.de f.;)r unus~:d li!i<:k ls.:w,z; t:.:o employees 
. •J.p.::>n tE.n:-mination o.f <':',mplo~ent: .. 

Excused leav~ -w:i_th pay may be. gr.am·r.-d fn1i-t.i.::Ec <='i'?:<pl~y.Je:s ....-ho are.· 
.a:be.(;!nt from·work for rea~>ons of· p$;t;'(-onal illness, tnjuryt or 
disability based upon the following. p-rov! ~d -:>ns·: 

Full=time employees with on.e o:: ~c~·e-. year·s of com:inuous 
service: who are on the payn'l.ll a.s ;:> f J anuaty l of any 
calendar year· shall be credi <;:;;:d Wilh hO h0lltR of dck 
lea.ve allowance for that ca.lenda.r y~car. 

Full-time employees who a:n~ not. on the pa.yro11 as; of 
Jan.uciry 1 but who t'etur·n to wotk from b.yoff ot: le_,avoe 
of abse.nce subsequent to January l shall. be cre.dit~d 
-for the balance of the c. a lendat· yi':a. r •,.;i t:.h an· a.n:,:~~u:.t of 
sick leave allowanc.li'. equal to th~} ::.1.r11bet of full c:ale.ndar' 
w.onths remaining in the calenda·.r ~.·e.<~.~: Um:es 3~1/3 ho-ur.·s, 

full=ti.me empLoyees who 1::oro.p1ete th~:!oi:t fir·st year of. 
continuous service subsequent to· Ja.mH.r.y l shall b.e 
c.redited for the' balance of the. calC>.nda.r yea.r with an 
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co)!it;ra~t No. AT(30=1) =1293. ,~th­
~ylv£nt:• Eliictric Prod\lat• _ -I~c .• 
Sylc9x;'.Di~idon 
Ap:psndix "A" 

~unt of si~k laav~ allowanl!l~- equal to ~he· nW.ber pf 
full-caler.ldar months remainins .in :the calcindar year 

·.times Jcl/3 hours:· 

Full~time ~pl9yees vho ~oaplete their first year-of 
~ontinous se:r:Vices ~m· or b-efore the l:Sth day of. the . 
swnth will be cred.U:od with a full 3=1/3 hours of sick 
leave _allowance for· that \illOnth. All~a~©es for. resular, 
p&rt=ti1111e e?;nployees will be reduced p.r9portionately, 

- · · · p_rovided they ar~ employed t_o work a mit;timum weekly 
work $Chedu 1~ Cif. 20 hours Ot' m.ore . . 

U~used sick leave will be accumulated from yea,r to year 
_ . u~ ta a_l!lHiximum of 480 houJ,::'~, · In no case will unused 

·: ·sick leave pay be reimbursed to_ employeesg including 
sep_aratiiQn .from the company 9 for any reason.-

Sick leave pay shall be computed atthe employee 0s 
s·t:raight=time hour.:;-ly rate in effect. on the ~irst full 
o_r partial day of absence. Shift premiiu!;ll may be adde_d 
t.o such ·straight=ti~ .Sick leave-for employees who, if 
th-ey worked~ would have been assigned· to a premium shift. 

Employees :eecaivin~ sick leave pay will not be entitled 
tQ ;Non=Oacupation.al Insura.n.~e- Benefits for the same 
period of abseti«:!e.. The numbe-r of weeks of Non~O«;t:;upational 
Disability Insurance Benefits to whioeh an employee is 
entitled s_hall be r~duced by the equivalent number of· con~ 
secutive 40-~hour incrementS (or fractitOnal portion. thereof) 
of si4lk leave pay· 1received. Non~O@©upa:e:.ional Disab:l.lfty 
:tnsur:ani:le Benefits will co1m1en~e at the termination of 
sick pay if the _eBnployee · b still unable to return to 
work du6 to personal illneSJs .t;)r injury and has been dis= 

. abled fQr ml!:ire -than seven (7) l[:onse~utive calendar days. 

Pa~nts l!:'eceived undeJr Wo1rkmen°s C.Ollllp~nsation, cost. re­
imbursed in whole or in pa1rt by the Commission~ shall be­
·deducted from the sick leave pay ~eceived by an employee 
during any peri~d such pa.}'llllents. are received.·. Sick leave 
pay wi 11 be the di f-feren~e between. the weekly W01r:kmen ° s 
Compensation payment and the empldllyee 0s weekly straight~ 
.time wage iii .effect at the time lUll o~~upational disability 
_o~cllllrs. Where such pa-rtial sitek leave payments are made,· 
the nwmber of l;l.ours to be charged against an empioyee 0 s 
si~k leave allowance will be detemimid by dividing the 
empJ_oyee 0 s stJraight=time earnings into the appropriate 
~unt of weekly si~k leave pay to be granted. 
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Contract: N::>, ATOO- ~. ·1293 with 
Sylvania Elec~ric Products Inc .• 
Sylcor Divis-ion· 
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D. Other Absenc~~ 

l 
I 

3 

f • .... . 

Employf.'es m.a.y be a.l.lowed time off wi"thqut loss of straight-time 
pay for required jury duty or for required appearanc.e at a court 
trial . 

. a. H~urly and Non-Exempt Salaried Employee~ wlll receive the. 
·difference between fees received from the court and their 
normal pay for an. eight-hour day, 

b, Exe~£i~'! laded E;:np loyees "Wi 11. be paid their norm.a 1 s-alary 
in addition to ~ourt fees. 

When a,n. ·Bmphy.;•e ele.ct.s to be manied ~ he may be grant~d t;ime off. 
as followr; ~ 

Sala.~i.ed 
·we~k (.·f·f 

E~pl-")ye>O:.:>: Less than 6 month:; se:>·vi~:e: Up 
~-;"i thout. pay. Six months ·s-arvice. o:::· rr:o-r:e; 

~~~week ~i~h pay. 

to or:e· 
t:"p t0 

Acy e"t"iploy..-'<' -~··~':! '::·':' granted up to tht:ee wnki ng day$ c ff wi t.h pay 
b<i::<<-<··1·::;~ .;~.f U··.:· -:s2\.h of the employee~s spouse, fath~>.r:~ mother, 
s~:-n, d.augh'.A!.r·. 1:-c-:)ther or sister~ mother··in··la;.r 0r father-in-la.w. 

. Tim•?. of~ fo:r· n::'{u~ r~.d military reserve duty~ not to· exGE~ed: ~wo 
''"~"f~k:; ~bdr,g ;;:,.c1.y ~-.welve.:"m.onth period may be granted t.o: 

{a} L.ess than si.x {6ll months service.- wi.th::mt pay" 

(b) Wi.th mor.·-: ~han (6) months se..r·vice, the. difference, if any 
between thei -::· salary base rate and their military pay for the 
ped.od. 

All <:-.'31.-pl ey~~·;;: with ;;;i.x {b) months or more of continuous servi-c:e 
who a.t·e -~n·dcH:d to ac.tive duty for periods of rrot less than· 
six {f)) months duration may receive the equival€'.o.t. of one (l) 
m.onth 1 s pay upon relea.se from employment to per:form su·ch. duty· 
unless he. ~nlist:s while on an approved occupatfonal ·deferment .. 
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Contract No. AT(30-l~ 1293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix 1'A" 

5. gg_uik'ed Selective Service Examination 
·-·~· 

Time off with pay may be granted to employees· required to vfsit 
military examination centers for the purpose of taking preliminary 
or final type examinations; The amount.paid to non-exempt emplo"yees 
shall not exceed eight (8} hours of straight-time pay, including 
shift premium, if any. 

6. Person8.l Reasons 

Time off may be granted to. employees absent for personal reasons, 
such a.s illness in the. famiiy, travel, etc. 

_Ti~e off for personal reasons may be granted to hourly employees 
only on a non··pay basis. Salaried employees with six or more months 
of continuou-s service may be paid for time off not to 'exceed five 
days per year. Time off with pay shall be paid at the salary base. 
rate plus shift premium·based on the normal work day, or-part thereof, 
not to exceed eight- (8) hours. When such time off .exceeds. two (2) 
weeks, additional time off shall come under provisions of II.D.7.,. 
below. 

A leave of absence without pay may be granted to employees who are 
absent for two or more weeks but· not. to exceed 18 months·. Seniority 
or other be.nefits ·shall not- be accrued during leaves of absences 

l gr.anted under· this section. 

·. I . 
lii. WAGE A.:.\\D SALARY ADMINISTRATION 

A. Sa.lary Schedules 

Employ.:::es whose wages or salaries are cost~reimbur.sed. under the 
Gontract shaH be. employed in: the job classificat::ion, grade and 
sala-ry ranges ~pproved under Schedules I and.II a.ttachedhereto. 
Curre~t org~nization cha~ts, j6b descriptions and appropriate wage 
and salary dat:a will be filed with the CoJIJIIlission in support of 
approved job classifications, grades and _wage and salary ranges. 
Cost of living and general wage and sahtry adjustments require the 
prior appro.v'al of ttie Commission. 

1. ~alaried EmEloyees 

It is the policy ---of the Contractor to base .the employee's 
salary on his production and accomplishments in terms of the 
req;li:ci:ments of his job classification and the rate range for 
the (;lassification. Reclassification, promotions and merit 
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Contract No. A.T(30~l)-1293 with 
Syivania Electric Products Inc. 
Sylcor Division 
Appendix 11 A11 

raises may be made at the discretion of the Contractor.in accordance 
with established practices and pro-cedures. Sa~aried employees may 
be considered for merit increases in accordance with the following 
schedule. 

_ Employee 1 s Place in Rate Range 

Below mid-point of salary range 

Abov_e mid-point, ·n:ot immediately 
pt;omotable _ 

Above mid-point, immediately 
promotable 

Interval Between Merit Increases 
Salaried Employees 

Non -Exempt- Exempt 

6 months 12 months 

12-18 months 18-24 months 

6 months 12 months 

A )10n-exempt salaried employee Is job. performance shall be reviewed. 
s~mi-annually and he niay receive_ an increase of up to 5% of his 
base rate_ at each semi-annual ·review. Merit increases for exem.Pt 
.salaried employees ·shall .not be granted less than one year from 
the preceding merit or p·roniotiortal increase except in unusual cases' 
and in no case shall they exceed 10% per year. Exceptions may be· 
granted ·only with the pr_ior approval of the Connni.ssion. No merit in­
crease shall be given in excess of the established maximum rate for the 
position of the exempt or non.-exempt salaried employee. 

Hourly Employees 

Merit raises within the appropriate labor grade may be given once­
every three calendar_ months. _ In unusual circumstances a. merit 
raise may be giv~n after two ·calendar months have elapsed after a 
previous merit increase. -New hires may receive a merit increase 
at the conclusion of a 45-day probationary period. New hires 
with traine·e classification may be promoted to their regular clas­
sification-~nd brought-to their first step of the appropriate labor 
grade at the conclusion of a 45-day probationary period. 

C. · Lea-dilum Premium (Hou·dy Employees) 

An employee officially designated as a 11 Leadman11 may be paid a 10% 
premium in addition to his hourly rate. 

D. Shift Differential 

Premium pay of lOio of straight time and overtiiJle earnings will be paid 
for work on shifts commencing outside the hours of 7:00a.m. to 9:00a.m. 

- 7 -
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E.. Compensation· for Pr-emium Time - Overtime and Holiday Work 

As. deemed essential to the performan:c.e of Cont::-act. work. ·the Contractor may 
a•.tthorize occasional· ove~time. Wo!'k we-eks in excess of 40 hours scheduled 
for more than four consecutive weeks shall require~priorapproval of the 
Commission. Payments for overtime work shall be in accord~nce with the. 
Federal Wage and Hour Law and the Contractor's established pay practices. 

Regular. employees may receive their regular straight time pay, not to 
exceed eight hours (including shift premiUm if applicable) ~or unworked 
official holidays. 

If .a non=exempt employee is required to work <n< an official holiday, he 
w:lll be compensated for the hours worked at one and one-half times his 
noxmal rate of ·pay including shift differen:tt.al in addition to the basic 
~ight hours holi-day pay. 

F. Report~p Pay 

An ;employee who reports to work for his .scheduled hours will receive full 
pay fr:om.such hours (not to exceed. 8) for that d~y even though idle or sent 
home early beC<&?.lSe of delay or shortage or .other rea.son.s beyond hiS control, 
exc<f.f!,>t. that no· such pay t<Jhall be mads. in c.'>.;-;;es '~Ther.a _th~ Company's failure 
to provide work "is du.e to power failu.i:-e. fi:·e; flood, weather conditions' 
ot· other: C.O>'lditions beyond the Company 1 s <-:-~.K~t~'~l < 

G.. Ca.ll~ic Pay (Non-exempt Salari.ed and Hom·l_y J;_w.pl.oyee.g) __ 

Elr,j.p lcyees who are called in for ~merg-e.ucy l.oi'Ct'K O'.ltside their regularly 
-~r.::hedul!2:d hours may be paid at: overtime !:at.;;s for su~h hours worked 
Jbr a minimwm of· four hours straight tim<e, whh;hev~r.- is greater. 

! 
. H.. .?~e.J~ara.tion Pay 

l. 1?epa.r_§ltion Pay in L:i.eu of Notice 

Employ~e.s with six (6) months or mo.re o.f ,:,"Jntinuous service who are 
pet-m.amintly and i.nvoluntarily separa~ed without prejudice will receive 
n'-7dc.~ or separation pay in li_eu n! n>)tit-.e as indicated below: 

a. l!-?E_rly Emi>l'?_y.ies.- One (1) week~s net-ic~ or one (1) week's pay 
at base rate, not to exce~.d 40 hmJ.::B, 

Should an hourly paid employee be E-·epar.ated because of lack of 
wo:::-k while as;>i.gne-d to COli'lmen:i~l "'hO-:-.·~ ?..t the Hicksville .r'-lant. 
-3.r::,:l "hump" through seniority tul.f:.;.;: .::l.n 'f:Vlployee. on Contract_ work, 
it l.s agreed the Commission.· ghall not be liable for .separation pay 
to· the separat.ed -employee; Where. a·,, e:!ipl.oyee engaged on Contract 
wot"k .at the Hicksv-ille Plant "bump--;;" a h;ss senior empl"oyee assigned 
t•) t::ow:.~rcia.l wo:ek. the CoJ11.1ll;issi(•n sha l1 reimburse the Company, if 
.required, ·for separation payments to the. employee thus separated. 
In all_ instanceB whe:re tl).e Comllli-ssion. r-eimburses for separation pay 
c-:> ~mploy~es: not engag.ed on its •,rcn:·k at. ti.me of separation, pay-

.· m.en~R ltm.tst be appt'cved by "the C.o'Lilmissi.on. 

b. Nor.=.ex.e.m.pt. Salaried Employees_ - T·w0 (2) ~e>-e:ks' pay. and as much 
notice as possible. An additional on.e week's pay may be granted to 
-em.{>loyees having five (5) or. mo"t·-e years of continuous service. 

~ 8 -
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Separation pay to eligible employees whose total.ColJll>any service 
.. has been divided between the Contractor• s commercial ac!=ivities 

and work under this Contract shall be prorated according to 
length of service· on Contract work and the Company•s·commercial 
.activities. 

c. Exempt Salaried Employees - Four (4) weeks pay or. until the 
employee secures new employment for employees with up to five (5) 
years continuous service. An additional one (1) week 1 s.pay for 
each year, or portion thereof, of continuous service. in excess 
of _5 years service or until the employee secures new employment 
except that in no instance shall the employee receive more than.l5 
weeks separation pay. Separation pay to·eligiple empl9yees·whose 
total Company servic·e has been divided between the Contractor• s 
commercial activities and work under this Contract shall be pro­
rated acc.ording to length of service on Contract work and the 
Company 0 s commercia.! activitie~;. 

Severance ~ay ~ Hicksville Site Closing 
. . 

Reimbursement will be made to the Company for severance payments only 
in the .event th~t the Hicksviile site is closed because -of termination 
o~ expiration of this Contract. Severance payments ma.de to employees 
whose total service .has been divided between _the Contractor's com.:_ 
mercial work ~md work under this Contract shall be prorated according 
to the length of service on Contract-work and commercial work. Employees 
whose employment is terminated because of-the closing of the Hicksville 
site may receive severance pay in accordance with the following schedule: 

1 day's pay for each of the employee 1 s first 5 years of continuous 
service. 

l.week~s pay for.each of the employee 1 s years of continuous service 
over 5 years. 

. . . 
IV. EMPLoYEE BENEFITS 

A. Educational Benefits 

When an employee is assigned to an educational course.as part of his work 
under this Contract~ the Contractor may pay the cost of the course, in­
cluding books and.required travel expenses. 

-Emplo-yees .who elect to take educational courses may be reimbursed by the 
Contractor as outlined below. 

1. The employee must obtain ap.proval of the Plant Manager prior to 
enrolling in the course. 

- 9 -



B. 

Contract No. AT(30-l)-1293 with 
Sylva~ia Electric Products .Inc. 
Sylcor Division 
Appendix 11A11 

2. Upon completion of the course and before reimbursement for any part 
of the course cost is made; the employee shall provide acceptable. 
evidence of successful completion and appropriate properly receipted 
bills. ~ · · 

3. If the course is di_rectly related to the performan~e of Contract work, 
100% tuition will be refuri~ed upon satisfactory completion of the course. 

4. If the course is not directly related to the employee's present work 
but is_re'iated to the employee's development for higher level work in 
which there is a reasonable probability that he maybe engaged under 
the Contract, 50% of the tuition may be refunded upon satisfactory· 
completion of the course. · 

5. ·If the course is not directly related. to Contract work but part of 
the requirement for a degree in a field directly related to the 
Contract work in which the·employee is engaged, SO% of·the tuition 
may be refunded upon sat_isfactory completion of the course. 

In· addition to the benefits outlined above, up to six hours time off per 
week with pay may be granted to employees who take approved graduate-level 
courses related :to this _Contract. · 

Group Insurance 

The Contractor maintains group insurance program for all eligible and 

/ 

.. retired employees· including: l) .life insurance, 2) accidental dea~h 
and dismemberment insurance, 3) insurance for company travel, 4) hospital­
surgical-medical insurance, 5) major medical insurance, and 6) non-occupations: 
dis8:bility insurance, the details of which are on file and approved by the 
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Commission. The Contractor's contribution to the cost of the program 
is reimbursable-on a pro rata· share basis as approved by the Commission. 
A proper share of dividends, premium refunds, and other credits acct;"ued 
to the approved group insurance program will be credited to the cost of 
Contract work. The following group insurance programs are provided by 
the· Contractor. 

1. Life Insurance is provided for all regular empioyees at no cost 
to the employee after. one month of Company service. The amount 
of insurat:tce is determined by the employee's· base rate of pay. 
The face value of the life in~urance per eligible employee will 
be a minimum of $3,000 and a maximum of $225,000. Insurance. 
coverage-may b~ extended up·to one year during a period an em­
ployee is totaily disabled~ 

2. Accidental Death and Dismembernient Insur~mce is provided for all 
regular employees at no cost to the,·employee after one month of 
Company service. The amount of insurance·is determined by the 
employee's base rate of pay, with a minimum o{ $3,000 and a maxi• 
mum of· $20,000 for- any one .accident·. Insurance coverage may be 

·extended up to one year during the period an employee is totally 

3. 

di~abled. . 

Insurance for Company Travel is provided at no.cost to the employee 
to cover death while an employee is· traveling on, and as a result of, 

. Company business. The amount of death insurance will be two times 
the employee's base annual salary, subject to a minimum of $25,000 
and a maximum of $150,000. 

4. Hospital-SurgicaL-Medical Insurance is provided for regular employees 
.at no cost to the employee after one month of Company service. The 
insurance covers ·the .employee and his dependents. · Insurance coverage 
may be extended up to one ·year during a period an einployee is totally 
disabled.. · 

5; Major Medical Insurance is provided for all regular employees at no 
cost .to the emplo-yee after' one· month of Company se~vice. Major 
Medical Insurance. is in addition to the basic Hospital-Surgical­
Medical Insurance. Insurance coverage may be extended up to one 
year during a period an employee is totally disabled. 

6. Non-Occupational Disability Insurance is provided to all eml?loyees 
at no cost to the employee immediately upon employment if t_he 
employee was ·a·covered employee working for a covered employer 
within the preceding six months or after 28 calendar days of 

~ 10 -



' . .. · ... 

Contract _No. AT(30~1) .;f.293 wh:h . 
Sylvania llectdc'Products, Inc.-, 
Sylcor DiviSion 
Appendix "A", 

employment. Benefit-s under this plan begin eight (S) days after a.· 
ii6n-occupational. illn,ess or ·injury"; ·Payments under· th~s policy are 
ma_de .in lie_u· of ~p..lary or wages· in :•~ amount equal "to on_e-:-half o"f 
the. .no.rma.l veek_ly··.pay, but not t:o exceed .$65 per week .. Benefits 
under thb policy :.for -any one accident or illness 1!18-Y not be paid 
_for mdre: than 26 we.eks . . 

· 9·· Pens ion Plan., .. 
~':" 
···. 

. . . 
A. non-eontribptory Pension P~an is prov:i.ded.allemployees of the 
Contractor •. the details·. of wh~ch are filed with and app.l:'oved by ·the 
Coimnis s ion.· . 

D ; · Savings. and Security . .f lan 

Regular employees ·with one. year of continuous seryice may participate 
:i..n a voluntary. Savings and Security Plan as filed and approved by· 
the· Co1ilmission. Under the J?l~n participating emplc:>yees contribute 
3% ·of their earnings by payroll deductions and the.Contractor con­
tributes 6'1 of its -net profits before ~ederal tax ba_sed on income 

· for each year but not to exceed an WJlOunt equ:al. to the total amount 
c,ontributed by the member~ and not wit.bdrawn during' the year; 

V. TRAVEL. TRANSPORTATiON. SUBSISTENCE. AND MOVING EXPENSES 

Travel, .Transportation and-Subsistence 

Trave;t ·incurred by employees, consultants and prospect_ive employees 
in connection with ·the performance of c"ontract work may be ··reimbursed 
as follows: 

1.· Th~ actual· cost of transportation by commo_n carrier, or $ .08 
·per mile plus highway, bridge, ferry and tunnel tolls when 
travel by private ·passenger vehicle iS authorized. 

·2. The -reasonabl~ actual cost of lodging in a~cordanc~ with pre:­
va:i..ling locality rates plus an allowance nqt. in excess of $7 ~so 
.per day .for subsistence. 

3. · The ac_tual ·cost of necessary .telephone calls 1 telegrams, and 
inci,dential.transport.B.tion and personal expenses. 

B. Hoving · . .and Relocation ·Expenses 

Key. sciaritific., techn·~cal and· profesJlonal ~iap·toyees movins'. and · 
felo9at;ion expenses·to plants_ operated in connection with th~ per­
fo.rmance· of contract work may be reimbursed as follows: 

- 11 -
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1. "TJ;aAI,pOr.tatio*. expenses for-_: a? ·-eprpl~yee_ and depende~U a,a in 
-~·-;_ "t::·i ·.: apove. . . .. 

.... _·.. .. . . 

The_ -~~l:.son~ble a~~tial .cost. ·of· '.i~d.sins p1ua a·. auJ?sistenoe alloW-_ 
ane~ ·-n.ot· in· ex_cess .of $7-.:50 per "tmployea,. $6.00 ·for .each depende_nt 
o~ei 1~· :r,ears. o'f age .. _ and ·$'4_~~0. :.f~r ~ach de_pendent _12 y·~rl of . .g. 

. and; under. while .enroute _f~om place. o.f permanen~ residence to 
t;i·a.~~-ferted 19catiop •.. ·- · 

3. A.· Hving expen!J.e ali,<rirlance not" 't~ :~Xc.eed $9"~00 ·per day for .. 
thirty '(30) days- to cover. additi:d.ttaJ .liv.ing ·expenses of an. 
emP.ioyea: where·.family ·remains a·t pi·iti~ipa! :place of ·permanent 
resi,"denee. at dm$ of t:ransfer. In, ad4-it-i.on, :the· incurred cos.t 
of two (:i). rol.lnd ·tr.ips. from. place ·of 'wo:rk.· to principal place of 
pennanent:."re_sid~nce during this l>e_riod. : · · · · · 

4. :·Reasoxuible _t .. ravel, expenses incurred by a~ ·employee 1 s wife in 
making visits. not in !!XCe!>s. of two round·· tr~_ps to new location 

· prior to tra~sfer o£ residence with such ··elWeris.es reimbursed 
·.in accordan-ce. ·~ith A. L, 2., and 3. above; or-, if trave.ling 
with hl.lsb~nd, in· ac·cotdance wlth B~ L, and 2 >~hove-. 

5. Reasonable brokerage fee~ not.to exc~ed St of.. sale:priceplus 
legal ~nd other necessa,ry closing fees in connection.with·the 
sate· O:f princip~l place of ·petma:nent residenc·e at the- old 
location;"or, a reasonable cancellation fee not to exceed the" 
equivalent of ~h-tee (3) month_s l rental in co~nectt"on with the. 
br.eaking· of a lease on a rented ho~se or apartment·.· . 

6. __ Legal fees and ·other unavoidable expenses not to e~c"!!ed 3~ 
of the ·p~rchase price :in connection witb·:.J;.be purchase of a 

.. residence at the ne"\11 loca·tion". . 

1. The cost: ·of. real estate taxes_, fire· insurance; and in~eresi on 
the' mortgage on the old house not in excess of the eqU.'i-:irderi.t 

... of On(!. month 1s payment .when· it iS necessary for an employee ~0 
·.f:ake title to· a house in the new location without coinplet'!ns the 
sale and ·trans-fer of title to his· house at the old location. 

9. 

The reasonable cost of_transportation of household goods and 
.effects inpluding packing,· crating,· insurance, u~packi.ng, 
disconnecting" and conneciting equipment and for temporary 
storage of household gc;>oda and effects nQt in ex"Ces·s of 

· thirpy · -(;39).·. days. · 

!n(;idental relocation expenses not· to exceed 50%-of_one (1) 
·month's base salary for an employee who ~ns and. trans·fer_s 
ho~sehold goods to the new location. 

12 
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C~ New Hires - Kei Scientific, Technical and Professional Employees 

Travel and moving expenses incurred by new hires in connection with. 
Contract work may be reimbursed as follows: 

1. Transportation and moving expenses for an employee artd dependen~s 
as in V.A.l., B.2., and B.8. 

. . . 

2. Reasonable cost of room and board for two weeks and re~sonable 
travel expenses incurred by an employee or his wife in making 
visits not to exceed two round . trips between new location and 
former residence if the new· employee·relocates before moving 
his family. 

' VI. . MISCELLANEOUS EXPENSES AND ALLOWANCES· 

1 
I 

A. Pre-Employment Physical Examination 

Reimbursements may be· made for the expense of pre.-employment phys.ical 
examinations performed by a non-company physician when such examinations 
are necessary foJ: the placement of an· indiv.idual on Contract work .. ;. Such 
ri:dmbursements will not exceed $35 for any one individual. 

B. In~Plant Training Courses 

The reasonable costs of in-plant training courses deemed essential and 
of benefit to the performance of Contract work are approved as allow­

. able Contract costs. 

·C. Outside Tra~ning and Meetings 

When it is in' the interest of the Contract for an employee to partici~ 
pate in outside t·raining at the request· of ·the Contractor or attenq 
scientific·, technical, or professional meetings, the cost of ·Such 
training or attendance is an allowable cost under the Contract. 
Participation in outside training or attendance at meetings for a 
period of five (5) working days or more and all foreign travel 

. inc"urred in connection therewith, will. require the prior approval 
of the Commission. 

D ~ Licenses,· Professional Society Membe.rships, and Magazine Subscriptions 

l. When professional licenses are considered essential to the per­
formance of Contract work or where an employee is the official 
representative of the.Contractor or attends meetings of engineering, 

.management or professional societies as part of his work, reim:... 
· burs.ement may be made for the a.ctual costs of such licenses, dues 
or memberships,· and magazine subscriptions. 
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Appendix "A" 

2. Where employee subscriptions to technical magazines, professional licenses, 
or memberships in· sd.entific, englneerin'g or professional societies are 
considered of benefit to the performance of Contrac.t work, reimbursements 
may be made up to-one-half the costs of such subscriptions, licenses ~r 
memberships. · 

E. Publication Awards 

Employees may receive token awards not to exceed $50 for pubiications of 
technical papers in technical jourtials.which are of interest to the Contract 

.. ·and for which no compensation lias been received from the publisher • 

. ·F. Employee Social and Recreational Activities 
. . . 

Costs incurred as Contractor contributions to employee social and rec.reationa~ 
activities may. be made in an amount not exceeding the' equivalent of 9 cents 
per week per employee~ 

) 
G. Supper Money 

Reasonable ·supper money allowances may be paid to e~empt employees when. they 
are not receiving overtime pay and work 2~ hours or more past the end of 
their standard shift. Non-exemP,t ·salaried and hourly employees, who receive 
overtime wages,. will not receive supper money. 

H. Employment Agency Fees 

I When employment agency services are required to secure properly qualified 
_personnel for the performance of Contract work, agency fees for such services 
may be reimbursed. i.n an amou.nt not exceeding }Q'%, Of an ·employee IS base annual 
wage or salary~ · . 

. I. Printed Material 

A pro rata.~hare of the cost of printed material which is distributed to 
employees. for training, information and indoctrination under the Contract 

·is reimbursable. 

J. Clothing Loss 

Damage to or loss of employee clothing and personal property as the result 
of the performance of Contract work and not attributable to the employee's 
carelessness or negligence will be reimbursed. The amount of reimbursement 
will be based on replacement cost minus a fair depreciation estimate. 

K. Personal Protective Equipment 

The Contractor will be reimbursed for thecost of providing employees with 
required personal protective·equipinent or clothing i-n accordance with the 
Contractor's established policies and practices. 

- 14 -
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L. Patent Awards 

The Contractor may be cost-reimbursed in amounts not to exceed $50 per 
employee under the ·contr.actor' s Patent Award Program for patents granted 
and assigned to. the Commission. Where the invention or • discovery is of 
particular importance or value to the Commissiop., additional awards may 
be granted with.prior written Commission approval. 

M. Suggestion Awards 

The Contractor niay be reimbursed on a pro rata share basis for tb,e 
reasonable cost of a Suggestion. Awards Program. Hourly and non.:.exempt 
salaried employees on jobs which require working out improvements, de­
velopments,· or new ideas shall be eligible for awards for only those 
suggestions which apply outs~ide the scope ·cif their own. responsibility' 
duties, or·assignments. Exempt employees shall not be eligiblefol; 
suggestion awards •. The minimum award is $7 .so. ·The maximum award. is 
$25,000 •.. Reimbursement of any award· in excess of $250 :t;.or any one 
employee or $500 for any employee group· shall be ·sub-ject to the approval· 
of the Commission. The Contractor will provide the ctimmission·with such 
data as may from time to time be required for appraisal and substantiation 
of costs' incurred under the program. 

o. Family Day 

I 
The Contractor may be reiinbursed on a. pro rata share basis for the 

. reasonable cost of holding an annual "Faridly Day - Open House" program. 
1teimbursement shall be subject to prior approval of the Conimission. 

VII. EXECUTIVE COMPENSATION 

Executive conipensation includit:tg bonuses and other· remunera.tions will; for 
cost .. reimbursement purposes, not exceed a pro rata share of the equivaient 
o£ $30,000·per annum for any one exec:Utive. The determination of allowable 
related.costs based on compensations paid will also be det;:ermined on the 
basts of the foregoing limitation. In·addition, prior Commission approval 
shall be obtai,ned on the e~tablishment or adjustment of single rates:or rate 
ranges which·excee.d $20,000 per· year and on any individual salary action. 
which ::n.volve·s a total compensation of $20,000 or mbre per year. · 

_. 

~~ \~ 

L) 
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Contract No. AT(30-l)-1~93 ~th 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix. "A" 

Job Classification 

Manufacturing <Manager 

Engineering M:mager "B'' 

Engineering-· SpeGialist 
Plant Man,ager ncr•· -
Section H~d 

SCHEDULE I 

SAlARIED .EMPLOYEES 

Grade 

13 J 

12 .J 

u:J 

· ~n~acturing- Su~rintendent, · 10 J 
Supervisor -of Product Engineering _ _ 
Advanced New Product Developnent Ehgineer-Syicor -.' . . . . .. . 

Ad~ced, Research ( o~ Deveiopn.erit) Engineer - -__ . 9 J · 
Engineer-in...,.Charge 
Supervi-sor of Quality Controi· ''Au 

EqUi].)meitt DeGign Specialist - 8 J . 
General Foreman. - -- -
Project. ·Engineer 

· Research (or -Developnent) Ehiiueer 
Supervisor of- Cost Control- ~'A" 

Safety Eng:i,neer, Sylcor 7- J 
_ Research Metallographer 
_ Senior Engineer "A" _ 
· SU.pervisor ,_ Production Controi · 
-·supervisor, ·Quality Cpntrol-"B" 
-_Supervisor of Personnel . "B" -

16 ...,. 

Monthly 
Salary Range 

$1123 - $186 5 

996 - 1670. 

830- 1375 

. 740- _1230 

. . 671.- lll5 

-~ . 

612 ..;.- 1015. 

\' 

.ReVise~ August :13, 1962 

. . 

_ _ 1 s:Roo Response to 
j FOIA (SR) - 04-028 



( ', 
. ·' t 

t•r 

·,.'i r ,· 

. ; 

i. 

Contract No. AT(30-l)-l293 With 
Sylvania Electric Products, Inc. 
Sylcor Division 
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. SCHEDULE I 

SAlARIED EMPLOYEES 

Job Classifieatioit. 

Contract Administrator 
.Equipment Designer, Sr. 
Purctasing Agent "A" . 
Senior En~eer 1 '&! . 
Supervtsor of Security and 
· Administrative Service · 

Supervisor of Ma-intenance "B" 
· · Toolroonr Foreman · 

Foreman Class I 
.'Tool CO'ord:liia tor 

BUyer ... 
Cost Analyst & Stati~tician 

Exempt· 

-.·' 

Supervisor of An Accounting Dep3.rtment Section 

Engineer· __ 
Foreman~ Nuclear Products 
Indu5trial·Engiileer 
Accotintant, Senior 
Techriical Forem.cin ll 
Personnel. Assistant: 
Systens az?_d. Procedures Ana:lyst, Jr. 

:Equipment· Designer· 

Cost Accountant·_. 

General Wage Increase ..:.. Effective 
August 13, l962, raised maximum of 
monthly salary ranges . 

'\ .. 

Grade 

6 J 

5K 

4 K. 

3K 

Monthly 
Salary Range 

.$ 567- $940 

i 
f.i 

544 - .870 

49T ~ 795 

452 - 725 -

Revised.February 11, 1963 
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Sylvania Electric Products, Inc., 
Sylcor Division 
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SCHEDULE I 

SALARIED EMPLOYEES 

Job Classification 

Master Craftsman 

Technical Associate 

Design-Draftsman 

Materi~l Requireme.nts Clerk· 
Productio·n: _Supervisor I 
Maintenatice Supervisor I 

·Technician, Senior . 
Produ.~,tion Scheduling Clerk 

Draftsman 
Accountant, Junior 
Produc.tion Supervisor II 
S~fety.Iti.spector 
·supervisor of Plant Protection 

Employment Inter\dewer & Counselor 
Beyer, · junior · 
Nurse, Senior : · · 
Techriician · 
Stock Clerk 
Product.i()n Control Clerk 

l'ayroil Accountant · 
·Purchasing Cierk 
Secretary, Senior 

Non-Exempt 

- 18-

Weekly 
Grade Salar,E Range 
.. 

65 ·$ 132 ...:·$ 198 

64 123·- 185 

63 ;5 - . 172 

62. 106 - 162 

60 95 - 144 

59 89 - 135 

58 84 - . 127 

Revised September 3, 1962 
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Sylvania Electric Products, Inc., 
Sylcor Diyision · 
Appendix nAn • 

SCHEDULE I 

SALARIED EMPLOYEES 

Non-Exempt 

Job Classification Grade 
_Weekly 

Salary Range 

Draftsman, Junior 
Nurse 
Production Section Leader 

. Production Control Clerk~ _Junior 
Technician·, Junior 

_Secretary 
Accounting Clerk, Sen:ior 
~tack Clerk, Junior 
Statistical" Clerk, Senior 

Clerk, _Senior 

- Accounting Clerk; Junior 
Statistical {Technical') Clerk 
Telephone Operator II 

Clerk-Typist 

General Wage increase - Effective September 3, 1962 
and Change from Monthly ·to Weekly~ Salary Ranges -

- 19 -

57 

56 

55 

54 

52 

$ 80 - $ 120 

75 - 111 

l­
_~!J: ·-

72 -- 103 

69 - 96 

69 - 84 

· Revised September 3, 1962 -_ 
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SCHEDULE II 

Contract No. AT(J0-1)-129.3 \lith 
Sylvania Electric Products, Inc. 
Sylcor Division · 
Appendix 11A11 · 

HOURLY EMPLOYEES 

Job Classification 

Tool, Die & Model Maker "A" 

·Machinist "A" 
Electrician Specialist . 

· Inspector· "A" 
Sheet Metal Specialist/ 

Mechanic "A'! 
Welder· "A 11 

Sheet .Metal Worker 11A" 
ElectriCian "A" 
Welder I 
Ma.chini ·st I 

Machinist "B" 
Carpenter 

-Inspector "B" 

·Mechanic "B 11 
. 

Process & Equipment Checker 
Assembly·& Furnace B:razing 
Rolling MiJl·Operator 

··Melter 
Guard Se.rgeant . 

·Non-Exempt 

c .. 

· Fluoroscope Operator & X~Ray IQ.spec.tor 

·,;_ 20 -

Grade 

LG 12 

LG 11 

LG 10· 

LG 9 

LG 8 

Hourly 
Salary Range 

$2.97 - $3 ·.56 

2.81 - 3.39 .· 

. 2.50 3~00 

Revised September 3, 1962 
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SCHEDULE II 

Contract No. AT(JO-l)-1293 with 
Sylvania _Electric Products, Inc., 
Syicor Division 
Appendix "Au 

HOURLY EMPLOYEES 

Job·· Classification 

. Armed Guard 
Armed Courier · 
Storekeeper 
Machinist ncr• 
Inspector "C" 
Chell)ical Room Operator 
Macl:iining Opera tor-CPP · . 

· Spdi~ Loading Dry Box Operator 
Briquetting Ol:"erator . 
Heat 'l'reatment Operator 

. Hot. Press¥tg Operator-VB 
Welding ol)erator· . 

· HachiJ;lin:g . OJ>era tor..:. VB 
Fluoroscope Operator 

.. Hot Press Operator · 
Firiishing Operator 
Maintain Chenri_cal Solutions / 

MB:teria.ls Stock Clerk 
M13chanic ucn 
Maintaiil Chemical Solutions 
Canning-l{ot Press ,·Opera tor 
Canning-Assembler · . 
Die. Procesf!itig Qperato.r 
M<lchining Opera tor-AEC · 
Plating .M3.ch;ine Opera:tor 
Fabrication Opera to.r 
Rack Maintenance Man . 

Groundskee~r 
Trainee, Production 

Maintenance Apprentice 

·Cafeteria-Dishwasher, Por.ter. 
Janitor-Por~er · 

General Wage Increase - Effective 
. Septembe~ 3, ·1962 

Non-Exempt 

- 21-

Grade 

LG7 

LG6 

LG 5. 

LG4 

LG3 

. '! 

_Hourly 
Salary Range 

$2.21 ~ $2.66 

I . 
:' 

2.50-

1.97 - . 2.35 -

.. 

1.86 -. 2.~21· . - .-_-

. 1.76 - 2.08 

Revised February il; 196.3 ..... . 



:. 
"\r 

t • f ~·. ·_ ''!£:.: .. 
. 1: _-;:. :• . .. ~ -~':'... ""'1.~~-

{ ·}. 

Responsive Record 3 

.. /" 
/ __ ,.. 

---

Determination (Circle Number) 

1. Classification Unchanged 

Name: _!..l>.PL--=-V"'-'-rf'-'---lr-- 2. Classification Changed To: 

"B" TO MODIFICATION NO. 29 
NO. AT(30-l)-1293 

DATED: .. OCTOBElt't.,. 1961· 

A 

.Jt~tptdit.ation 29 of Contract 
Name: s the scope of work to be performed 

l, 1961, throu,gh March-31, 1962. 

·. \ 1~- Mark VII-A - Mark V-B {Inner~Fuel) 

~. lhe Contractor. shall manufact-ure and furri1.sh to the Cpmmission 
Mark VII-A and Mark V-:B slugs at monthly. tonnage rates a:s follows: 

PERIOD 

October· 
November 

·December 
January 

_February 
March 

b. ~rk v--B (Inner Ribless) 

MARK VII..,A 

80 
'80 
80 
AO 
40· 
40 

-~ 
(Int~ral Rib) 

8 
8 
8 

17 
17 
17' 

The Contractor shall manufacture and furnish to the Commission a 
total of 680 irradiated· q~ality 'Maik V-B inner ri.'bless pieces in 
accordance with the follqwing: 

October, 1961 
November, l96i 
Dece~ber, 1961-

2. Mark V-B (Oute:t-Fuel) 
~ . -

220 pieces 
220 pieces 
·240 pieces 

·The Contractor shall maintain its Mark V-B outer-fuel element facilities 
in: .ready standb-y which shall inciude such minimum token operation as· re- . 
quir'd to maintain ·capability~- It is Utlderstood that odnimuni_.tokel\. 
operation will not exd~ed an average production·.of approximately 100 · 
piec~s per month. · 

3. Thorium 

The Contractor shall ~onduct a thorium program, using its best-efforts, 
toward the manufacture and canning o£ 1320 throium slugs. (560-

. test· pieces and 760 reactor .acceptable) approximatelY, 6 .. 5 . . 
- - . -_- . - . I ,,,, -·. 

{IJ /1 1 ').- . ' ·.rx 
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·./ APPENDIX 11 B11. TO MODIFICATION NO. 29 
CONTRACT N~ AT(30-l) -1293. 
DATED: OCTOBEft 1, 1961 . 

and of the. Mark VII-A cross section. The program shall include the 
preparation of specifications and operating proced~res for.canning 
thorium elements and the preparation of the core materials .including 
all necessary r.esearch, development·, machining,. canning, and data 
accumulation. 

4. Program Development 

The Contractor shall conduct the following process improvement and de­
velopment. programs; 

a. Mark V.~B Element Development. 
I 

The Contractor. shall conduct a Mark V-B ft,tel element development. 
,program for the purposes of'achieving costs savings in the uiB.nu­
facture of Mark v-·B elements." The program shall include necessary 
tooling and equipment to produce Mark v~B elements using ni:w. . 
techniques, variations. of fin and· flnless pieces and neces .~a.ry de- . 
ye:lopment to. assure that new elements meet required .. spec! cations. 

Nondestructive· Testing· 

In·connectio~ with the above :programs, the.Contractor shail c6nduct 
a development and testing ··progr~ on nop.destructive testing:·. equip~ 
ment. The program shall include development, of a ·process a:nd equip­
m.en·t capable of properly determining and classifying grain size,. 
developments to determine sub-surface:nickel eutetic by· either eddy 
current or ultrasonics' and the development of t'echniques necessary 
to prove o:ut nondestructive testing equipment . 

. 5. Du. Pont Tooling 

The Contractor shall perform ·work in connection. with the Du Pont 'fooling 
Program as· authorized by ·the Cotl.tracting Officer in.accordance with the 
Commission us letter to the Contractor of Apdl.4, 1961, attached hereto 
as Exhibit L · 

.. 
B 

Oil or before March 31, 1962 ,, the Commission shall notify the Contractor in· 
writing of .the scope of work to be perforn1ed by_ the Contractor during .the 
·per:!:od April 1, 1962., through September 30, 1962. The amount of fixed fee 
for s'uch 'scope of work shall be mutually agreed upon, and failure to agree 
thereoJ:' shall be deemed to be a dispute as· t~ a . question of fact and shall 
be determined in accordance with the General Provi'sion of· this Agre~ent 
entitled DiSPUTES. . . 

\ 

2 - •. . , 
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Mr. D. B. Metz _ 
Manufacturing Manager 
Sylcor Division · 

-EXHIBIT I 
APPENDIX "Bu 

CONTRACT AT(30-l)-1293 

· Sylvania Electric Products Inc. 
Post~ffic~ ~~x 35 
Hicksviile,_ Long Island, New York· 

Dear .Mr. Metzr 

Apdl 4, 1961 

-For· several years Sylcor has been fahricatitig tooling.items needed l>y DuPont­
in est-ablishing _canning lines at the Savan.rulh: River Plant. In the_ past,. these 
tooling orders hav~ been t~eated- a_s- scope -changes to Cot~.tract :AT.(30-l) -1293. 

. . 

The Sllf progr,ain has now -reached -the~ ~oint_ whe~·e. the orde~s for -t~~~ling co·n:­
sist m,ainly of smal,l i~ems and of relatively small dollar value. f:i-.In order 
to minimiz:e· the ·adniinistrative burde_ns :associated: with precessing; these -

_-orders' discussions have been held- b_etweeri menibers of our· resp:ec~tive. staffs 
and it: has :been agreed- that wtth -resl>ect to all -tooling ordeis placed by 
i:be Savannah River- Operations .Office in the future, Sylcor will fabrica_te 
th~ items required-upon receipt o£ authorization_froui SROO, under_and in 

_accordance with _th¢ terms and provi.siotl,s- of Contract AT(30-l) -1293·. Such 
orders wil.l be performed within the limits of existing financi-al plans find 
on a no-additionat"-fee .basis. It is und~rstood~ however, that it is not 
the- intention of ·the Commisdon or sylcor to· include hereunder tooling _ 
orders. which would ~equire an increase in Sylcor 1 s work fo_r.ces or adversely 
affectthe other work programs approved under ·the contract. · -

_ If this letter ciorrectiy ~tates your_ understanding of the matter, please 
·signify your acceptance by· signing fn. the- space proVided and retut:ri two 
signed copies to this office •. -· · 

ACCEPTED 

SYLCOR·DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC. 

By: /s/ D. B. Met-z_ 

· Title: . Manufacturing ~nager 

Date: _-:-"'A .... p=r=i=-1 ,...:2:;.:::l::.z·•-',;;;.l9~6~1;.,.-__.;,. __ 

Sincerely yours, -

Is/ R. C. · Blair 

R. · C; ·Bl_air 
MaruJ,ger 

SROO -Response to 
FOIA (SR) - 04-028 

•J 
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APPENDIX 11C11 

WORK UNDER PARAGRAPH 2 OF ARTICLE I 

AGREEMENT ADDING CERTAIN WORK TO CONTRACT NO. AT(30-1) -1293 
BETWEEN·TUE UNITED sTATES OF AMERICA . 

AS REPRESENTED BY THE UNITED STATES ATOMIC ENERGY COMMISSiON 
loR NAME OF SPONSOR, IF APPLICABLE! 

AND SYLVANIA ELECTRIC PRODUCTS INC. 

1. - This Agreement be.tween Sylvan~a Electric Products Inc. (the· ''Contractor''), 
and the United States Atomic Energy Co~ssion represented, by .. 
. · · · ·· _ (the."CommissiOl:l''), (Q:rnal;lieof·Sponsor, 
~f appliri~l>~ , adds the fol~owing work. under pa:ragraph i of Article I of 
the above-identified contract: . · · 

. DESCRIPTION OF WORK 

2. The fixed .fee. for the work 'add~·d here)>y is $ ____ .; payable as . foliows: .·. 

3. . $ .· . . . hB:-8. been obligated . En9cated, -in . case of Sponso:E}Jt'' for tne work 
a.dded hereby. Payment of all costs and the 'fixed fee shall be':made ·by. ·. 
. . . . . . . . . . . . . . . . . ·. ~ , . 

4'. Except as foilows, all of the'provisiontf of said .Contract are appli~able 
with respec!= to. the work added hereby prcivided that any exceptions set 
forth b~low shall be binding upon the Conmission as·'well as the Contractor 
and th_e Sponsor as if .the exceptions were specifically incorporated in · 
Ccintract· No. AT(30-l) :..1293. . . . . 

5. This Agreement is effective as of ~-:..-----~---.,----

., 

. . . . 
. . . . . . 

· [n ca~e .of Sponsor ~reement., 
use following Approva2:J 

APPROVED: 

Name· 

Title 
,. 

UNITED .s:TATES ATOMic ENERGY coMMISSION · 
(9r na.tne of .Sponsor, if applicabl~ 

TITLE._···--------~--~-----------~--~ 

SYLVANIA ELECTRIC PRODUC:fS INC. 

BY·--------------~~--------------------------

.TITLE. _____________________ ~----~--~-----

. .. -- - . · . j SROO Response t<,> 
1 FOIA (SR) - 04-028 
i 
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GENERAL PROVISIONS ·FOR CONTRACT AT(JQ .. L)-~~1293 
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1 ~ .. DEFiNITIC>NS 

U. · S •. AToMIC ENERGY COMMISSION 
SAVANNAH .RIVER OPERATIO_NS .OFFICE· 

APPENDIX 11E u .. 

GENERAL PROVISIONS F'O.R CON'J.'RACT. AT{JO:~l) -~·1293 .·. 
. . BETWEEN .. 

SYLVANIA . ELECTRIC. PRObUCTsii INC. , 
AND THE U .• · S • ATOMtC ENERGY. c:oMMISS;I:ON 

As us.ed in this Contract: ... 
(a}· 'l'he term 11Co~iss;Lon11 mearui the .Uni:t'ed States Atomic E~ergy 

Commission or any duly authorized representative there-o~,·-. inciuding the \ 
Contractbi~ Officer except for, the purpose ot deciding· .. a~ appeal" under 
the. (Je~-ral Provision entit_led. "Disputes. 11 

· . . · · . 

. . 

. (b) . "nte · term "Contracting Offic~r" means· the person executing this . 
fi:ontr~ct ·on be4a"tf of the ·Govertunent 5 -and inciudea 9 . exc.ept li,S ·otif.erwi_se 

/provided in this . Contract, . th,e -authorized representative of. a· Coftractirig 
Officer actitig within the lim,its of hiS authority. . . 

1 . ~· 

2 • ACCOUNTS ' .. RECORDS.. AND INSPECTIO~ 

(a).· Accounts. The Cc:mt:ra~tor shall maint~in a· separate ~nd 
distinct set. of acc:iounts 5 reco·rds, documerib~ •. andother evidence .· 
showillg ao:d supporting alf allowable costs iiicuitirede t'e:venu~ll or other. 
applicable credi~s, fixed fee ac.cruals,· .and. the rsceiptJ use,'- and 

·. disposition of all Gov~bmien~ prop:ert;y coming. into the poese.es:i.on of 
the .Contractor under th:J_s··contract. ,·The. syst~ Qf accounts .~pl~yed 
by the Contract.Or t~h·au. be satis'factory to the Comdssion and in 
accqrdance·wtth generally accepted accounting prtncipieS.COll:Sbtently 
applied. 

(h) Inspection atl.d.Audit p£ Accounts and· Rec.olide. All books of 
, account·, and records- relattns· .t:_o· ·this. Contract shall be subject to 
"inspection and ·audit by. th~ cominissiori. .at all reas.c)nabl~. times: .• · befor~: 

· ·and durijtz the ·perie>d of retent;iori. provided for b1 (d) below,. and the 
Contractor shall afford the: Commission· propex: facilities for- such 
inspection and audi~. 

(c) Audit of Subcontractors'. Rec.ords. The Col!lltractol' · ~ls() a,srees, 
·with .respect -to--·any .su~ontracts (including lutnp-s~ or uni~ .. price .· 
subcontract"s or .pur«;:has~· orders) where, under ~he" terins of the csub- . 

. contract, costs incUrred. are ~ factor in determining the amount. pay"' 
able: to the ~ubcontractor of any tier, to conduct an auditof·the 
costs Clf the subcon1:ractor in a manner satisfactory to.the Conunission . 

. or to have the· audit: ~onduc_ted . by the· next higher. tier. subContractoJ:'. 
in a manner sati_sf"aetori "to c1:he Contractor and ·the Commission,. except . 
when tiu~- C~i~_sion· elects to waive such ~udit or apprpves other 
arrangements for. the conduct of the audit • 

. - 1 ~. 



. ' 
' . 

• 

\. 

Sylvania ·Elec·tric Products ¥5 Inc. 
Contract ·No. AT(30-l).ol293 · 
Appendix. ''E'' 

. (d). Disposition of Records. . Except aa agre~c,l upon by the Government 
. · ·.and the .contta?tor, all .f~riancial and c(lst. rep~rts, books of account arid 

.·. · ·supporting·documents, and other data evidendng·costs allowable and 
. .: _ revenues and othe·r applicable c:re<J.its under thi-s Contract, sha.ll be .the · 
p~y of~ the Gove.rnment, ~nd -shall be- delivered to the Government or 
·<>'therw~sp.osed of by the Contractor either as the Contracting Officer 
.may from. time to: time c,lirect during the progres~ of the work.or in any 
event as the Contraqt'ing Officer· shall direct up~n co~pletion or · . 

. termination of thiS Contract and final audit .a·f all accounts hetetind·er. 
A.u other record·s i~i ·the.··t>·asses-sion ... o£ the .contr~ci:or ~elating to this . 
Contra~t· shall be p.reserved·· by .the.Gontractor for a period of .si~ (6) · 

·.years afte·r. settlement of the Contra«t" or otherwise disposed· of in ~ 
·such nianne~ as may be ~greed upon by the. Government and. the Contractor. 

·(e) · Repor·ts. The ·contractor shall t"urnish such progr~ss reports 
and ~chedule.s, financial and cost reports, and ot·her re.ports concerning 
the wo~~ .onder. this Contract as· the Contracdrig·officer: may fro,;6time 
to . time require. . · ,ft · 

. . 

{f) , Inspections. The Conunissicin ·shall, have· the. rJ.ght. to inspect · 
the work and activities of. the Contractor under t:h~s Contract at. fh.ich . 
ti~s ·a~d in such manner as it ·shall d·eem appropx;iate . 

. (g) Subcontracts. The.Contractor further agrees- to.require the 
it\cl,usion qf provisions simi.lar to those in P~u:agraphs ·(a) through 

. thiS Par.agraph (g) of this· clause in ail subcontracts (.including 
lump..;suni~ or tinit-price suQcontracts or pur·ch~se: orders). of any .tier 

.entered. into hereunder where, under the terms>ot ·the subcontract, 
· costs. incurred are a factor in determining the amount payable to the 
subcontractor. 

3. .AssiGNMENT 

· · .· Nei:ther ·this. Contract· nor a,ny iD:i:erest. ther~:ln n~r c lB.im thereunder 
shal'l be assigned . or transferred by the Contractor exc¢pt 'as expressly· 
authorized in .. writing· by the ··co.ntracting Officer~ 

. . (a) ·. In acquiring 
Code loa~d) prpvides 
source erid pro4ucts. 

. .· 

end pr~ducts ~ · the Buy Amertcan:.Act (41 u. · s . 
that the Government give ·prefere~ce to domestic 

For the purpose of· thi-s· clause: · 

· (i) "Components" means ·those articles, materials •. and .supplies, 
.~bich.are directly incorporated i~ the end-prod.u:~-ts; · 

(ii) "End .prodhcts'' mea~s those articles, ma:te.ril:tls~ ;~nci ·aupplies~~.· 
·which. are ·to be acquired. under this Contract· .·fat :puhiic·· use; ·and 

. - 2 
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(iii) A. "-domestic s9Urce end prod~ct" me&nS (l'.) :an Wlli!Wl!Ufactur~d 
. -~; ~nd prodUCJt .Wb.ich ha~: b_efUt __ ud~d Ol£'- pt'001,!C~4 iiJ>t\i~- U~~~-6,d 

<~St~tes and (~). an end .·pto(lucj·t: manuf~ct;_ll\red .1~ the U~~d S:ta~ss :':if ~the cost: O:f the· cmnp~lieats there~£ whf,ch' ar:e. "minsdi~·- p%oduc~.~- . 
!Q·r manufac_"tured in the Ull,ited Statee_· ucs&d• .".JO .. per csnt ~f th·o. 
·eosts··of 8.11--i:ts_. componell.~s.· . lor t~e puri»o~ielr-ef thh Pax-acraph 
4 • (a) (iii) (h).,-,. Components·. Of fc;ll'eip od&im ·o(. the Gam& . tyPe ·Dr 

·kind- ·as the products· referr•4 to iu: 'Paraarapk ~;j§.ii) or (iii) ~f 
this clause shallbe tr~&.t~d' ae c~onemt~ !due$\. produced, 0~ ·. 

·manufactured bi ·the· tin:ited :States. · · · · · 

. (b) . The Con~ractor acr~~~ ·t;h&ti-~t~~n_ .. ~rill btl· ut~e~i' llnder thili . 
Contract. (by· c.~~ .. va~t:r~~to_E:·,-: _subq.,op.~,i.~ti~.-. materiah:M'im; · and. euppliera)­
only· domeat_ic :8#;~~-:-~~d.<"'~~a~c.ts-, ~-e¥,ce_p~::end proiuctit . 

·. (1) 

(ii). 

. . .:; . - .;· . . :- ~ 

.Which. are f,o_r_ use·_: ~u:~.e:l;,de_ 'ti_he_ .. _lJ_ ~'--.-.... ·."· ... 'states; . 

·Which th~ G:<J~~~O:~ . d.ei.et:m±Ji~a ··~·-·· .!Ao~ mneci, P:Jrodu~·~-~ 6' 
ma~ufac;~tut"ad. ·bi the. united.:St"aties· ttr ._sufficient. anid r~amonably 
available c~erc,ial quantitties '•t\d af a ·es:tdefactoey qt~~ality; 

(ii:t) .. As to· whic"h the Commission detendnei the dOI!Metic pt>~·fet'eti(!le· 
to be. inconBl~tent· with th~ pubit~:-tnte~eet; or · 

(iv) ·As to. which.t,he Coinmission. d~ten:d'il.ei the co~t totheJ Govenment 
to--:be Unt'ea~onabl~-. · . · · 

CHANGES-

(._) .chanae•· ~n~ ,Adjustment of · Ftie •. _The· Contrac&iu• Off bier may. 
-·~·any -t~ ·.find wi:thout noti;ce. to the sureties, tf amy, issu~: written 
.-C1i:r¢ctio~ t"equiriq additrl:onal- :work. Wit)\iD · Ulle aeural .ecope ~f: this 
(lontraet ~r _directin& the cmttllston of. ·_or va#atidn {m work. cove~ed: by 
tbi:•fContt'act. If any such 4ireetion. :result• iti .a a_terial chan&e in 
:the ~ujlt ·or charactei- of' tbe work "desdrilaed- in the ATtisle entitled 
~•scope' 0~ -V~_rk, II an· -~quitab~e adj~Cme~t 'f ~h~ fixed -fee shall bi!i . : 
ad(! -f,n accordance with the~·.~creement" of· the p&rt:i.es "and the -contr~ct . 
shall"~be mo"dffied in wdti~& accordinaly. hy eb.~a lDy the Contractor 
for_· ·i.n·· ad jus ~nt under this.· Genet:ai. P.~oviliqn 111l181!.. be aeaerted in 
writi1,il& within thirty (38) days from 'the. date of receipt -by.· th• ·con .. 

. t_tac~or ~f. . the- notifica1:1o'n of .chari,ce unless. the- Contract in& Offi~er . 

. &raiU;ts . a· further specific period f>f time for. aeaertiinl · the c_laim~ . A 
f4~lure 17o aaree on ail equitable ·adjus~D,t :under thh· General Pro.:.· 
vi~~on shall be ·de:eme.d to be a ·di.apute ·within· thia .~an:in& ·of- the · 
~ii.eral- Provlilion ·entitled "Di•put_es~.'" .· · · · 

·-" <:. 
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(b)· W,:!rk to Continue.· Nothing contained in this clause shall excuse 
t}le c;6ntractor from proceediria- ·.with the. pros·ec~~tr the work in ·. 

.. ac9~r<I:a~c·e with the· requi,renjents of any direction hereunder. 

6~. CLASSIFICATION 

7. 

. .. . -. ·'· . 
. . In the performance of th~ w~rk under this Contract, the Cbntractor ·ahaii. 
ae~ign classifications to al-i ·documents, material, and equipment·~c;ir"i:c·fnat_ed 
or ge~;terat~d by the Contractor in accordance with ola8Si~icat·ion .&Ufdance 
f·urp.ished to the Contractor ·by the Commission. Everj subo.ontract. ~nd. · 
purcha$e order issued here~D4er involving the .or~tination· or geiierat.ion 
. of c la;sJ'ified doc~nts ,. mate.rfal or equipm,ent J $hall "include. a .pr.o~ 
vhi_on· tio the effect that in the performance of such •1:1bcontract. or 
p~rcha(uLorder the subcontractor o·r supplier shall assicn clas~Ji"£1;,. 
a·ati~ns tQ_ all such d,ocuments 1 material~nd equipment in accordance with 
classi,i(lation guidance. fur-nished to. such subcontractor or "supplied by 
the contractor. . 

. . . 

CON'l'RA.CToR' S ORGANIZATION .,i. 
. ' 
! .. 

· (:a) Otganizatio~ Chart. ·As promptly· as possible after the executi~· 
of_~his Contract~ the 'Contractor shall furnish t-Q the Contracting Officer 
a 'chart. showing ·the names, . duties:, and organiz.ati;on of key persoimel to· . 
be eJnployed in connection with tbe work, and: shall furl).i,sh from time to 

. dlite ~upp lementary·· information reflecting changes. therein. 

. (b) Supervisi11.g representative of cantractor. · A competent full .. 
time resident supervis-ing r~presentative ·of the Contractor satisfactory. 

·.to· the Contracting Office.r shall be i,n -charge of t¥ work at all times. 

(c) ·Control of e!DJ?loyees. The. Contractor shall be respo.nsible for 
· .maintai~ing sat.isfactory sc:andards of employee competency, conduct and 
. iritegrity ·and shall be resporudble for· tak,fng such diSciplinary action 
"with respect to his·employe~s as .;..ay be ll.ecessacy •. In the event the 
Qont~actor. faits to r~~ve any employee ·frmn the Con,tract work whom 
th~ Cou:anission ,deems incompetent, careless or_ ill-subordinate, or whose 
:continued. employment on the worlt is deemed by the :comm.iss.ion to be 
con:trary to the.public;: iriter~st; the Government reserves the right 
to require the Contra~tor t.o .remove the employee~ . . 

8. COVENANT AGAINST-CONTINGENT FEES 

(a)_ Warrantyr:'"' Terminatio-n 0r,leducti.On for Bre.ach. · The Contractor 
. warrants· that ·no person· or sellin!{ itgency has ·been employed or retained 
.to a·olicit or. secure thi,s Contract upc>n .an agreement or understanding 
for a cotiunission, percentage,. brokerage~· or conti-ngent fee, excepting 
bona .fid·e eJ!lPloyee.i or .bona fide e.stabl:i.shed cQliaDereial or seliing 
asencies maint:ained by the Contractor for the purpose of securing 
business. For breach or violation of tbi.s warranty the ~overnmen,t 
shall have the risht to· aniuil this Contract without. ii_abtlity or in 
its discretion to deduct from the Contract. price or. c-onsideration, 

.' ~ 4 .. ..... . 
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· ·or otherwis,e recover the. full ainou.nt of ·su"ch CotllllisSiOn, perc~~tage, 
brokeraze, or contingent fee.; 

{b) Subcontracts and -Purchase Orders •. ·Unless· otherwise authorized 
by the Contracting Officer· in writi.ng .the. Contrac-tor shall cause· pro~· 
visions' simtlar to the foregoing to' be inserted in all subco.ntracta· ~d. 
purdiase ~orders entered into under th.is ~cin.ltiract-.· .. 

9 •. DISPUTES 

.. (a) Exc.ept as othe~ise provided in ~hi~. :qo~t-~i~~·t··· any disp~te. 
· co.ncerning a ·question of fact arlsing under· this ao~trac~ which· is 
not dlsposed· of'·by agreement .shali be decided 1JY-.t~~ .. Gont:ractilig 

. Officer, ·who s.hall reduce his· decision to writin& and ·mail _or other.;. 
W'ise furnish a ·cgpy th.ereof to the Contractor.~ .·The :decision of the 
Contracting. Officer shall be final and ,conclusive un,less within .thirty .. 
{30) 4ays from: the date of receipt .of such copy, the Gontractc:tr 1114ils 

~~d;:::~i~~ ~!:n~:!::s:io~~e ~:t~:~i!i!~0!!1t:: ··~~!!i!~~~e:J~· 
duly aU:thor:i.zed.'·.representative f~r th~ de~e'Onina:tfon ·of such)iih>eals .·· 

.-<shall be tinal ·and conclusive unless determined by a co~rt of Coinpetentr. f 

. jurisdiction to have been fraudulent, or eaprl:cious, or arbitr~cy,. ,or_ 
so grossly erroneous as necessarily to 'imply bad .,faith., or ri.ot supported ., 

· by substantial evidence~. In connection with any appeal proceeding unde.r 
tnis clause,. tl}e contractor shall b'e afforded an <ipportll,nity to be. he'ard 
auc;J.·.,t~ offer evidence· in support of its appe•l. Pending final_decis'iotL. 

· of a dispute hereunder, the contractor shall proceed diligently with 
tlte.perforinance of the.contract and in accordance with .the Contracting 
Officer's' decisiono . · 

(b). This "Disputes" ch.use does· not preclude consideration oflaw 
·· q\lestions in connect-ion with de~isions prQvided for in. paragraph (a) 
-above: Provided, That .nothing .in this contract shall be construed as· 
~king f~nal th~ decision o:f .any adniinistrative official:, represent­
ative, or· board on.a question of law. 

10. EXAMINATION OF RECORDS 

(a) The \10ntractor agrees that the Comptroller General of the 
United States .. or any of his duly authorized representatives shall . : 
have access to and·the'right to. eX.Smine any directly pertitient·books, 

. documents, · pap_ers •. ~nd records of the Contractor involving ·transactions 
'related to t.his Contract until the expir~tion of three (3) years after 
final payment undei; this ~on~ract unless· the C01lllllission authorizes 
.their prior disposition. · 

{b) The contractor fUrther agrees to include i'n all his sub~ 
eontracts·hereunder a prqvision to the effect that the.subcontractor 
agre~s • that.· the Comptroller Genet;al of the United States or ~riy. of 

- 5 



';.., ··-

. :..-; 

... · 

.:"""--;-·.·<' .• . :. ; ...... ._.::. ·!;· :; 
-Sylva~a .E.l:e~~r-ic_. P~odtictEf.~ in¢!'~::.~.-· 
Contract No. ·AT(30;..1)-1293''. · .. :· :. 
Appendix "E". · · · · 

.. · :·-

P.J-~ du~y- authori-z~d- t"ep~esentatives shall; un_til the expiration, of three 
(3l y~ars 'after finaL payment under the subcontract, have _access to and 

· th• ri&ht ·to exainine ,any directly pertinent books, documents·, papers:, 
and -.records: of such subcontractor, involving transactions related ·to 
tihe-:'s~licontract~ u,nl.ess the C01DDlission authorizes their prior dis_positiono 
Th~- :~e-~ "subcontract" ae used in thiS clause excl.udGI- (f.) purchase 
orders··not exceeding $_2p5_00, and (i:i.) .subcontraQtS or:purchase orders 

. for, p~blic utility serv_ice~. at rates establiShed for uniform applica:.. 
bt_'~~ty _to the gener-al p_ublic .. . . :··. . . . 

_(c)· Not;hing in thi~· ·(:.Ontract shall be deemed to preclude an audit 
by the General· A(:cou~ting O~fice of any :transaction under this contract •. 

. _ll. LABOR 

(a) Eight.•H()ur Law of 1912. ;.. .oVertime CamPensation. , This Contract,. 
to t~~ ·extent_ that_ it is of a ·character. spec{l:ied in t __ he: Eigh~Hour _ 

· Law of 1912,- as. amended (40 U • .S •. Code 324-326) and is not cofered· by 
the Walsh .. llealey Ptiblic C~>nt;racts Act (41 U ~ S. Code. 35-45) ~· is subject­
to the followi:i:tg p,rovi~ion;s and eXceptions of s~id Eight':'Hour Law of . 

. 1:91~ •. as amended, -~d ·to all ot:her provisions. and: exceptions .of said 
Law: 

No laborer or me·~nanic d~i.ng ~:ny part of the work contemplat~d.·by this 
contract, in the employ of the contractor or ~ny subcontractor con..; . 
tracting for any part· of ~aid work contemplated, shall_ be reqUired or 
permitted to· work more than eight hours in any one calendar day upon .· 
SUCD WOt'}c, except tipon the conditi9Ii that ComPeil,sat.ion iS· paid tO . SUCh 
laborer or mechanic in accordance with the provisions of this ciauseo· 
The wages of every iaborer and mechanic employe!i.by the Contractor· 
or any subContractor engaged·· in the ·perfQntance -of this Contract; shalL 
b.e couiputed" on a .basic day -rate of. eight hours. per day; ·an.d work in· . 

. excess of eight •hc;>urs·. per day is• permitted only upon t;he condition 
· thS.t _every such ·],aborer and. mechanic shall be eoD.pen.sated for: all hours 

. worked in excess. of· eight hours_ per. day ·a.t .no~ less than one. and one­
half times tihe_ bas :i.e r~te of· payo ·For each violation· of .-the: -require­
ments of_ this ~lause. a penalty ~of five dollars shall be·· f.Dipose:d for 

. each labor~t' or- mechanic for every calendar day in Which such. employee 
is required or permitted to labor more than eight hours upon said- work 
without receiving· compe1)8:ation computed in .acc·ordance with· this. 
clause~ and all peri~ltie.s· thus imposed shilli :be wi~b.beld for the use 
and benefit. of the Government. 

(b) Walsh;.;Healey Public Contracts Act •. If this Ootitrac.t iS for 
. the manufacture or fu-rniShing' of materials;_ ·supplies, at;"ticles, or .. 

equipment in a~. amount wh:l.ch exceeds or tnaY ex~eed·$10,000: and is 
otherwise subject tc:i .. the walsh.;;Healey Pubib1 Conttacts Act, as Gended 

·. (41 ·u·. s •. co4e· 35-'45.) , t:here are. here-by. intiorporat.ed by reference all 
representations. and edpuiatio·ns tequire<l bY'_ said Act and regtilations 
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.,,!!"!- issued thereunder by the Sec~etary of L~bOr, 'ucl;\ repre:!lentat~ons and 
. stiptJlati~ns heing subject to all applicable rulings aad. interpreo 

tat:i..On$ of. 'the Secretary of Labor which are ·now or may hClJ;eafter be in 
effect,·. 

(c) Oonv:iet Labor. In colm.ection with the perfo.t1DS.nce of work, 
under tbi_a .G.ontl,"act, the Contractor agr~es not· to employ any ··person 
und~rgolng' sentenca of i,mprisonment at hard labor 0 . . 

'(d)· Nondiscrimination in Employment. In _connection with· th¢ per:. 
formatice of worlt under -~b.is Contract, the Contractor agrees- as: follows: 

(1) 

(2) 

-(3) 

The Cotitracto~ will not ~iscriminate against any _'employee o·r . . . 
applicant for employment because of race, creed, color, or~ national 

: origln. Th~'.Contractor will take affirmative action to ensure that 
.applicants. are-employed,· ~nd th,a~·employ:ees are.t,reated.dUJ;ing· . 
f!inplqyinent, w_.ithout ·regaird to .their r~c-e,. creed; color.11 ~l~ na·~ional 

. origin~ Such action shall include, but n,ot be. li~ited ten_ the 
foiioW-ing: emplo:Yment, upgrading,· demotion ·or t'r.anshr; 'rec:rui.t ... 
ment or recl'Uitmt!nt advertising; l~yoff' oro termination.; i ~ates of. i-' 

pay or .·other forn& .. -o£' COmpensation; and selection. for· training, ' 
including apprenticeship.. the Cont.r.a,eto.r acrees to .post. in . 
conspicuous places, available to employees and applicants for 
employinent, ~ottces to .be provided by the Contracting-Officer 
setting forth the. provisions of. this nondiscrim:f~a:tion-clause •. 

- . ·' . . .-

The. Contractor wi 11, in all. solicib~tions or adve_rtisement~ ·for 
employees placed by or on behalf of the C~ntractor,. state that 
all qualified appU.ca,nts .will x:eceive consideration for employment 
without regard ·to racell creed, color·p or national origin. . 

·The. .,ContractoJi will send.· to ea~h · l~bor. union or t;epresent~tive of 
. WOt,"kers with which. h~ has ·a collective bargaining agreement or ·. 
other contract .·or understanding, a. n9tice, to. be provic:\~d ·by the 

· Agency Contracting Officer, advising -the. said ·labor union of 
· ·workers • representative cif the Contractor •s · cmgmitments. under 

(4) 

(5) 

. ~his nondiscrimination· clause,. and sha·ll post'· copies of the 
notice hi ,cpnsp~c\ious' places av:ailable to employees and ·a:ppli~. 
can:ts for em.p lQyment 0 . 

The Contractor will ·comply with. all· .pr~visions of ·.Executive Order 
No •. 10925 .of March .6, 196lp and of ·the roles, regulations, _and . 
. relev:ant orders of the Pr~sident's Committee 'on Equal EmploYlllent 
Opportunity created t:hereby. . 

The Contractor will ftirni'sh all infoniation and reports requ,ired 
by Executive Order No. io9ts of March 6~ 1961,. -and -by. the rub~, 
regulations, and orderQ of the said Commit·tee, or ·pu.rsu.ant theretq, · 
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. and will pe~t. access to his. books, record.s, and_ accounts by the.' 
Contractin~; Aceney and th~ C()IIIJ1$.ttee for purposes. o~ :i.nvesti&ation . 
to asce"rtain e~plian\l:e with .s~cb, ~les, t'•auladons» and _orders •.. 

(6) In ·the event of·. the Contract()r1.s ~on~compliance. with the non~h~· 
crimination elp.uses of t\lis C~~tr.l;lCt or with any of .the said rules, 

. replations; or orders, thia, ·contract (1\ay b8 ~·aiu:"elled· in whole 

(7), 

or in part and the Cont·ractic:it '·uy_ be declared· inelig~ble. for . 
further .Government contracts· in accordance. with proce~ures· 

· a~thor:i.zed. in. _Ex~cutive Order '·No •. 10925 of March 6, :196i, ancl 
such other sanct-ions .may. be iUq>Qsed 'a~d. reme~iei invoked. as. 
provided in the s:aid Executlve Order or. hy" -rul,~ regulmtion, or 

:order of the President's Committee on Equal Employment Oppor~ 
· tunity, ()lt' as othei'w!ee provided by law~ · · 

·The Contractor .will include the pr~vis.ion!J ·of . the: fore'going 
Paracraphs · (1) · thro.uch (6) _·in eve~ .. s.ubc. ont~act o. r purchl· · .... e.:'. 
order. unless exempted by rules, ~~gy.lations, o~. orders. ·o , the 
Pre~ideilt Is Committee on .Equal,. EDipl~~nt·. Opportunity. iS 'tied 
pursuant to section 303: of Executive Order ;-No. 10925 ·,orMarch 6, 

. 1961, so that s.Jch pt~visions 'lri:ll. be biitdt~g upon each "subcon~. 
tractor or vertdor. · The .Contractor w:i.ll take such action ·wictb. 
respect to. any subcorttrs.ct:" or pu.r~hase order·: as the cori:tracting, 
Agency maydtrectas -a means ofeliforcil?.g ~uch provisions~ 

. including sanctions for··non~compliapce: Provided~ hQwever, 
that in the event· the Contractor: heC:omes involved.· fn~ :·o:r· is· 

. thi:eatened with, litigation w~th a. subcontrac;tor or -vetidor as 
a r·esult of such, ·direction by the contracting agency, the · 
C()ntractor may request the United St:ates to enter into such 
u·t"igation t.o protect . the biteres:ts of· the United States. 

(e) :-Notice of Labor· Dispu"t:es. · · Wh~neveJ:'. an a.ctual or potentiai . 
labor dis:pute .is -~lelaying -or threat-ens .to· del~y tlie. performance -of 
the work,_:,the CQntractor shall immediately notify ·the Contractin,& . 
Officer in wr:lting •. Such notice· shall ine:lude ail relevant info~tion 

. cone·erni.ng the dispute and its ba~k,rou[ld •. 

·12. LITIGATION AND ·cLAIMs 

(a) Initiation of Litfga.tiono If. the Government requ~res the· 
Cont~actor to initiate iitigatiori, including prqeeedings before . 
administrative agencies, "in conne·ction~·With this "contract, th~ 
Contraet~or shall. proceed· with the lit$.cat1on in. good fitith as 
directed froin time to time by ·the ContJ"&,cting Officer~ 
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-(b) · D.efense and Settlement of Claims. The Contractor shall. giy~.'the ·., 
_ Cc;nttt'~cting Officer- ~mm~diate··:nQ:t;i'ce ,f~_-wr:l.ting ·(1) of any ·ac-tiol:l, i~--- . 
c luding l).ny proceeding before;_ an ·s;<lllltnist-iative agency,: filed-._ against .- ·. 

· 'the Con~ract-o·r arising out ·Q.f_ the:: ~erfoPilance of thh Contract, and.- (2). 
_'of :any· <;laim against .the Contrac·tor· ~he cost apd- expense of_. which is 

- a~l~wabl~,·u~der the Arti~le_-_e~t_:i_tl_~ci .:~LOWABLE COSTS AND FIXED-.FEE. ~- -_: __ . 
E_x;~¢pt as otherwise ,direc_te·d _by: _th¢ Col:lt·r8,¢ting Officer~ -in writing,. the 

· Co~tract~r -s_hall fu~nish immediately to ·the Contracting Officer coP.ies of, · .. 
- ali pertin¢nt;- paper:s received by ,the~ Contractor with ·re_s{lect- to· such· acti9J\ 
. or ~1atm· •. :"ro: the. extertt not in conflict 'with any applicable ·poli~y of . -
. ins~rcarice-, .the Contractor may wit~- _the C_(Jri.tracting.Officet's approval' 
settle apy ·suc.h action ·o.r claim, ·shf!ll -effect at ·the Cont~acting · 
Offi;_cer ~ s- ·request an assignment and a·uhrogation- in- i;avor of- the -Gqve_J;'n~ 
ment of ·all tlie·Contractor 1 s rlgqti(-al;\d q,laim5 (except. those against the 
-Government;) arf~ing out of any such action _or cl~im against,_the Con~ 

- tractor,- and· ~f required by -the -c_otitracting Officer, shall ~uthorize 
represent-at-ives of the _GovertlJ!ient ~o settle or de~end -any such.";_~i~n 
or ?laim and :to-_ represent :the :_oo~traQtor in~ or- to take_ ~h~rge> ~· ~ny' . 
. act1on; -If. the settlement or defense of .an action or. cla:im.,aga ~~. t;:he 
Contractor is urtdert~~ii by the GoVeifnu1ent, . th¢_ Contract~t:- sha:i(-£UrniSh · 
all.l,"ea:sonable. assista.hce iri_' effecting a: set-tlement or asserting. a '~ 
defense. Where an action agairu~t- the ·contractor is _not covered by a 
policy_ of insurq.nce, 'the CQntractor_ shall, with· the approva'i of the 
Contr-ac-t;i:ng Off~cer, pr-oceed .with· the defense of th¢ acti-on ·in gopd 
'faith; 'and in' such event the defense of the action shall h~ a~ the_: 
expens--e ofc-'the -Government'; provided, however; -that the Gover~nt :shall . 
not -be liable for such, expense to· the extent that it would hav~ been_. 
coni~;>ensated for by insurance. which w1:1s required by law· or by the· Written­
direction ·of ·_the -Contracting Off!cer; -but which the >contractor fail.ed-

-to_- secure ~hrO:ugh tts own fault .or negli-gence. 

OFFICIALS NOT- TO- BENEFIT 
- - . 

No· member of-- or. dele.gate to Congress, or resident commissioner, shall 
.be· admitted to any share or: part of"this Contract,- or toany:benefit 
that may _arise therefrom; but· this- ~lause shall not' be consttue:c:t'to· ·, -
extend to ,thi.s Contract if made with 'a: ~orporatiori for· its ge~1er~l · · 

· beneHt. _ · 

-1.4. RENBGOTIATION 

If this Corttrac·t is; s·ubjec,t to the Renegotiation Act_ of 1951, as .amended; 
the following provisions shall_ apply~ · 

(a) 'This Con~ract is subject to the Renegotiat~on Act of 1951, _as 
amended (P.L. 9, -82d: Cong.~_ 65 Stat. 7;f.L. ]64j 83d Cong. ,- .68- Stat. 
1116; P.L. 216, 84th·cong., 69Stat_ •. 447; P;Li-870, 84th-Cong'!~ 70 · __ 
Stat. 786; 66th Cong. ,· 72 :Stat.· 178~; 86th- Cong. ,_ 7 3 Stat. 210) ai:td ~Jhall 
be deerqed'to contain all the proviSions required by section 104 of said 
Act. · · 
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. ·.·.(h) The-.'~Contractor agr~es .~P insert· the provisions of: th:l.s clause, 
·· · in9luding tliis paragraph:· (b); ·:in. ali subcontracts, aa that ·terin is· 

d~fin~d: in section: 103g .of th~· R~n-egotiation .Act. of i95l. · 
·: .. 

15; ·REQU~RED. BONDS AND INSURANCE -~ EX_<:LUSIVE OF GOVERNMENT .PROP~RTY 

. The Q_(;'l,l.~raotor shall procure. -arid" maintain such bonds and. iils\,lr~nce a~ a~e 
r'equired by. law or by the writt.en. dil;'ection ·of the. Contrac:ti.:._g Officet< 
The tePDS. ·()f a~y such, bond or insurance poiicy shall be. su~tted to the 
Coil.tracting Officer for app.rovat. · In view of the provisions 9f .the· · · · 

.. article e:ntitled ' 11Property11 _the: Contrac.tor shall. not procure or mainta,in 
for itB· owrt. protectiora any. inatirance (including selfainsurance or. 
re·serves} covering loss or dest~ctio_p of or damage to Gov.e~nt-owned 
proP.erty .. · 

16 •. · .. SAFE'rY, .. HEAL'tli..AND FIRE PROTECTION 

·The Contr~ctor:' shall take all reasona~le pre·c.autions in the /tforma(J.ca of 
the. work. under .this. conb::.act to protect .. the health a.nd safety of 81J1ployees 
an:d. of members· of the. p.ti.blic. and to minimize ,ci~mger f.rom all. haza.~ds .·to 
iife and property~ and shail comply with all:,.health, safety; and fire .. 
prot~ct1on regulations. a.'nd. requi):ements . (in~huhn:g reporti,ng .. requi~ements) 

. of the Colilmission. ·rn the. evt;;nt. that t~e··Contractor fails to c·omply. with 

.. said: regulations· ·or requirements of ·the CommiSsion, the (~ontracti;ng_ 
Offic.er ·m:ay, without prejud:ice to any o.ther legal or. contractual rigl\ts 
of the commission,. issue an .order stopping all or any part of the work; 
thereafter a. start orcler for resl.unpti(ui of work may be iSsued·;_ at :the . 

. discretion .. of· the Contrac'ting Officer~ The Contractor shall make no claim 
for. an exte·O:sion of time ·or for. compen~~tion or damages by. reaso~ of or in 
·conne~don with such: woik sto.ppage·. Wh~re required by the CODIDli.ssion, ~ue 
t.o the proximity of Site B, -~he Contract~r•.s- obligation .hereunder shall 
apply to.Site B ·to the extent that.the Commission determines that the 
health and s~tety at s:t.t.e A will ·be ·affected. . . . . 

·17. SECURITY . 

,· 

. (a) .. Contrac'tor 1 s. Duty" t"o Safeguard R~stri'cted Data and Oth'er. 
Classified Information. · In· .the. pe_rf<>"r~n:ance of the ·~ork under this 
Contract the· Contractor: aha"tl, in accordance. with:. the Commis_sion • s · 
-security. regulii1:ions an:d reqiliremen~s, .. be res pons ib le for safeguarding 
restricted. data and oth~r classified matt~r and protecting agains't 
sah9tage, espionage, .loss.,ail.ci theft, the. classified docuuients,.materials, 
equipment., processes, etc., a.s well as. such oth~r. uiat·erial of high · 
intrinsic. o·r strategic value· as uiay be in the Contra·ctor:'s po~sesSion 
in connection with·,performance of work under this Contract. E~cept aP 
o·therwiSe expressly p:t'ov:ld~d .in the specificatiQnS .the ·contractor sha~l"' 
upon.compledon or tennination of this-Contract transmit to the Commission 
any classif{ed ·mattel;"-i~the..possession of theContra~tor or any·p~rson_ 
un.der :the. Contractor's control in ·co.nnectton with p~rforinance .of this 
Contract. . . 
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(b)·. : .Regultit·ions • The QontJ:'aeto"r agrees to con~orm ~0 all security 
regulat~ons ·and requiremente of the Ccminissipn,· including Without· limitationf 
·such as.: ~y·· be neceQsary ·at Site Jl. to. the· extent that ·tQe. security of thfl . 
work o£ Site: A. m.a_y b~ affected. ·· · · · · · · 

.. 

(c) ... Definition .of·. Reatticted. Data.··· The ·term 'taestd~t~a: Di~i'\ as 
used in thi~· c1au~e, ·•au: .a~l data c~nc:erning. (~) ·de.s'ign.: lliill:ii(l~ac.~~re~. 
Of Ut~lizatiQli, of atmidc ·w~apons; (2) the prf>du~t~oil o_t a.pec-ial .nua,lear 
U_teri.lj .OJ:! (J) ·: the·· use of ... 8p~cial nucl~.r .• tterl·a.t. ln. the·. production 
of. energy J .. btlt shall not. iac.bade . data. d~Q-~.:-tfted. 6r: removed from. the 
Restricted. Data. :cat.~gory ·pursuant to Section 142 of the Atomic En,ergy 
Act o~: 1954 .... ·: .. · :·. · · 

(dJ.·~ ;8a~ta:rt,ty. ·Clearance .f>f P:er•onnel ... Except as t_he · qouimi~ston 1M,. 
a~tlio~tu,: ~n·.·accordance ·with; the. Atomic Energy Act of 1954, the Con .a 

:trac:tor sh,a:it no~ ·peruitt · an:y _indi-Y.idual· .to have. aceesJ t_o :Restricted' · 
· nata· untfJ.- the .designated .investigating agency shail:'·b.ave mad~ an· · . 
iuve~.tfgation and report to the .c~tssion on th:e chl;l.raat:er •. fssociati~ns, 
and.· loyalty o-e· such individu~l ang the· C~sSion shall have ~etendned · 
that 'petidt-tf:ng such ·person: to have access to. iles.tricted mita· vi-il not:: 
endanger. t~e· CQumiOrf defe~~e "an:d ae"curity ~ .. A.'s :U:~e-d"· :i"~: this p~ragraph; 
the "term .''designated in:Ve:stigating· agency" l!lleans the Unit·ec;i States Civil . 

. Servic!e Commissi~n 'or the. Fe.deral. Bureau. of InvestigatiC,D:~ or both; as· 
determined pu~suant to the .provi.si.ons of· the Atomic En~~gy,·Act of 1954. 

·Access: .to classi-fied information other than Restricted Data. shall not. 
·.·be gtanted unless th~ recipient possess~s appropriat~ s.ecurity. ·. 

clearance. 

·. (e)· Cri'ininal Liability. It is understood _th~t disclos·u.re .of. 
infoi:ma.tion·. ·relating to the work or . setviees ordered hereunder; to 

:an:y. person: not·· enti.t led to receive it,: QT fai l~re . to safeguard -any . 
Jies,t:x:icteci·~Datl;l OJ:' any. Top Secret,. Secret:,. or Confidentii;l.l ma~~e~: that 
may come· to th~ ·contractor or .. any person und.e~ the Contr~etpr 0 ·s:: ~.ontrot· 
iii connection ·with work under this Contract, .·may subject· i:he ContJ:"actor, · 
his agents,,. ~ployees , ... and sul:>contractors to· criminal liab~lity -~rider 
the-laws of ·t:he· United ~tates. (se·e the·· AtOmic .. Energy. Act of 1~54., . 
6~ S~at-~ 919.) . (See also t:xecu:tive Order 10104 of February 1, i950; 
15 ~. R.. 597 .) . . . . ' 

(f) ··Subcontracts. and Purchase Ord~rs •· Exc~pt as . ot.herwise 
al;ltiloriz:ed.f.n·writing by the· Contracting .Officer, t:he Contractor 
shall 1.nsert. provisions simil.ar to the foregoing. in. alJ. subcontracts 
and. purchase orders· under this Contract.~ .. 

. - ll 
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· . SylvaUi . .m Ei~~tric Prod~ct•1 Inc.; 
ContraQt _No; AT.(30-l)c.l293··. 
iq;pendti··; "E~'- · · 

. . · :: .. ··. 

.· ·._ (' 

.. 

. : .•. 

: .=": ·. ~-•. -Con,traq~or agrees ·to ~o.tify ·.~he Qontracting Off:f.-~e:t> "Qi ~Y tax, fe~_, 
· ·.· o~- c\u~r&e': · 

·:_. ... 

:·: --~->::-_. ·.·(al _ FJ:om.·::which exempti.Q~ ts::·.a;rauted by State ~r lQ~af law,-· or 

:·:<·_.:'-(b) __ llhioh is invalid u~de_~ ~;. pr_ovision c?f ·th~ Constit~t1;~~:-'_~f. 
· - · tli• .. '·j~tad States levied ot pu_rp.9rtecl' to be levi_ed on_ the -~~11-~actor · 

.· ~li .. -:\"~&pect of 'this Contrac~ &tiel ·to. re~rain: from payi_ng :a~y 11ucb.· t~, · 
-'-(:~~-._or· obarge unieu othe-rWiae -·autl\ol'ized by·. the Contracting: Oft"iC:,!ft. ;o·' . ·_ 
.. Tii~- c;~u_t·r~etor further agrees 'to t·ake such steps, as:~Y be ~·q~.-~~d-:· . .' <. · 

.by ··.;~e Co-utracting Of-ficer t·o c<llu:se- any such tax,· fee·, or cil\iit&6.,··-tio_ 
· ~- -p_._~d un4er protest; :and, if_ ~~·directed- by th~ Co~ttactit.ll :q_f'~ic~~' 
t~- c.,u.e to be assigne.d. to·-the Goverilment ol;_ its designee any, _a~d :all 

. rt&b.~lf:·to the_ a:l)ateme~t or' refund o£ any· such tax, fee, or c~t:ae; or . 
to_ 'p:~:~t the ·aavenuient: to J9in 'wi-t~ tlt.e con.t~~ctor in _any lto¥eeCilnaa. 
·£~_ -~he-·-.recoveey thereof or to su~ tor .. ree:overy tn:· the: ·cont't\ii~tor•s< . 
~
~.--.-_·.··.· . . . . ... ' •, . --~_,· . 
......__ ·?i-

. , ~~ ~~rnme~t _shat"l· a ave the <ilou~r-~c~or _~armless from: penaltie.s and 
. ··J.ut_•n• t- i~curred through comp-li.ance ·_with_ tlits o lause • 

. :.· .. . .. . .. . .·.. . . . .. . . 

-. -,:~-~.::- . ·USJ!;. OF .·CONCERNS. IN LABOR SURPLUS AREAS 
. . . .... ··'. ··.·. . ·. . . . · . 

. ·rt:· J,.:il --~~h~ '·p_oU.cy of the GOvernment t~ pl-a~e su~ply ~ontracts with. 
-- luppliera who will ·perform ·such contracts ·aubstanti~lly in· areas of-. -
. pjs~e'i\t_l.,bor surplu_s where this 'can. be done at p·ric..es no higher 'than . 

.- .are -o·b~ainabie· elsewhere. ·The Contrac:t:or agrees _.to use its ~st efforts 
·, : ~~(pl-~e ita- subContracts in accordance with th~~ .policy· to the' ex;ten:t .. 
-. · -C()~f-~ent "itll th~ efficient p~~fo~nce- ·of. this 'e~ntl'~ct·~ . In .compiying-

· "lth ·the -faregoing.- the Contractor~· -in pllic;iing- its· subcontracts p shall 
ob•erva ~he foll~ing. order of preference: . 

r • • . • • • • • • • , . . . 
small b,.ssi~~ss <foncema· locat:ed _in ·labor surplus .areas; 

. ·(b) other ·concerns located in labor s~rplus _ a.ie:as_; 

· .. · .("') .---" c 

:.(~) · •~y o,ther concerns. 

- :zG~ _ UTILiU£p:ON ·OF S!W.L- BUSINESS .CONCERNS 

-. -(a)· -i~ i~ (:he_ policy ~£' the Government .as decla~ed by the Contre~.e 
titati·.a· f~ir--ptoportion -oi-the 'ptil:'chases and ·cO.n~r~ct's for -suppiies: ii.Jid 

. ·~~ic~l for. the ·Gov~t'ilinent be placed with Bmiill ~sinees concerns. 

: .... 
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· _Sylvoia El~c;t~i;c. ProductS~ 
Contract· No·.: :A\T(30-l) -1293 
/lpJ?enciix · •'iff.' : .· · . .. . . . . 

Inc •. 

... .. ... . ·(h). The C'lbntract.af ·agl:ees to acccnnplish · tli~:(.a]d~Jil!l amount of su:bcon~ · 
·.. . ._. ·tr~:cd.J;l& to ·small business concerns. that ··the ··co1ltraGtor f:i.~ds t:o be c~n~ 
. . ·. . . siste~t With the effici~nt" performance of 'th~~ e~nt~ace 0. 

' 

2l: ~ · · PERMI-TS 

· · :E~cept: as. othetwise .directe4 by the Contracting Officer8· t~e Con.t~aotor 
shall"prQcure ·a;u necessa:z;:y ·permits or licenses and. abide'· _by: all .... 

· .a;ppli_cab~.e-laws~.- reglilitions,· and .ordinances o£ the t!tdt:ea _States .and 
of: t;he'; $~ate·, .territ.ory, and. political subdivision "in whicb. 'the· wark 

. ·unc;tei"' ·this Contract i.s p.e-rfo'rmed • 

. 22. '~URCaAsES :. FROM. C(YNTRACToR...CONTROLLED SOURCES 

(a)'. :l:J;l-.solicit:at:lop. of compei:i,'tive bids for equipment, mat~d.ah;tr~· 
ami· supplies .of the ·kind ~nd ch$racter Jllan~facturec:i or so-i'd·· by·· .t-he · .. 

· divistc:>ns, ·depar.t!nentis~ or affiliate~ _of· the_ ·cnnti:JQt:ot", · a~_.ev~luatio:n. 
· the:r·e9f,. ·and all awards shall be mad~. ~olely by ~h~ ·Contrafting Officer, 

. ~nle~:s otJte·rwi:se· authorized by .the Contracting Officer: ·: l_n ~ .$11 such · ·. 
c·as.e~: in wh:tc~ the Cont-ractor h:aa d·esigtf re~pondbil.ity:~ .the cOnt!rac:tor 
shap prepS;re proper speC,ifications' draw:f;ng~ ~-.and such othet. data, as 
may.be' ne_cessary, on a basis which will :peru;rl.t fair and open ~ompet{tion 
and_ -~rd~r~y and timely procur~nt with relation '·to .the worko. . . . . 

(b) The Contractor ·m.ay procure on a .negotiate«! basi!!i'p subj~cti to. 
the litQita'tio.ns ·in thi:s paragraph" and subparagraph .(1;)· or :(2) ·as . 
applicable, Jllat~rials~ supplies·. equipment, or .services ~riufactured 
or··sold by the Cpntractorils. dlvisiotts8 departments~ or ~fftl:i.ates fr9m 
such Q.:i.vision.S, ·dep:ar~nts or ,·a.ffitiate~; provided, -howev~r, that 
unle'ss otherwise authorized.· by the Contracting Offi!Jei:' •· no 'such ·procure"' .. 
ment ·&hail pe made. by :tiite. "Contrac'tor Without prior ·wdtt.en apfroval of . ·. 
t~e cori,t,;aet~ng.·Off:t,cer . .; · · .· · · · · ·· · 

(1) Standard coumet'cial articles and·sta:ndard aupplies·.(of·c~mtractot~ 
. coritrolied sources·,. ot;het than those manufactuted ·or produced. 

~;;;;.'_:·. w.u;htn the: contraettng cOr.nponen:t)- Which hav~' published :~g.tt .. 
,. pr~n~s of less. than· ·on~ hundred dollars·. ($.100) ~-.or. such .. higher·. 

amo1uit as_ raay 00 'approved by the Contra~tiilg Officer, ~Y.' be . . 
tranaferi:'ed· an4. ch~l;:ged at ~Qunts not in exces!l·· of (i) ~e . .· · . 
net safes price -~·oncutrently charged. the mOSt favorii4· ncilaffiliated 
cti8t91Uer for .su~h' .articl~s in 'the same qu~ntit;~es." or ~<ti) the. 
l~~st net sales_priQe :at.which'eq(iival~nt' articles are.available 
from· other s~rc'es ~ :whichever . is i<>Wer in price without. further. .· 
negoH.ation as ··to ~nit price. · tf the Contractol:: does· not;.' meet . · . ·. 
~his. requirement·, ~y excess cost OCCll,S:ioned thereby -~uti~ll~wabJ:e~ 

. nie Cantracting :pfficer ._iaay, require UQe of the. eql;livalent' l!liticles .... 
· avail~ble · ftom other. sources at a lawer price or :the soUciitatzion: 

--13 :"' ... ·. ~-
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Sylvania<!l~ctric_ Producta:k; IM e~ 
C~ntract lls~ A'!'.(30-l)col293~. . ·. 
Ap·pendix_ . '~E11 : · 

of CO'IIlpetit:ive b~de ,ftciln o'~he.r suppi~e~~- of such ~rtf.c_leS'o ''Staodcd 
comm.erd:al articl~sll· _are·'tliQ.s'e prqduc~d· by the·'aontrac~or·i~ the. 
normal course. of bUsi~ef!&·;: .. :carried .in st~ck or p~evic;p\iely ~mi_fa~tured 

. on a production .. baais p. and,".li.av.ing catal;og. item n~~r~ and- ·prtces·; .. 
"Standard s·uppl{es" ·al:'e .:tb.os~ .e·arr-ied.in stock for uae ii\··n:~rmal· . 
operation. . . "> :·.~·· . -~ . . . 

Ait other artio,les _ p~,,-d~~~~~·~:r ':seririces·.·.perfonaed by cO'nt#ac.~_or.~: 
cont_rolled_ s_ources .· shall-l)i·lp.rovided ·.on.· the :b&sts of allow_all''ie .:: · · 
co-st. without- additional. ~e~/-a~a- subject to· t:he tems ()f· tl.i~s.::: · . 
. Contract; providedp howeyer,:··~iiatt···if mutually. agreed, .they·lD,ay ·oe 
· furnfs~ed .at fixe~. pr:i.o~~ ·,tr:•d. ·-at· the· Qutset; · provided f~~:th~if~ _ 
that .-a~y s~ch fixed, prices· ;_s}!~ll. '•be ·negotiated on the .. basis G_f: ··. 
e~ttmated' allowable C()~ts.' und~r ·'this Contract, without prof!~-:~ ... 

··-· . 
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SPONSORED TASS: NO. CH-4 
MDIFICATION Nl. 9 

CONTRACT AT-(30-1)-1293 

APl'ENDIX "G'' 

WORK ON>ER PARAGRAPH 2 OF AB.TICLE I 

THIS MODIFICATION, entered into as of tb.e ...2£!b... <lay of Februaix, 
1962, by and betlleen the UNITED ~TATBS OF AMEJUC.\ -(hereinafter c·alled 
the "Government"), acting through the UNITED STATES ATGIIC EN8BGY 
C<HaSSION (hereinafter called the "COIDIIIission"), and SYLVANIA BIBCTRIC 
PROOUCTS, INC., SYLcOR DIVISION (her-einafter called th~. "ContraetQr"); 

wrnmssm 'l'BAT: 

WHEREAS, the Government and the Contractor entered into a c~itain 
agree~Qent mown and designated as Sponsored Task CH--4 (berdnattor 
called the "Agreemeat"), such agreement having. been entered into on 
July 1, 1959, and having been modified heretofore by-Modificationa 1 
8; and - · · · 

. 
WHEREAS, the parties hereto desire to modify said ag~e.Dent further 

a a herein provided; 

tm, ·TitKRBFORE, the parties bereto agree that the Agreement, aa 
heretofore DOd~ied, is hereby modified further in the following partic­
.ulara, ~t iu. ao o~hers: 

The subparagraph added to Para.gi:-aph 1, Description of Worlt,- by 
Modificat~on·flo. a, is hereby modified as follows: 

In the 'seventh line of said subparagraph, iumediately 
fol101;ri.ng the ~te "September 13, 1961", insert the 
following words: "and in accordance with the claasi­
~ied letter dated February 1, 1962, ~roll c. L. ltarl, 
Manager of the COIIIIIlission•a Cincinnati Area Office, 
to tbe Contractor and Contractor's letter dated February 
2, 1962.~' 

I I 1 I 

. 
' 

'~ 

. 
f 
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~cept.as otherwise provided in this modification, all the pro­
visions of the Agreement as heretofore modified or suppleme.nted shall 
remain in full force and effect. 

• 

~ 
· ~Address) '*{ 

·. 

UNI'i:ml STA'rES OF AMBRICA 

BY: 

BY: 

SYLVANIA ELEC'l'RIC PROOUC'l'S 1 n«:~ 
S!LCOR DIVISION \+ 
BY: f;Jd3 ~.: 

• B. Metz. · . 
TITLE: . M(uruta~ l!(anager 

· ~ :PIVISIOR . 

··."!.·_.; ·,.'. 

OHOO 
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SPONSORED TASK :no. CR-4 
.MODIFICATION NO. 10 

CONI'RACT AT-(30-D-1293 

APPENDIX· "C'' 

WORK UIDER PARAGRAPH 2 OF ARTICLE I 

THIS MODIFICATION, entered into as of the 2B±h day of March 
1962, by and between the UNITED .stATES OF AMERICA (hereinafter called the 
''Government"), acting through the UNITED STATES AT<MIC ENEBGY COMMISSION 
(hereinafter called the "Commission"), and SYL:VANIA ELECTRIC PRODUCTS, INC. , 
SYLCOR DIVISION (hereinafter called the "Contractor"); 

WITNESSETH THAT: 

WHE~S, the Government and the Gontractor entered into a certain 
agreement known and designated as Sponsored Task CH-4 (hereinafter called 
the "Agreement"), such Agreement ba_ving been entered into on July 1, 1959, 
and having been modified heretofore by Modifications 1 - 9; and 

WHEREAS, the parties hereto desire to modify said Agreement further 
as herein provided; 

·NOW, THEJUWQRE, the parties hereto agree that the Agreement, as ,· 
heretofore modified, is hereby modified further in the following particulars~~ 
but in no others: 

1. The following new subparagraph is added to Paragraph 1,, Description 
of Work: 

·~uring the period April 1, 1962, through September 30, 1962, 
the Contractor shall proceed with the final machining of semi­
finished Mark VII-A cores as heretofore prov_ided in the Agreement 
and in accordance with the classified letter dated February 1, 
1962, from C. L. Karl, Manager of the C011111ission' s Cincinnati 
Area Office to the Contractor and Contractor•s· letter dated 
March 8, 1962, which letters are hereby incorporated herein by 
reference." 

:= 

2. The fixed-fee specified in Paragraph 3. is hereby increased by 
$8,120.00 as a result of the work added hereby. 

3. The completion date of the work stated in Paragraph 4. is changed 
to September 30, 1962. 

SYL00051339 

tJf\.~-S"E 

~·t.Ji "· 
O..J: R;-Ja.._c~ ... 

~) ~lcvf" 
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4. The amount obligated by Paragraph 5. is increased by $143,460.00 
as a result of the work added thereby. The revised amount of the Agreement 
is now as follows: 

Estimated Fixed 
Cost Fee Total 

Obliga~~d thru 
Modification No. 9 $ 980,122.00 $60,634 .oo $1,040,756.00 

This Modification 
· No. 10 13.5 • 340. 00 8,120.00 143,46(1. 00 

$1,115.462.00 $68,754.00 $1,184,216.00 

Except as otherwise provided in this modification, all the provisions 
of the Agreement as heretofore modified or supplemented shall remain in full 
force and effect. 

UNITED STATES OF AMERICA 

BY: 

BY: 

TITLE: Division, ORQO 

SYLVANIA ELECTRIC PROOUCTS, INC. 
·SYLCOR DIVISION M 
BY: B£ 

D. B. Metz 
TITLE: Manufacturing Manaqer 

SYL00051340 
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Authon . 0 ADC _ ... ADD 1. ClaSsification Urlchanged 

Name: 2. Classification Chai'lged To: 

Responsive Record 5 

SR-A-129 

APPENDIX "B" TO MODIFICATION NO. 2~ 
.CONTRACT NO. 4T(JO·l) ·1293 ' 
REVISED APRIL 1, 1962, UNDE~ 
MODIFICATION NO. 3~ 

• Alithority: f.f!Pr _ . 
Name: - ~) · 

As provided. for :i.n p~r:agraph 1 of Article I of Modification. 29 of Contract 
· At(30-:l) ~129~~ this Appendix uB" describes the scope. of _w~rk to. be. performed 

by the Contractor for the period April 1, 1962, through September 30, 1962. 

l. Mark VIl-A -.:. Mark V-B· _(Inner. Fuel) 

. . 
a. The Contractor shall manufacture and furnish to the Commission 

. Ma~k VII-A and }1ark v~-n slugs .at monthly tonnages and/or 1-ec¢ 
rates as follows : _ · · · · 

. . . 
. . 

P-ERIOD :MARK VII-A (Ton8) MARl\ V-B (Pieces)-· 
(Integral Rib)' (Ribless) · 

April 105 . 3, 660 
!'lay 105 3, 660 
June 105 3,660 
July s4 3, 3oo 
August 84 3, 300 
Sept_ember 84 · 3 ,300 

2. - M~rk V-B (Outer..;Fue·Q 
- . 

The Contractor shall maintain 'its Mark V-B outer-fuel element facilities 
i~ ready•st~ndby-which shal~ include· such minimum token.operationas re• 
quired to maintain capabilii:'y • 1~ iS Uf!.derstood _that minimum token 
operation will. not exceed an average produc-tion of approximately 100· 
pieces per month~ . . 

3. · Thorium· 

The Contractor shall conduct ·a thc;rium program, using its best efforts, 
t()ward the_ mamifacture and canning of 22 tons of Mark VII-T slugs~ 14 
tons of which. are to be delivered to the Commissio11. by September·l, 1962. 
The remaining eight toils. shalf be delivered_ as directed by the Commissi,.o_n. 
The program s.hatl include the completfon of specifications and operating 
procedures for canning thorium elements and the preparation of core 
materials including all 'necessary research, deveiopment, machining, 
canning and data accumuiation. 

-.Jt'."• 

f ~~?_O __ R.esponse to · 
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APPENDIX 11B11 TO MODIFICATION NO, 
CONTRACT NO. AT(,30-l)"-1Z93 
REVISED APRIL 1, 1962, UNDER 
MODIFICATION NO. 31 

4. Program Developme~t 

5. 

\ ,_ 
l 

a: The Contractor shall. conduct a Mark V-B .fuel_element dev~~Qpmen:J;: 
progiam.for the purposes of achieving cost savings in the manufacture 
of Mark V-B elements. "The program shali include necessary tooling 
and equipment to produce Mark V-B elements using new techniques, 
variation of fin and finless piec.es and necessary developmen~ to 
assure that new elements meet. required specifications. 

b. t-Jondestructive Testing 

In connection with the above programs, the Contractor shall. conduct a 
developmettt and testing program on. nondestructive test-iug equipment. 

·The p'rogram ·shall. include develoi>ment of a process and eq·~·, pment · 
· capable. of properly determiQing and c.lassify.ing grai-n siZ. \·develop-
_.ments to determine subsurface nickel eutetic by either ed: y curtent 
or ·ultrasonics, .:and the development. of i:~chn:lques necessary to prove 
out. nondestructive" .testing equi.pment. . . _, 

Du Pont T-oo ling . 

. The Contractor shall· furniSh all materials, seryices and supplies necessar 
to perform all work authorized .by the Corilmi"ssion in furtherance of the 
DuPont Tooli~g-Program. 

- 2 -
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UNITED STATES ATOMIC' ENERGY COMMISSION 
Savannah Rivet Operations Office 

FINDINGS AND DE~~NATION 

Responsive Record 5.1 

AUTHORIZATION FOR MODIFICATION OF COST-PLUS-FIXED~FEE CONTRACT 

SYLcOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC. 

Contract No. AT(30~1)-1293 
Modification No. 30 

• The Atomic Energy Commission proposes .to modify its cost-plus-fixed-fee con­
tract with Sylcor Division, Sylvania Electric Products Inc. to revise the scope 
of work to be perforined by the Contractor during the ·period January 1, 1962, · 
.through March 31, 1962, and to provide an appropriate adjustment in estimated 
cost and fixed fee for work performed during the period October 1, 1961, through 
December 31, ·1961. The total estimated cost of the work under the contract . 
during this period is -reduced by the amount of $182,616 and. the total fixed 
fee is reduced by $3.,000 .. 

I hereby find· that a modification to the cost-plus-fixed-fee type .coira¢1: is 
necessary for the· following .reasons: 

·1. Spec.(ficat.ions for the .productio~ of metal units· are· not sufficiently 
definitive to permit entering an immediate unit-price arrangement. 

2. Program requirements are subject to immediate change. 

3. .Continuous process development is. required. 

4. The• adjustments in the estiimited cost and. fixed fee under this.modification 
are' considered to be reasonable: 

5; The revised total fixed fee of $98,460 averages·. six .per cent (6%) of the·· 
~stimated cost fee base and is considered fair .. The fee·was arrived at 
as a '·res~lt of negotiations between the parties and ·is within the AEC 
fee curve limits. 

Upon the basis of the findings set. forth above, I hereby determine that it _is 
impracticable to secure.services of the kind and quality desired without·the 
use of a cost-plus-fixed-fee Supplemental Agreement, and I hereby authorize the 
use o·f said Supplemental Agreement.. · · 

/ 

SROO Response to 
FOIA (SR) - 04-028 
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UNITED STATES ATOt-1IC ENERGY COMMISSION 
Savannah River Operations Office 

CONTRACTOR 

·SUPPLEMENTAL AGREEMENT TO 

EFFECTIVE DA':[E 

Modification No. 30 
Suppleme-ntal Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PROPUCTS INC. 

Sylvania Elect-ric Products Inc~ 
Hicksville, Long Island, New York 

Amend the scope -o_f work and revise the 
estimated cost and fixed fee. 

DE~cember 1-, 1961 

RECAPITULATION OF REviSED COSTS AND COMMISSION OBJ,.IGATION-

- :Previous Direc.t Cost_ 
-(Modification No.- 29)· 

,This Modification 
(Net pecrease) · 

- . -
New Total Direct C_ost 

-Previous·Fi~ed Fee 
(Modification No. 29) 

This Modifi_eation· 
- (Net Decrease) 

- -

New-Total Fixed Fee 

-Total Revised Cost and Fee 

Total Obligated --
Fehrmiry 28; 1962 

IJ -
_ SROO NYOO '} . TOTAL 

$17, 70& ,045 

(179 ,616) 

$17~526 ,429 

$ 1,01,.9,949 

(3 ,000) 

$ 1,016,_949 

jl8,-S43,3T8-

-$18 z 543,378.-

$3,95f,805 

$3,951,805 

$ 172,150-

$ 172,150 

§4' 123 ,955' 

§4,123,955 

_ .... 

·}. 
- . 

$21,657,850 -

(179 ;616) .­

$21 ,47'8, 234 

$ 1,192 ;099 

<3,000) 

'$ 1 , 18 9 , 099 

_§22,667 ,333.--

~22,667,333 _-

t 
t 
l 
i 
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U. S. ATOMIC· ENERGY CdMMISSION · 
Savannah River ~erations Office 

Responsive Record 4.2 

Modification No. 30 
Supplemental Agreement to 
Contract No. AT(30-l)-.l293 
sYLVANIA EL:E:(JTRIO PRODUCTS INC. 

TIIIS-.sUPPLEMENTAL·.AGREF.Mli:rrr, entered into this~~ -day of ~ ,. 1962, 
effective December 1, 1962~ by and· between th~ UNITED. STATES ~ICA (herein-

. after referred tq as the "Governm,E:mt") as represented by the UNITED STATES ATOMIC 
ENERGY COMMISSION (hereinafter referred to as the "Commission"), and SYLVANIA 
ELECTRIC. PRODtJCTS INC~ (hereinafter referred to as the "Contractor"): · 

WITNESSETH THAT:· 
. . 

Y1H;E:REAs, ~s of tl:le· :t,Oth day_ of l)ecember, .. 1951, · the Government and the Contra<::tor 
entered· into Contract AT(30-l)-1293 for ·the·perform.allce by .the Contractor of 
certain work for tb.e Qovernin.ent:invo:Lv;ng tb.e:uae.and occupancy·of the land and 

.buildings of· the_ Contractor ._on· cantiague Road iD. Hicksville, Long ·Isr~ c rid, 
New. York; . and · · . . · · · ' i 

. . . . . . . ·-':"· . 

·WIIEREAs, sa;td Contract ~s heretofore. b.een wnended :from time to time and the 
.; parties. desire to furthe'r. amend said Contract. to ·1:revise .· the scope. of work.~ as 

hereinafter set forth; and · · · · 

·WHEREAs; this· Supplemental Agreement is authorized· by the Atomic Energy Act of 
1954, as amended:_. . . . 

-NOW, ~ORE, the ·parties hereto ·do mutually agr~e as follows: 

1. l'ar~graph 1. of' ARTICLE I - SCOPE OF ·woRK, is. :revised to read as follow~: 

"l• . :B¢gilinirig October 1 1 1961, th,e Contrac.t shall :proceed witl:l. the . 
machining,. manuf'e.o~ure,_ ca.nnihg, ·te_stirtg~· inspection, and delivery 
of metal. and alloy sl~gs to the Commission and perform other seriices 
as· required by the. Commission, ail. in accord~ce· with the cl8.asified 

. ·Appendix "~,":.as amended," at~ched hereto $d. mad.e a part· hereof." 

2. Pa.reuaph L, Est:Lmat~ of Cost·· ~!1. F"ti:eti Fee,. ~f' ARTICLE IV - ESTIMATES OF 
COST, OBLIGa'J!ION .QF- WNDS, AND.FUE!O-FEE:; .. is~ revised. to read as follows: 

"l. Estimate of' Cost and Fixed .Fee. The :presently est:iJI1,ated coat of 
the work under tnj,s Contract is $21,478;231!. exclusive of the · · 
Contractor' a. fixed f'ee-. The · Contraotqr 'is fixed fee, as set . forth 
in paragraph 2., Article V-, of the Contra"ct is $1,189,099· . The 
estimated coat ·.of .1-he .W:ork, as .described in ~a:graph l. of. the . 
artic1e enti tl.ed, SCOPE OF. 'THE .WORK, for the pe:dod ·October 1, 1.961, 
to ~ch 31; .1962, is·· $1,865J224, ·exclusive of the Contractor's 
fixed fee of $98,_46o.". · · · 

, SRoo- · · ·. 
I FOIA. /Response to 
! \SR.)- 04-n?{) 
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Modification No. 30 
Supplemental Agreement to 
Contract No. AT(30:..l)-l293 
SYLVANIA- ELEC'lRIC PRODUCTS INC. 

3· In paragraph 2., Obligation of· Funds, of ARTICLE IV - ESTIMATES OF COST, 
-OBLIGATION OF FUNDS, _ AND . F'IXliD FEE, ·delete the figure u $22, 849, 949" and 
substitute therefor the figure 11 $22,667,33-3·" _ 

4.- In eubparagr:-aph (b) of paragraph 2., Fixed Fee, of' ARTI9LE Y - ALLOWABLE 
COST AND FIXED -FEE, delete the figure "$101,460" and substitute therefor 
the figure "$98, 46o." · _ · 

-5· Sub]?aragraph {b) of :pa.ragreph 2., Payment of Fixed Fee, of .ARTICLE. VI -
PAYMENT$, is ~e:vised· to read as follows: 

. -n(b) For the period October- i~ 1961, throu@l March 31, 1962·,- ninety 
percent_(~) of t4e fixed fee of $98;460 shall become due_ and 
p8.yap1e- in monthly installments of $15,219 for the period October 

- through -December, 1961, and $14,3.19 for the -period January --tb.i-ougb. 
MarCh, 1962." _ -

6. Apperid:Lx "B," Modification -No. 29~ Contract AT(307"1)-1293 is re~sed as .• -of_ 
December-1,_ 1961, and is_ att.a:ched -hereto and m.M.e a part hereoff- . -

7· · AJ.l other terms and conditions of' the Contr~ct remain uneh~ged.. ¥ 

IN- w!T1ffiss Wii:ER:EoF the .pS.rties hereto have executed this MOdification as of the 
day and year. first above written •. 

2 ..; 
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Hodif:ic'ation No. 30 
Supplemental Agreement to · 

·Contract No. AT(30-l)-1293 
SYLVANIA ELEO'IR!C PRODUCTS INC. 

of Sylvania Electric ·Products Ina., named above.; that · t)- #. ,1(1 h- z.._ 

-who s~gned this _Agreement on behalf of Sa.id corporation, ·was thenAJF6-, /k6 -r 

drt. C ~:Z {), ..... : - of said corporation; arid that this Agreement was duly signed 

:for and in behalf of said- corporatiop by authority of its governing body and 
. . : . 

within._the saop~ of its corporate powers. 

WITNESS my hand and :seal of said corporation :this 4::!:sq ~ day of_ //?-?7rcN, 196f 

3 -

/-
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- Um:TEl) STATES ATOMIC ENERGY COMMISSION 
· Savannah River Operations Office · 
. FINDINGS-AND DETERMINATION 

.' 

AUTHORIZATION FOR MODIFICATION OF COST-PLUS-FIXED-FEE CONTRACT 

SYLCOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC • 

Gontr.act No• AT(30-l)-1293 · 
Modifica~ion No. 31 

·The.AtomicEnergy,Commi~sion proposed to modify its cost-plus-fixed-fee contract 
with Sylco~Division, Sylvania Electric Products Inc. to- define the scope of. work 

· to b~ performed by the Contractor duri~g the period April 1 through Septemb~r 30, 
1962. ·The total esti:maf;:ed· cost of· the work under the Contract. during thiS period 
ls $1,-828,791. o£' which $101,.691 :tepresents: the .fixeq fee. 

I hereby find.that a modification to the cost-plus-fixed_-fee type 
necessary for the following reasons: 

contract is 

I 
L: Spec:f;ficati<lns for:. the production. of ·metal units- are not sufficiently 

definitive to permit e,O:t,~ring a~ -immediate _unit..;.p,rice arrangement~ 

2. Program requirements ax:.e subject to-immediate change. 

3. Co~tinuous process development is ~equired~ 

· 4. The estimated costs under this modification are considered to_ be reasonable. 

s. The proposed fixed fee' of $101,691 averages six per cent of the-estimated 
-cos·t fee base, is within the :AEC fee curve limits, and is considered fair 
and equitable. -

. . 

Upon the basis of the fin<lings. s.et forth above,. I hereby determine that it is 
imprac-ticable to secure services of the kind· and quality desired without the use 
of a cost-plus-fixed-fee Suppl\:!.mental Agl:eement, and '1 hereby- authorize. the use 

.·OS said_ Suppl:emEmtal Agre~ent. . 
. . . j -. 

, . - . ,/ 

By: __ ~~~--~~~--~--=---~-­
R. C: Blair~ Man<lger-

Title: Savannah River Operations Office 

·nate: MAY 1 o ·1962 
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UNITED STATES ATOMIC ENERGY C~SSION 

CONTRA.C'J,'OR 

· SUPPLEMENTAL AGREEMENT TO 

EFFECTIVE DATE 

Savannah River Operations Office 

Modification No. 31 
Supplemental Agreement.to 
Contract AT(J,O .. l) -1293 
SYLVANIA ELECTRIC J?:RODUCTS INC. 

Sylvania Electric Prcducts Inc-. , 
Hicksvill~, Long Island, New York 

. . . 
Aniend the scope of work and revise the · 
estimated .cost and fixed fee. 

April 1, 1962 

. . 

RECAPITULATION OF REVISED COSTS AND CQMMISSION OBLIGATI 

Previous Direct Cost .. · 
(Modification No. 30) 

This Modificatio1;1 
(Net-Increase) 

New Totai- Direct Cost 

Pr:evious Fixed Fee 
·: . (Modification No. 30) 
Thi-s 'M()dification· 

(Net Increas~) 

SROO -·-

$17,526,429 

l, 717", 918 

~ 19,244,347 

$~1,016,949. 

.. 
.NYOO 

$3 '951,805 . 

-0-

$3,951,805 
.j 

$ 172,~50 

-0-

TOTAL 
. ~ 

.$21,478 ,2"34 

1-,717,918 

$23, 19"6 ,152 

$ 1,189,099 

· ·New Total Fixed Fee 

. 101,691 

$ 1,1i8,640 $ 172,150 

10i,691 

. $ ·1.~90,:790 

· Total Esd.mated Cost 
and Fixed Fee 

. Total Amount· obligated 
as of April 1, 1962 

$20,362,987 

'· 

. $4,123 ;955 $24.486.942 . 

$24,486,942. 

! . 
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UNITED STATES ATOMIC ENERGY COMMISSIOlil 
Savannah River Oper~tio)l.S Office 

Modificatian· No •. 31 
Suppiemental Agre~nt t~ 

• Contr~ct No. ·AT(30-l;.) -:1293· · 
SYLVANIA ELECTRIC PRODUCTS INC. 

·THIS SUPPLEMENTAL A,GREEMENT, e~tered into this 3/4 . day of ~, 1962, . 
effective April ·t, 1962, by and between the UNITED:STATES OF~ (hereinafter 
referred to as the "Goyernmetiti'); .as represented by the UNITED ·sTATES ATOMIC _ 
.ENERGY COMMISSION (h(!reinafter referred to as the ''COJimri.ssi.on''),. and SYLVANIA 
ELECTRIC PRODUCTS INC. (hereinafter referred to as the "Contractor"): · 

WITNESSETH THAT: · 

WHEREAS, as of. the lOth 4ay of December, 1951~ the Goverrime[tt. and the Contractor 
entered 1nto Contrac~t: A't(J0-1)':"1293 _for ~he perfonxw.n~e. by the·Con;t. ctor of 
certain--work for .the Governm_ent iri.volvf:ng the use and oc·aupancy of,:·:·,he_ land ·and 
buildings of the Contractor on Cantiague Road in llicksville, L9ng s.land, 
Ne:w Yo~k; and · · · · · 

wHEREAS, said Contract. has heretofore been amended from. time· to time and the 
part-ies desire ·to further amend said Contract to revise. the scop-e .of work and 
certain terms and condl tions ·as hereinafter set forth; and 

WHEREAS, this Supplemental AgreemeQ.t is authorized by the Atomic Energy Act of· 
19 54 , as amende·d: 

NOW, THEREFORE, the parties her~to do mutually agree as follows: 

1. Appendix· "B" Modification No. 29, Contract Ax(30•1) -12-93 is ;revi_sed ~s of 
April 1, .1962, and· is attached her.eto and tilade a ·part hereof._ 
. . ,I - • . -

2 •. Parif,graph l., Esti~te of C()st and Fixed Fee, of ART1CLE lV .. ESTIMATES OF 
COSTS, OBLIGATION .. OF FUNDS. AND ·FIXED.FE'E, .is revised' to read as ·follows: 

... :. 

111. Estimate of Cost a~d. Fixed Fee.- The. presently estituiited cost of the 
work un:der thiS Contract _is $2~,196,.152, e;Kclusive of_ the Contract.or's 
fixed fee. The Cont.ractor 's fixe·d fee J as set forth in :par.agra~h · 2 • , · 
Article V ~ of the :contract is $1,2~0,790. The-·estimated co~t of the 
work, a:s descri~d in ·paragr~ph· L of the Article, entitled, SCOPE OF 
WORK, for the period April 1, 1962,- to Sept-ber -30, 19~2, is ' · · · 
$1;727,100, exclusive of the Contracto~'s -fixed fee of $101,691." 

3. In paragraph 2. , . Obligation of Ftl~ds, of ARTiCLE IV - ESTIMA'rES ·OF COST, 
. OBLIGATION OF .FUNDS, AND FIXED FEE~ delete the Hgure, "$22;66T,333" and 
substitute therefor the figure "$24,486,942.n 
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Modification No. 31 
Supplemental Agreement to 
Contract No. AT(J0-1)-1293 
SYLVANIA ELECtRIC PRoDUCT,S I~C. 

4. The foliowing new. subparagraph (c) is added to paragraph 2., Fixed Fee, of 
ARnCLE V - ALLOWA~LE. COST AND FIXED . FEF;_: 

11 (c) The fixed ~ee applicable to work performed during- the period 
Apx:il 1, 1962, to September 30, 1962; is $101, 691.·" 

5 •· The fol19wing new subparagraph (c) is added to paragraph 2., Payment. of 
Fixed Fee, of ARTtCLE VI- ~-l'AYI{ENTS:: 

"(c) 
- -

For the period April l, 1962, through Septemb~r· 39, 1962, ninety 
per cent.--(,91) of the fixed- fee of-. $.l,:Pl,691 shall become due and 
payable in monthly. installments of ~15,254·. 11 

6. Paragraphs 1. and i. of Ar~iele D(- l'ATENTS, are revised to r~ad as 
-_tollows: _ _ 

lit. Whenever· any ·invention or dis·c~very- is inad,e ·or c~n.ceived'£y the 
_Contractor or its ~ployees in tiie ~ourse of' or under this -A:gre~ent, _ 
the Contra~tCir shalt ·furnish the ·couliidssion wfth compJete infoima.tion 
thereQn; and the CoD;Itllissio~: _sha'ti ha~e the .s-ole power to determine -· 
wh~ther or· not ilnd where· a p_atent applicatio_n shall be -filed; and to­
determine_ the disposition of the title and_ rights under any .application 
ot patent that may result; provided·~- ~o..,e-ver t that with res.J?~ct_ to -
such inv\ent:ions or discoveries made o.r conceived in the eourse:.of, 

112. 

or. under, the. te·nn8 of paragra-ph 1. _of Article. I, the Contractor, in 
any event, shaH retai-n at iea,af. a uonex,clusive, irrevi:icable,. r-oyalty­
f.ree .license under said invention, discovery, application, or patent, 
such license being liudted .to the manufacture., use' and sale 'foi- .· 
purposes· other tll.an use.in·the. production or utilization of special 
nuclear material ·or_. a~omic · en.~rgy.- -Subject to tlie lici~mse re~ained 
by the Contractor;· as provided iit this Aiticie,-the_judgmei\t:-of· the 
Commission on thes-e matters shall.be··aecepted as final; and the· Con• 
tractor, for itself and for_- its elifployees ~. agrees that the iriven.tor, 
or inventors will execute- ail doctiments- and do all thing's. necessary 
or pro'per to carry· out the j~dguiaut: of the c_~sSion. . 

.- . o' '\ . -

No claim-for pecuniary ll,WS.rd Clr COmpensation under the provisions of 
the Atomic Energy Acts of· 19_46-.and 1954 shall be asserted by the· 
Contr_actor or its emp~oyees ~ith · r,espect to any i'ny:ention or discovery 
made- or conceived in the course.· 0 f or under this Agreement. II . 

- 2 -
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Modi'fication No. 31. 
Supplemental Agreement to 
Contract No. AT(J0-1)-1293 
SYLVANIA ELECTRI.C PRODPGTS INC. 

8. All other terms and conditions of the Contract remain -·tmchanged • 

. IN WITNESS WHEREOF the parties hereto have execu-ted_ this Modification as of 
the day and year first above written. · ~,( 

UNITED STA~S OF AMERICA . t:;;, 
.BY: U. S~ :ATOMIC ENERGY COMMISSlONpa~-

. ~J::.. P!-
BY: . -~. ~ 

. ·R. ·c. Bbir, Mai'lager 

-WITN.· ESSES: •. ~ 

·. ~ .~ 

(A,ddress 

_I, 

of Sylvania Electric P:rodu~ts· Inc., named above; "that i'f ~/fi. /)? ~ 2.. 

:Wh~ ·signed this Agreement ·on. behalf of said corpor~tion_, wa"s then/J1;6. /116j. . . . . : . 

--"-J:~-. ~yL..· ~'-....l. t...,._.:·~...;.'J.~·--·. :ul[)-'-'r.,.v~o.::· _,;·:.-· __ o.f ~aid-. ~o~porati~n ;· and . that this Agreement w~s dul~. 

signed for and in behal.f of said corporation by authority. of its goverliing. body 

an<i·· within" :i:he ·scope of i~-s corporate powers. 

. WITNESS my hand a~d s~al of said corporation this ;6 ·. day o{ /Jt.zy ' 1962 ~ 

. - CORPORATE SUL · 

- 3 -
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SCHEDULE I 

Contract No. AT(30-l)-l293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix 11 A 11 

SAlARIED EMPLOYEES 

Job Classification 

Manufacturing Manager 

Engineering Manager 11811 

Engineering Specialist 
Plant Manager 11C11 

Section Head 

VBnufacturing Superintendent 
Supervisor of Product Engineering 

Exempt 

Advanced New Product Development Engineer-Sylcor 

Advanced Research (or Development) Engineer 
Engineer-in-Charge 
Supervisor of Quality Control "A" 

Equipment Design Specialist­
General Foreman 
Project Engineer 
Research (or Development) Engineer 
Supervisor of Cost Control "A" 

Safety Engineer, Sylcor 
Research Metallographer 
Senior Engineer "A" 
Supervisor, Production Control 
Supervisor, Quality Control 11811 

Supervisor, of Personnel 11811 

- 16 -

Grade 

13 J 

12 J 

llJ 

10 J 

9 J 

8 J 

7 J 

Monthly 
Salary Range 

$1123 - $1865 

996 - 1670 

912 - 1520 

830 - 1375 

740 - 1230 

671 - 1115 

612 - 1015 

Revised August 13, 1962 

USDOE 017240 



SCHEDULE I 

Contract No. AT(J0-1)-1293 with 
Sylvania Electric Products, Inc., 
Sylcor Division 
Appendix "A" 

SALARIED EMPLOYEES 

Job Classification 

Contract Administrator 
Equipment Designer, Sr. 
Purchasing Agent 11A11 

Senior Engineer 11B11 

Supervisor of Security_and 
Administrative Service 

Supervisor of Maintenance 11B .,_ 
Toolroom Foreman 
Foreman Class I 
Tool Coordinator 

Buyer 
Cost Analyst & Statistician 

Exempt 

Supervisor of An Accounting Department Section 

Engineer 
Foreman, Nuclear Products 
Industrial Engineer 
Accountant, Se-nior 
Technical Foreman II 
Personnel Assistant 
Systems and Procedures Ana;Lyst, Jr.­

; 

General Wage Increase - effective August 13, 1962 
raised maximum of monthly salary ranges _ 

- 17 -

6 J 

5 K 

4 K 

Monthly 
Salary Range 

$ 567 - $940 

544 - ' 870 

497 - 795 

Revised August 13, 1962 

USDOE 01724:1 



SCHEDULE I 

Contract No. AT(30-1)-1293 with 
Sylvania Electric Products, Inc., 
Sylcor Division 
Appendix 11 A 11 

SALARIED EMPLOYEES 

Job Classification 

Master Craftsman 

Technical Associate 

Design-Draftsman 

Material Requirements Clerk 
Production Supervisor I 
Maintenance Supervisor I 
Technician, Senior 
Production Scheduling Clerk 

Draftsman 
Accountant, Junior 
Production Supervisor II 
Safety Inspector 
Supervisor of Plant PTotection 

Employment Interviewer & Counselor 
Buyer, Junior 
Nurse, Senior 
Technician 
Stock Clerk 
Production Control Clerk 

Payroll Accountant 
Purchasing Clerk 
Secretary, Senior 

Non-Exempt 

- 18 -

Weekly 
Grade Salarr Range 

65 $ 132 - $ 198 

64 123 - 185 

63 11 5 - 172 

62 106 - 162 

60 95 - 144 

59 89 -. 135 

58 84 - 127 

Revised September 3, 1962 
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SCHEDULE I 

Contrac~·No. AT(30-1)-1293 with 
Sylvania Electric Products, Inc., 
Sylcor Division 
Appendix "A" 

SALARIED EMPLOYEES 

Job Classification 

Draftsman, Junior 
Nurse 
Production Section Leader 

Production Control Clerk, Junior 
Technician, Junior 
Secretary 

_Accounting Clerk, Senior 
Stock Clerk, Junior 
Statistical Clerk, Senior 

Clerk, Senior 

Accounting Clerk, Junior 
Statistical (Technical) Clerk 
Telephone Operator II 

Clerk-Typist.. 

Non-Exempt 

General Wage Increase - Effective September 3, 1962 
and Change from Monthly to Weekly Salary Ranges 

- 19 -

57 

56 

55 

54 

-52 

Weekly 
Salary Range 

$ 80 - $ 120 

75 - 111 

72 - 103 

69 - 96 

69 - 84 

Revised September 3, 1962 
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SCHEDULE II 

·-:-,.,.., 

Contract No. AT(30-1)-1293 with 
Sylvania Electric Products, Inc. 
Sylcor Division 
Appendix 11A11 

HOURLY EMPLOYEES 

Job Classification 

Tool, Die & Model Maker 11A11 

Machinist 11 A11 

Electrician Specialist 
Inspector 11 A" 
Sheet Metal Specialist 

Mechanic 11A11 

Welder 11A11 

Sheet Metal Worker 11 A11 

Electrician 11 A11 Y 

Welder I 
Machinist I 

Machinist 118 11 

Carpenter 
Inspector 118 11 

Mechanic "B" 
Process & Equipment CheCker· 
Assembly & Furnace Brazi'ng 
Rolling Mill Operator 
Melter 
Guard Sergeant 

Non-Exempt 

Fluoroscope Operator & X-Ray Inspector 

- 20 -

LG 12 

LG 11 

LG 10 

LG 9 

LG 8 

Hourly 
Salary Range 

$2.97- $3.56 

2.81 - 3.39 

2. 65 - 3.19 

2.50- 3.00 

2.36 - 2.84 

Revised September 3, 1962 
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ll. A. KcPMly • Clllef of Coutraeta 
Cocc;rc.cta aud Procure..Dt ~aocb 
A•ua.t.ttaUve Dtvulcm 

October 22, 1%2 

Al'l'EJIDIX ••A." • COHnACT AT(30-l)•U.93 Wl'JR !lLVIJU.A EU'CTRIC 
PIODUCD lJC. 

AC:PS 

!.ttaehed for )'0'2r ioforaation and fila h a copy of Appendix "A.:' 
Co11.trect AT(JO•l) -1293 with Sylvania !lac:tric Producta Inc. 

Attactaeat: 
Aa atated 

~ .... , 
ll&.r Diriaioa (4 cy..) 
In:f~n: DiYilll.on (1 cy .) 
Security bivieion (1 cy.) 
'I'M Di:ri.aioo (1 cy• .) 
Office of Cbial eoua.-1 (l ey.) 

~~rr ~-·~-<P ~;:,1 
ProcuA..nt , C&l kaocb, Ada. Div. (l cy.) 

l .~ .. l 
r .. I , 
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9/13/62 

UNCLASSIFIED 
Review at Sy1oor Proposal DC7 21..00-H tor period October la 1962 to 
September ao. 100~. · 

~ff.3 
; .... "/. .. 

Total Cost aDd Unlt Cost . - ~-w .. J ... .< ~~,.-,;~ ... ·.c .... , •.•. ·.- ...d..... 
The total costs tor S;rlcor 1n FY 1963 using the est!miited cost tor nine' 
mont~ frota proposed DCF 2150, ootuel Julfl962 costs and eotl.mated 
costs trom the amounts approved 1n AprU 1002 for August aod September 
nre about 33,407,000 or oome tSB:J,OOO mn t!Jo.n ls l.ncluded ln the 

. currt)nt 8\kiget tor FI 1963. 

The major oouse tor concern here la the fact thGt tho eatl.mt.od total 
coB't ond Wllt cost for Mark V-B1 s increase over the !rudget est!Jn:lte. 
Our FY 1963 'Omgct asttmataa vera be.sed on tha flaau.rnption that n r in­
less !·!.srk V-B dement wuld be produced vlth a rlbbod \13sber !l!J a 
spacer. H01..tever, tbe 3ylcor propot!el ls baaed on the assumption thet 
tbe major portion of the V-B production vUl be !~ type elements. 
This 1ncroe.ses tbo untt cost of syloor V-B elemont5 $.69, !rom $1.78 
to $2.47. It ws our uoderstaoo~ toot 1..f ve couldn1 t produce Hark 

. V-B' a at about the onme costs ns Hark VII-A 1 ' b;y the end ot FY 1963) 
w might conaldor some other type fuel element. Aro ve to continua 
vltb J-B1a even though tho unlt coat la not competitive vltb VII-A's? 

The tollov!.ne are tables oomparl.ng proposal cotrts vlth the Budget. 
For (a) Total Budget, (b) Unlt Costs Collplri.son, (o) V-B Unlt Costa, 
(d) Unit Coats V-B vitb Fins,. {e) Unit Cost V-B Ftnleoa, (t) FY 1963 
Production Comparison • 

... 

TABUi A 

Prod~t1on nnd Unit Coot 

Mark VII -A Cost 
Mark VII-A Production Lba. 
Mark VII-A Unit Cost 

Hnrk V-B Cost 
Mark V-B ProductiOn Lbs. 
Mark V-B Unlt;Cost 

Total Natural Canning 
Thor lum Ca nn l.P..g 
Devolopment 
E..'1ulpoont 

Total 

FI 1963 Sy'loor 
BW,get Propo®,LW' Y..!td.fulP~ 

$1,069•000 $l,QOl,OOO 
. ooo.ooo 848 ,ooo 

$l.ll !·1.18 

_$1.208,000 
678.-000 
$1 .. 78 

~1.709,000 
692,000 
$2.47 

S2,7~!m 
165,CXX> 
240,000 

. &92.000 
f.3,4{)7.CCQ 

rJ! Includes nino monthc from Sylcor Proposel DCF 2150-H plU5 July 
1962 actunl plu.a August nnd September !rom Flnt~ncl.al Plan approvod 
ln /\prU 1002. ···.-.·-··· , .. , ... ,. .. " .~" ·;• ·· 
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TAHIR B 

Total Est. Coste 
Product !.pn Lbs. 
Un1t Coot/Lb. 

FI 1963 Budget 

§/ Asaumed Amount 

A atual VII -b FY 1962 
Totlll Cost.s 
Production Lbs. 
Unit Cost/Lb. 

TAlliE !; 

i-B &wDJJa[ & E1Dlua§ 
July 1962 
August 
September 
Ootober 
JJovember 
December 
Janua.ry 1963 
P'ebruaey 
Marob 
AprU 
&y 
Juno 

Jul.r 
.August 

Japtember 

-2-

DuPont DuPont syloor 
Out.erft ~l&lb~ Cann1gg Igtal 

e2,251.ooo - 46,000 &1,709,000 $4,306,000 
1,608,000 

$1.40 692# e. 
692,000 2,300,000 
$2.47 t1.B7 

~1.40 $.66 $1.78 ~1.71 

$2,396,000 $414,000 
1,415,000 1,002,000 

G1.o9 e.22 
$2,103,000 $4,913,000 
1,902,000 3,317,000 

~1.11 $1.40 

Unit Coot Eetlmteo ;2Cfl FY l963-6~ 

~tnd. LhBI t&:it. Iln11i Co~tt.!Lb. 
4,'100 & 24,000 es.10 

21,000 64,000 3.05 
21,000 50,000 2.38 

"20_.000 82;~900 4.14 
ro,ooo 79,200 3.96 
32,000 87,500 2.73 
74,000. 186,200 2.52 
oa,ooo 219,500 2.23 
1~4,000 232,800 - 2.24 

·100,000 239,100- - 2.30 
100.000 233,500 - 2.33 
100,000 225,100 2.25 

100,000 1.36,300 1.36 
100.000 220,500 2.20 
100,000 212,800 2.13 

It Vooatlon 100nth - Production estlmBtes 'Jere not adjll!ltcd. 

-'·' L( I\. 
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TABlED 

Mlrk V-B Fins 
Jui)-
lnJgUSt 
Septembsr 
October 
!lovember 
December 
January 
Fobruary 
l·uob 
AprU 
l·ny 
Juno 

- 3 -

Produet1Qn Lba. 
4.700 

21,.000 
21.000 
oo.ooo 
ro.ooo 
oo,.OCX> 
ro,ooo 
44.000 
60,000 

100.<Xl0 
1oo.ooo 
100.000 

100,000 
100.000 
100,000 

Cos\ 
f. 24.000 

M.OOO 
so .. ooo 
73.000 
69.000 
aa .. ooo 
07.000 

. 121,.000 
156.000 
224.<XX> 
228,<XXl . 
219.000 

w.ooo 
-214.000 
20G.<XX:> 

* Vacation 1110nth - Production eatlmtee \~'ere not adjusted. 

TARIE E 

Mark V-B f1n1eea 
July 
Auguet 
September 
Ootob&r 
11ovemb9r 
December 
JaOUfU'1 
:hbrusuy 
l·lu"cb 

. AprU 
~ 
J\Ule 

ProductlQ.n Cost 

$ 5,300 
5,000 

14., 700 
96.000 
oo.exx> 
73,0CX> 

!lDUc ~:di 
$5.ll 
~.os 
2.38 
3.65 
3.4.5 
3.40 
4.35 
2.89 
2.60 
2.24 
2.28 
2.19 

1.27 
2.14 
2.00-

I.J.nit Coat 

~1.22 
1.76 
1.63 
1~65 

US DOE 017 453 
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TABLE Jl' 

Mt.!J:~ ill-A IQma Mm:t.:: V-B Ion~ 
DCF 2150 OCF 2150 

Fp:IW scy Bud@t sgr 

~ F'Y 196J Prod. 

Pro<luotiog 

Ju17. 80 46 E 2 
August W so S4 12 10 
Septel!lbcr 11 so AL 10 10 
Octo~ 20 70 10 10 
Uovember 80 70 10 10 
December 80 70 10 16 
JanuOl")" -0- ..,()- 46 J7 
February ..,()- -o- 46 49 
Marob -0- -0- 46 52 
l!prll -0- -0- 46 50 
Mq -0- -o- 46 50 
June ...±.. ...±.. ...A!J_ _2Q_ 

...AruL -'.?L.. m.. ~ 

• 1-.oto.nl 

ll/ From Lett~ of March l2, 1962 · 
; 

. -... - ,..-. 

·- .• :: , ·• 
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·.1> .·i szun:.t 
Cost K)gmrlgnop Prey[oug Per1Qc1 

For the alx months period end~ September 301 1962 it appears that 
there vUl be a allght .overrun ot coste of about t3e,OOO out of an 
estlmated total ot $1,829,000.. This OTGrrun ls prf.merl.4 1n Du Pont 
tooling. For other aotlvltlea, tbe aotua1 vs the eat.l..mate ls very close 
oa·tollows. 

·Conning 
Development 
t.quJ.pment 
Tooll.ng 
Fee 

Total 

Oyerbeld 

Projeotoo 
Agt;us1 

Actual 
F ln. Plan Over( Under) 

(In Tbousanda of Dollars) 

1,491 
42 

151 
4J 

_lOg, 
~ 

Overhead aa a peroentago o! direct labor lnorensoa from a rate of l.0-4% 
ln n 1962 to an eati.llllted ~ for the ensuing period October 1, 1962 
to Septeabor 30, 1003. 'Wltbl.o the overhead aoocnmta,overbo&d Labor 
sbova an aot.ual l.ncrease ~ $21,000 l.n FY 1963 OTer FY 1962J oceupsnoy 
sbova an lnorease ot some $33,000. An explanation abould be prorlded 
vh:y overhead oe.nnot be reduced .1110re since total output t'rom s,1oor ta 
be l.ng redu.oed a bou\ 39',(, 1. e. 1 total D!l tUl'll.l · Ul"Bnlum slug a produced l.n 
FI 1962 - 2,225,000 lbsJ estllllated natural U1"'l!d..)m alug1 to be produced 
1n t.ncoml.ng period o! 1 1 3681 000. There !.s oo appreciable change t.n other 
actlv1tiea such as equipment, development, eto. 

usooE 011455 
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l:n Overhead OoJapariaon Follova 

Actual 
FI 1262 

Overhend Labor 340 
Operating expen3es 220 
Utilities 56 
Occuplllley 63 
Pgyroll Co~ts 315 
Hlov. Dir. Serrlce 77 
.U1ov. Area Serrlce 6o 
Allov. Soouri ty' 52 
Expenae Trenatttr (11) 
Linbllity Ina. 5 

To tel. J..lXl 

Direct Labor 1,128 

1\.atio 104% 

SCN Eat. 

~~~~~ Actu.a], (OYex:) Under 
(ooa Om.ttted) 

361 21 
205 (15) 
62 6 
% 33 

220 (95l 
72 (S 
.38 (22 
55 3 

11 
_i --
Lll! _!ill 

934 (],94) 

ll9t 
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Aotual Gt.cA for FY 1962 vas &159.,000J tbo estlmate for the ensuing 
~l.od 1a UOO.,O<Xl. However., the actwU rate or G&\ tor the last 
o&T81"81 months has bean at an annual rate o! about $200.,000. 'l'bo 
G&A cost 1n n 1961 vaa U73.ooo. It te e.siW!Ied that corporate 
obocges account for the change 1n G&A ~rates. The P'Y 1962 lovel was 
1m~ because ot adjustmenta aa a result of audits? 

12 treat Lnbor 
D1reot labor decroa~ $194.,000 from the FY 1002 level of $1.,1281 000 
to an eotl.mated $934.,000 1n P'I 1963. This l.s a reduotlon tn direct 
labor of ':!JJ/. YhUa produotlon decreases about 41:1/-. 

Materlala 
Materl.al costs deoreaee about $95.,000 !rom $9371 000 in FY. 1002 to o 
total ot $842.,000 ln n: 1003. The \180 o! hlgh ooet Mark V-B cans 
1.n FI 1963 probabl;r rsooount9 for thero not bel.ng a greater reduotlon 
tn I!J!lterW oosts 1.n FI 1962. 

Per so nne! 
Since w are spe.ndlng large 9'11Dl8 o! money- for development at SRL, 
1"* ~ oecossar;r tbst ve eseentl.al.l7 double the develop:aent force at 
Sy-loor v1th1n tho next. yeart It \IOu.ld aUo aeem posalble that a 
reduotlon ot 1110re than 00 peoplo could be made at ~'7lcor vlth a 
ourtaUed program. 

Conol.ws io01 
1. A deololon be obtnlned fro.~a Hsnngemont ao to vhotbar or oot ve 

YW continue yf.th V-B' 9 wen though the Wl1t coats exceed VII-A 1 s 
and OTen tbccgh ve baTO Wormed ileadqunrters that w vlll not. use 
an eleJllBnt U' ~hn unit oost eJ{ceaq'J VIT-A. 

2. It Yanagement nocepts the ce.rmlng of V-B' s ao outlined 1n "the s;rloor 
propo~• obtaln ju:stltl.oatlon for t~a fol.lo'Jl.ng. 

JuatU1oat1on for dise!"epanc1os tn overhead. . 
Juatltl.catloli ef,:1ocreased level: or devel.opllleat, peroonnel 
nod roaeone vb;'r per~nnel cannot dearesso more ae produotlon 
1a greatly curt!~ Ued. . . 

• -··.:_a 
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SFONSORED TASK. NO. CH~ 
K>DIFICA.TION W. 11 

CONTRACT AT-(30-1)-1293 

APPENDIX "C" 

WORK: UNDER PARAGRAPH 2 OF ARTICLE I 

TillS MODIFICATION, entered into as of the 28th day of ::c:j?i:e;~er , 
1962, by and between the UNITED STATES OF .AMERI~ (hereinafter called 
the "Government"i, acting through the UNITED STATES ATOMIC ENERGY 
COI-IfiSSION (hereinafter called the "Commission"), and SYLVANIA ELB;!RIC 
PRODUCTS, INC. , SYLCOR DIVISION (hereinafter called the "Contractor"); 

WITNESSETit THAT: 

WHEREAS, the Government and the Contractor entered into a certain 
agreement known and designated as Sponsored Task CH-4 (hereinafter 
called the "Agreement"), such Agreement_ having been entered into on 
July 1, 1959, and having been modified heretofore by Modifications 
1 - 10; and 

WHEREAS, the parties hereto desire to modify said Agreement further 
as herein provided; 

NOW, THEREFORE, the parties hereto agree that the Agreement, as 
heretofore modified, is hereby modified further in the following particu­
lars, but in no others: 

.· .. 
'~ 

1. The fol.lowing new subparagraph is added to Paragraph 1, Description; 
of Work: 

·~uring the period October 1, 1962, through December 31, 
1962, the Contractor, in accordance with the letters dated 
August ·7, 1962, and August 30, 1962, from C. L .. Karl, Manager 
of the Commission's Cincinnati Area Offic~ to the Contractor, 
and the Contractor's letter dated September 11, 1962, which 
letters are hereby incorporated herein by reference, shall 
proceed with (1) the final machining of semi-finished Mark VII-A 
cores as heretofore provided in the Agreement and in said let­
ters; (2) the nondestructive testing.of the salt-oil beat treated 
cores supplied by the Contractor under Sponsored Task CH-4; and 
(3) the close-out activities required to complete Sponsored 
Task CH-4." 

2. The fixed-fee specified in Paragraph 3. is hereby increased by 
$3,020.00 as a result of the work added thereby. 

NP\K.~-s£ 
s~,.,·~ tG, -lAJG 

SYL00051391 
~~~ 
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3. The completion date of the work stated in Paragraph 4. is 
changed to December 31. 1962. 

4. The amount obligated by Paragraph 5. is increased by $53,360.00 
as a result of the work added thereby. The revised amount of the Agreement 
is now as follows: 

Estimated Fixed 
Cost Fee Total 

Obligated thru 
Modification No. 10 $1 'us. 462.00 $68.754.00 $1 '184,216.00 

This Modification 
No. 11 50,340.00 3 1020.00 53.360.00 

$1,165,802.00 .$11, 774 .• 00 $1,237,576.00 

Except as otherwise provided in this modification, all the provisions 
of the Agreement as heretofore modified or supplemented shall remain in 
full force and effect. 

UNITED STATES OF AMERICA 

BY: 

BY: 

SYLVANIA ELECTRIC PRODUCTS, INC. 

~•or~<> if; 
D. B. Me{/' · 

TITLE: Manuf'actur 1ng Manager 

.. 
'~ 
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Name: 

SR.:.A-137 

APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(30..:1) -1Z93 
REVISED OCTOBER 1, 1962, UNDER 
MODIFICATION NO. 32 

.As provided for in paragraph 1 of Article I of Modification No. 29. of Contract· 
AT(30-l)"-1293, thiS. Appendix 11 B11 4escribes the ·scope. of work to be. performed by 
·the Contractor for the per!odOctober 1, 1962, thiough Septenther 30, 1963. 

\·, MARK VII-A -.MARK V-B .(timer-Fuel) 

a .. The Contractor shall manufacture arid furnish to the Commission{ 
Mark VII-A and Mark V-B slugs at monthly tonnages as follows: f 

Period· 

October 1962 
November 1962 
December 1962 
January 1963 
February 1963 

·March 1963 
Aprii 1963. 

:May t96J · · 
June 1963 
Jul:Y 1963 
August 1963 
September.l963 

Mark VIt-A (Tons) 

70 
70 
70 

0 
0 
0 
0 
{) 

0 
·. 0 

0 
0 

Mark V+B (Tons) 
Integral Rib Ribless 

10.2 
. 10.2 

HL2 
27 .o. 
38.0 
53.0 
71.0 
71.0 
71.0· 
48.0. 

. 71.0. 
·59.0 

0 
0 
6 

27 
27. 
22 

0 
() 

0 
0. 
0 
o· 

b. The Contractor shall produce by November 29, 1962., 50 Mark V-B IF 
ribbed dummy slugs according to Du Pont Drawing· SSK 4-3-224 uSing . 
unplated stainless s"teel as the core m:aterial rather than uranium. 

2·. · MARK V~B (Outer-Fuel) 

Maint'ain Mark V-B outer-fuel· element facilities in ready ·standby which shall 
include such mini111Ulll token opera.tion as required to maintain capability. It 
-is· understood ~hat mini~ token operation will not exceed an av~rage pro-

. duct ion of approximately 100- pieces per. month. 

SROOResponse-to 
FOIA (SR) - 04:.028 
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APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT- NO. -AT(30-l) -1293 
REVISED OCTOBER 1, 1962, UNDER 
MODIFICATION NO. 32 

3 . PROGRAM DEVELOPMENT 

a.- Mark- V-E _ 

Initiate development of a process for canning_Mark V-E inner-fuel 
elenients by the hot pressure bonding process~ Contractor wili 
conduct a program; using :its best efforts, toward the preparation of 

- . approximately 1,-750 flow- test, qualification~ and reactor test pieces 
by June 1, 1963. · · · 

The program shall include the preparation of- specifications and 
operating procedures for canning Mark V-E inner fUel elements, 
including all necessary research development, canning and data 
accumulation. This program will· also include the design of th~. 
necess11r:r to~ ling and e. quipment -for. conve_ rting. to a. p:oductio~ 
program 1.n e1.ther- hot pressure bond1.ng or hot die· Sl.Zl.ng procfpS, 
whichever method is author:tzed by .the Comillission. _ _ ' 

. b. iiot·DieSizing ' -

- Continue investigation. into the hot die sizing process of cladding . 
Mark"V-B inner fuel ~lem~nts to determine the feasibility and economic 
advantages, if- any, of this. method as a- production proGess. Contracto_r 
·shall d'esign, procur~ .and fabricate such equipnient and tooling· as . is 
necessary to· prepare ~est pieces, and conduct experimental procedures. 

'.:";. 

- . . . . . 

Also, the Co11tractor shall prepare specifications and operating procedures -
for canning V-B ari.d Mark-V-E inner fuel elements in a production 1llethod, 
if possible_ •. Further, Contractor shall design such tooling .arid equip!llent 
as is necessary to automat~ 91: _mechanize the process evolved ·and to adapt 
this process to the Mark V-E fuel element when aut:horize~ by the·coDmdssion. 

. -

c. Nondestructive Testing 

, Inv~stigate nondestructive techn'iqti:es for the inspection of all fuel 
element-- cores and slugs processed at the Ricksville plant. The work 
under-this program viil constst of the-following: 

1. Continuation of work on the dey~iopment of a method to detect ·t-he 
.-formation of a '"nickel.:.uranium.- eutectic in hot pressure bo!lded slugs.- . 

2. Design of a positive. nondestructive test for accurately d.isdngu:ish­
ing g~ain si-ze and orientation of uranium after heat treatment and th¢ 
incorporation of .StJch test in the production line· to permit inspection 
of 100 per cent of the cores processed. . 

- 2 -.... 
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· APPENri'rx "B" TO .MODIFICATION No. 29 

CONTRACT NO. AT(30-l)--1293 
REVISED OCTOBER 1; 1962, UNDER 
MODiFICATION NO. 32 

3·. Improvement of a test to measure nickel thickness on cores and the 
plating quality and the modification of th~ equipment so that it is 
applicable to·Mark V•E size cores and can be incorporated into an 
automatic assembly operation. 

4. Modification· of bond testing equipment to cover Mark V-E size cores 
and the incorporation of bond testing into the p_larined automated 

· inspection equipment. · 

5. Automation of recent developments in the field of nondestructive 
testin,g and. the extension thereo-f to .development and production 
programs on· v-·B, V-E, ·and .hot d"ie sizing. 

. 4. . DU PONT TOOLING 

The Contrac.tor 13hall furnish ail materials, services and· supplies n~essary. to 
perform all work authorized by the Conmri.ssio~ in furtherance of .the ·.Du Pont 
Tooling Progra)ll. · · 

5. tHORIUM 

The Contractor shall complete the t):10rium .program initiaj:ed under· Modificat'ion. 
· No. 31 to the Contract. 

. ... 3 -
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SUBJECT: 

- -- ----------------------

.J • S.- Hopkins; Dj,rector 

A~i~~;_ti~~ . 
A.l/~ ~a;;l)~~t~r------
Budget & Finance Division 

DATE: 
OCT ... !WIIf 

YNCLASSIFIED 

REVIDI OF SYLCOR PROPOSAL FOR PERIOD 10/l/62 - 9/30/63 !'0 _ :"0 1..L 
Document No. SR •. t-G..::D::_~tlJ.~7~ 'T 

FB:MER:mp . 
. This document consis:s of Jpage!l, 

We have reviewed Sylcor 1 s proposals fo~~M.-i.2..~oba'ier!I:J .. ..6.?~ 
1962 through September 30~ 1963 and submit the following 
comments~ cost data~ conclusion, and contract modification 
financial information. 

·A. Comments 
On September 10, 1962 a proposal was received from Sylcor 
(DCF 2150-H) covering the operation of the Hicksville 
Plant (SROO work) for the year October 1~ 1962 to September 
·30~ 1963. After review of this proposal, ce~tain questions 
were· raised: 

1. Unit and total costs for Mark V-B·were considerably 
higher than had been bl.l.dgeted. · Also~ finned canned 
inner slugs were now contemplated (at Du Pont. request) 
rather than smooth inners with ribbed washers as origi­
nally planned. 

2. Overhead seemed high in comparison to previous periods. 

3. No explanation was provided for variations in overhead 
accounts (which had been:previoualy requested from 
Sylcor). 

As a result of the above questions, two courses of action 
·. were pursued: (a) Du Pont .was notified of Sylcor1 s estimat·e. 

·for V-B 1 s and. was r-equested to inform ·u.s if the total V-B · 
Progr~ could be done within the previously budgeted FY 1963 
amount; (b) J. J. Wise and N. J. Donahue met with Sylcor; 
hopefully~ to negotiate a downward adjustment of Sylcor 1 s 
V-B estimate and to obtain adequate justification and explana­
tion for "items 2 and 3 above. 

We have been informed by Du Pont that they can stay within 
the FY 1963 total Mark V-B budget even though the Sylcor }-/~tiS 
estimate is higher. oJ. (!fi ~I 

UNCLASSIFIED REOT[JOTED B.\TA. ·-
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A revised proposal {DCF 21Q5-H) was received from Sylcor 
on September 24, 1962 in which a reduction of about 7 
per cent was made in their V-B estimates, Also, sufficient 
"justification, explanation, and analysis were provided 
concerning the overhead adjustments. 

B, Cost Data 

Table I- Comparison of Sylcor's Revised Estimate with 
FY 1963 Estimate . 

Mark VII-A Cost 
Mark V-B Cost 
Mark V-B Prod. 
}~rk V-B Unit Cost 

Thorium Canning 
Development 
Equipment 

Total 

Sylcor . FY 1963 Sylcor Over 
Rev. Est,!!!' Budget--- --(Under) Budget 

$ 870,000 
$1,601,000 

720,000 
$2.22 

$ 162,000 
230,000 
355.000 

$3,218.000 

$1,069,000 
$1,206,000 

678,000 
$1,78 

$ 99,000 
200,000 
250.000 

$2,824.000 

$ (199,000) 
$ 395,000 

42,000 
$,44 

$ 63,000 
30,000 

105.000 
$ 394.000 

!!!' Actual July and August 

Table II - Comparison Sylcor Proposals 

Item -·Activity­
·Mark vn~A 
Mark V-B 
Process Dev, 
·Tooling {DuPont) 
. Fabr, 'Equipment 
Pur. Equipment 
Thorium Canning 

Total · 

Sylcor Proposals 
Original Revised Revised 
Sept, 10 Sept. 24 Over(Under) 

(In Thousands of Dollar8) 
436 438 

2,146 2,004 
290 286 
105 103 
227 222 
129" 134 

___!il ____§Q_ 
3,400 ~ 

2 
(142) 

( 4) 
(2) 
(5)· 

5 
( 2) 

(148) 

USDOE 017 444 
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Table II - Comparison Sylcor Proposals (cont.) 

Item - Type of 
Expense 

Direct Labor 
Direct Materials 
Overhead 
Gen. & Admin. 

Subtotal fee Base 
-Fee @ 6% 
Pur. Equipment 

Total Costs 

Sylcor Proposals 
Original Revised Revised 
Sent. 10 Sept. 24 Over(Under) 

(In Thousands of Dollars) 

934 929 (5) 
842 765 (77) 

1,114 1,053 (61) 
196 194 ____ffi 

3.086 2,941 (145) 
185 177 (8) 

J@ 134 5 
3.400 3,252 _li48) 

The significant change in Sylcor 1 s estimates as evidenced above 
is: (a) Reduction of $142,000 in !'-lark V-B costs which re­
sults in a reduction of $.18 per lb. in unit costs, This 
reduction in V-B was accomplished through a reduction in 
material and overhead costs; (b) A savings of $8,000 in 
fee is achieved. It is also significant to note that based 
on a month to month tabulation of V-B unit costs (inner 
ribbed), there is a reduction from $3,35 per pound in October 
1962 to $1.77 in September of 1963. 

Table III- Comparison of Sylcor 1 s Revised Estimates for the 
Ensuing Period with Fiscal Year 1962 Actual Costs 

Item-- Activity 
Mark VII-A 
Hark v..:.B 
Process Dev. 
Tooling· 
Fabr. Equipment 
Pur. Equipment 
ThoriUJD ·canning 

Total 

Sept. 24 Proposal 
FY 1962 1962 Over(Under) 
Actual . _Proposal Actual 

(In Thousands· of Dollars) 
$2,103 $ 438 $(1,665) -

707' 2,004 1,297 
438 286 (152)-
108 103 ( 5) 
173 222 49 

.105 134 29 
.,----.....:7_::::.8 6 5 ( 13) 
$3 '712 ~~3' 252 $ ( 460) 

.·'. .. :.··· :--.. --:,:· ... 
j 1 1 .• ' • 

r _._ • .,..~ ;! "· _.:.1111 I> 
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Table III- Comparison of Sylcor 1 s Revised Estimates for the 
Ensuing Period with-Fiscal Year 1962 Actual Costs 
(cont.) 

FY 1962 
Sept. 24 

1962 
Actual Proposal 

Proposal 
Over( Under) 

Actual 
Item - Type of (In Thousands of Dollars) 

Exoense 
Direct Labor 
Materials 
Overhead·---· 

G & A 
Subtotal 

Fee 
Pur. Equipment 

Total 

$1,128 
937 

1,177=104,% 
D 1 

_ _,.1=5=9=4. 9% 
3.401 . 

$ 929 
765 

1,053=113% 
D 1 

-=19~4=7. 0% 
2,941 

177=6.0% 
134 

$3,252 

206=6,06% 
105 

$3,712 

Table IV - Production and Unit Costs 

Product - Lbs, 
Mark VII-A 
Mark V-B 

Total Product 

Costs VII -A & 
V-B 

Unit Cost/Lb. 
% Lbs, Decrease 

2,049,000 
189,000 

2.238,000 

420,000 
948,000 

1.368,000 

$2,810,000· $2,442,000 
~ !1...Tii 

39% 
% Dollars Decre.ase· 13% 

$ (199) 
(172) 
(124) 

35 
( 460) 

(29) 
29 

$ ( 460) 

Comments on Variations Between Actual 1962 and Esti.mates·l963 

Direct Laqar and Materials decrease asa result of decreases in 
production,· However, tlie ·unit cost for Direct Mate~ials remains 
·considerably higher in FY 1963 because of the use of more ex­
pensive Hark :V-B finned cans~ 

Overhead as a percentage of direct labor increases. This is due 
to a normal situation wherein the·reduction in overhead is not 
proportionate to reductions in direct costs. Also,·the OROO 
machining work is scheduled to be discontinued after December 
1962 and therefore, a greater share of overhead must be borne 
by the SROO work, 

usooE 011446 
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G & A as a percentage of costs increased from 4.9% to 7.0%. 
One of the main contributing factors to this variation is due 
to an- aqjustment in G & A in FY 1962 which resulted in lower 
than normal costs. The current G & A rate (last six months 
of FY 1962) is about $200,000 per year. 

Conclusion 
Based on the foregoing comments, cost comparisons, aqd . 
analysis and considering that Sylcor is in a transit~a/ 
period of production going from ~~rk VII-A to V-B, during 
which optimum costs conditions are not expected to exist, 
we consider the pr~~osal to be reasonable and acceptable. 

Financial Information for Contract Hodification 

Estimated Cost and Fixed Fee 

Estimated Fee @ 
Cost & Fee Cost ....§L_ Total 
Mark V-B $1,877,500 $112,644ai $1,990,144 
:Hark VII-A 413,100 24,786 437,886 
Development 269,600 16,176 285,776 
Fabr. Equipment 221,700 13,302 235,002 
Tooling ·.- 97,400 5,844 103,244 
Thorium 61,700 3,702 65,402 

Subtotal 2,941,000 176,454 3,117,454 
Pur. Equipment 134,546 134,546 

Total ~3,075,546 ~176,454 ~3,252,000 

sf Adjusted by $6 to agree with Sylcor request. 

Fee Base 
Salaries 
Materials 
Overhead 
G&A 

Fee@ 6% 
Less $6 Adjustment 

$ 928,700 
765,400 

1,053,100 
193,800 

2, ~)'41,000 
176,460 

6 
$ 176,454 

~.r~. "7"- • - -.~-
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Obligations 
The obligations should be increased by $3,248,617 to a new total 
of ~27,735,559 computed as follows: 

Estimated Cost for·Period 10/1/62- 9/30/63 
Estimated Overrun Cost Period Ending 9/30/62 
Changes in Stores Inventories FY 1963 
Changes in Working Capital·FY 1963 
Estimated Commitments 9/30/63 

Total Est. Obligations 

$3,252,000 
19,310 

( 69, 417) 
(3,276) 

. 50.000 
$3,248,617 

The cover sheet for the contract should be changed to read as 
follows: 

SROO NYOO Total 
Previous Direct Cost $19,244,347 ~3,951,805 $23,196,152 

(Hod. 31) 
This Nod.(32) Increase 3.072.163 -o- 3.072.163 

New Total Direct· Cost ~22.316.510 ~3.951.805 ~26.268.3J.5 
Previous Fixed Fee 1,118,640 172,150 1,290,790 
This Mod. Increase 176.454 -0- 176.454 

New Total Fixed Fee ~ l.g95 1 094 ~ 172.150 ~ 1.467.244 

Total Es~imated Cost 
& Fixed Fee $23 1 611 1 604 $4 1 123 1 955 $27 1 735 1 559 

Total Amount Obligated 
October l, 1962 $27.735.559 

Contract articles should be changed to read as follows: 

Article IV, paragraphs 1 and 2 should read:· 

1. Estimat·e of Cost and Fixed Fee - The presently estiu;lated 
cost. of. the w9rk under this contract is $26,268,315 ex­
clustYe of the contr~ctor 1 s fixed fee. The contractor's 
fixed fee, as set forth in paragraph 21 Article V, of this 
contract, is $11 467,244. The estimated cost of the work, 
as described in paragraph 1 of the Article entitled Scope 
of Work for the period October 1, 1962 to September 30, 
1963, is $3,0751 546 exclusive of the contractor's fixed 
fee· of $176,454. 

·~;,/ .;. .... •.-;·· • 0 ·: • • :; 
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2. Obligation of Funds - The amount presently obligated 
by the Government with respect to this contract is 
$27~735,559. The amount of obligation under this con­
tract may be increased unilaterally by the Commission 
by written notice to the contractor and may be decreased. / 
by written agreement of the parties (whether or not by 
formal modification of this contract). 

Add a new sub-paragraph (d) to paragraph 2 of Article V -
Allowable Costs and Fixed Fee: 

(d) The fixed fee appreciable to the work performed during 
the.period October 1~ 19~to September 30~ 1963 is 
$176~454. 

Add a new sub-paragraph (d) to paragraph 20 of Article VI -
Payments. 

(d) For the period October 1~ 1962 through September 30~ 1963 
ninety per cent (90%) of the fixed fee of $176,454.shall 
become due and payable in monthly installments of $13~234. 

cc: J. J. Wise, Mgr's Office 
Hobbs/Donahue, T&P · 
R. A. H.essick, B&F 

·l 

i 
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To.· -:- ·j ~: t3." Hopkins, Director DATE: JAN j Q 1!63;' 

FROM 

SU~JECT: 

- Administrative Division 

1\-t.~~or 
Budget -& Finance Division 

UNCLASSIFIED • 

REmM OF SYLCOR PROPOSAL OF DCF 2223-H DE~e~~"N~:M.Jr~f~ Z'ff~ 
~:.':~;~;~-.:~-.·~·· . .:·-_.;.·: . 

FB:MER:mp · L/. 
This document consists· of .~age~, 

We have reviewed Sy1cor•s revised proposa~0fk t'lfe ~e~c?t;fi~ 
1962 thru September 30, 1963 and subl!lit the following as a sup­
plement, and where necessary, replace.rrent for the information included 
in my memb to you of October 1, 1962. 

_____ , ______ . 
I. Comparison of Estimates: 

Mlrk V-B 
M:lrk VII-A 
Thorium 
Development 
Fabricated Equipment 
Tool~, 
Purchased Equipment 

·Total Costs 

II. Comments on Estimates: 

M9.rk V.;...B 

September 24 
DCF 2165 

$ 2,003,446 
437,886 
65,402 

285,776 
221,700 
103,244 
134.546 

~-3.252.ooo 

December 20 Change 
DCF 2223 + or -

$2,452;435 $448,989 
448,486 10,600 
64,024 (1,378) 

298,496 12,720 
185,300 (36,406) 

-··· 79,924 (23,320) 
167.200 32.654 

~3.695.865 ~443.865 

The_ increase in esti.m9.ted co-sts of M:lrk V-B is the result of 
.. · increases in production as follows: 

_ Esti.ma.te4 COsts 
Est~ted Prod. Lbs. 
Unit d.ost 

$ 2,003,446. 
949,600 
$2.ll 

$2,452,435 
1,243,200 

$1.97 

J 

$448,98.9 
293,600 
$( .14) 

As urlicated above, M:lrk V-B production increases about 30% 
for t~e period with an increase in costs of only 22% which 
results in a decrease in unit cost. 

Sylcor 1 s estimated unit cost at the end of the contract period )-1f. 
for M:lrk V-B is about $1.85 per pound. a;tl~ -1 

M:lrk VII-A 
During the period October thru December 1962, Sylcor was 
scheduled to produce about 210 tons of Mark VII-A_ slugs. The 
question was raised in our review as to whether or not the 

UNCLASSIFIED, SEC REf 
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210 tons produced during this period included any rework 
slugs which had been canned in a previous period and con­
sequently a fee had been paid. N. J. Donahue-assured us 
that none of the slugs canned in this contract period are 
reworked slugs from the previous contract period. 

III. Redistribution of Costs 

The increase in cost in Mark VII-A and changes in other 
activities except ~brk V-B represent a redistributiQn of 
costs and are not considered scope changes. Excluding 
J~rk V-B there is an actual savings to the Commission in 
fee as a result of the redistribution of costs in other 
activities as follo\tS: 

Overhead 

Change in Fee Base 
Fabricated Equipment 
Du Pont Tooling 
Thorium 
Mlrk VII-A 
Development 

Net Change 

$(36,400) 
(22,000) 

1_,300 
10,000 
12.000 

$(35,100) Fee @ 6% $2,106 

Overhead aosts in the revised estimates are about 101% 
of direct labor compared to an approved rate of 114,% in 
the September 24 proposal. The "going rate 11 for overhead 
is about $1,128,000 for the Hicksville Plant including . 
about $9,000 per month for OROO work. The "going rate 11 is 
about 104% of direct labor. The OROO work was discontinued 
after December 1962. Therefore, a slight increase in the 
overhead rate is expected for the SROO work during the 
period. The total revised estimated overhead for the period 

• for SRbO work is $1,090,000, 

The other items of cost are considered to be reasonable. 

The following is a comparison of the estimates by type of 
expense. 

SE8RET 
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Change 
Sept, 24 Dec, 20 + or -

Direct Labor $ 928,700 $1,073,100 $144,400 
Direct Materials 765,400 967,900 202,500 
Overhead 1,053,100 1,089,500 36,400 
G & A 193,800 198,500 4,700 
Adjustments (Rounding) {90) {1.240) (1.150) 

Subtotal Fee Base 2.940.910 3.327.760 386.850 
Fee @ 6% 176,454 199,665 23,211 
Purchased Equipment 134,546 167,200 32,654 
Add Back Adj. 90 1.·240 1.150 

Total Costs ~~3 .252. 000 ~3.695.865 ~443.865 

The unit costs for V-B for direct labor and direct materials are 
about the same in both proposals. 

Conclusion 

Based on the above analysis and considering that Sy1cor is in a 
transitional period of production going from Mark VII-A to Mark 
V-B and the OROO work is being phased out, a condition during 
which optimum costs are not expected to exist, we consider the 
proposal to .. 'be reasonable and acceptable, Suff'icient ftu1ds are 
available in the FY 1963 Financial Plan to finance the increase 
'in work at Sylcor, 

Financial Information for Contract Modification (Will replace 
the comparable information in my October 1, 1962 memo): 

Obligations 

The obligations in the contract should be increased by $3,658,104 
computed as follows: 

Estimated Costs 10/l/62-9/30/63 
Estlmated·Underrun thru 9/30/62 
Changes in Stores Inventories FY 1 63 
Change in Working Capital FY 1963 
Estimated Commitments 9/30/63 
Total Est. Obligations for Period 

Cover Sheet for Contract 

$3,695,865 
( 46,620) 
(44,417) 

3,276 
50.000 

$3.658,104 

The cover sheet of the contract should be changed to read as 
follows: 

USDOE 017875 
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SROO moo Total 
Previous Direct Cost 

~bd. 31 $19,244,347 $3,951,805 $23,196,152 

This Hod.(32) Increase 3,458,439 -0- 3,458,439 

New Total Direct Costs $22,702,786 $3,951,805 $26,654,591 

Previous Fixed Fee 
This Nod. Increase 

New Total Fixed Fee 

$ 1,118,640 
199,665 

$ 1.318.305 

~1 l 72, 150 $ 1, 290, 790 
-o- 199,665 

~ 172.150 $ 1,490,455 

Total Est. Cost and 
FiXed-Fee $24,021,091 $4,123,955 $28.145,046 

Total Obligated 2/l/63 $28.145,046 

Article IV, paragraph 1 and 2 should read: 

1. Estimate of Cost and Fixed Fee - The presently estimated 
cost of the work under this contract is $26,654,591 exclusive 
of the contractor 1 s fixed fee. The contractor 1s fixed fee 
as set forth in paragraph 2, Article V, of this contract is 
$1,490;·455. The est:ima.ted cost of the work as described in 
paragraph 1 of the Article entitled ~ Qi Work for the 
period October 1, 1962 to September 30, 1963 is $3,496,200 
exclusive of the contractor 1s fixed fee of $199,665. 

2. Obligation of Funds - The amount presently obligated by the 
Government with respect to this contract is $28 1 145,046. 
The amount of obligation under this contract may be increased 
unilaterally by the Commission by written notice to the con­
tractor and may be decreased by agreement of the parties 
(\~hether or not by formal modification of this contract). 

Add a new~sub-paragraph (d) to paragraph 2 of Article V- Allowable 
Costs and\Fixed Fee: · 

(d) The fixed fee applicable to the \Wrk performed during 
the period October l; 1962 to September 30, 1963 is 
$199,665. 

Add a new sub-paragraph (d) to paragraph 2~of Article VI- Payments: 

(d) For the period October l, 1962 through September 30, 
1963, ninety per cent (90%) of the fixed fee of 
$199,665 shall become due and payable in monthly 
installments of $14,975 • 

. : ~:-.. ".'if 
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UNITED STATES 

ATOMIC ENERGY COMMISSION 
WASHINGTON 25. D. C. 

DEC 7 

; iE-OIWiDUt-l FOR CI-JAIRMAN SEABORG 
Cot·ii'-IISSIONER HAI10RTI! 
COHMISSIONER PALFREY 
CQt.ll,liSSIONER RA~IEY 
COf·ll--iiSSIONER IHLSON 

:Acting .pf 
TliROUGH GENERAL f;fANAGER M t\1 

J962-

SUBJECT: EXTENSION OF CONTRACT AT(30-l) -1293 l'lllli SYLVANIA ELECTRIC 
PRODUCTS, INC. 

The purpose of this memorandum is to bring to your attention the proposed 
extension of Contract No. AT(30-l)-1293 ·,~ith Sylvania Electric Products, 
Inc. This contract has been submitted for Headquarters revi~ and approval 
by the Savannah River Operations Office pursuant to AECPR 9-51".102(1) at f;IX 
request since total contract costs to date exceed $10 million and this is 
the first opportunity under the current AEC policy to have this contract 
revie~led and brought to the attention of the Commission. The total esti­
r.:ated cost of Hiis proposed modification, including fixed fee, is $3,248,617 
1·1hich Hill brin;; the total estimated cost, including fee, of the contract to 
$27,735,559. . . 

Contract AT(30-l)-1293 1-1as entered into 1-1ith Sylvania Electric Products, 
Inc. by the Ne1-1 York Operations Office as a development contract effective 
December 10, 1951. This contract was transferred from NYOO to SROO effective 
July 1, 1954. TI1e current scope of the contract provides that the contractor 
shall proceed 1~ith the machining, manufacture, canning, testing, inspection 
and delivery of metal and allo·y slugs to the Commission and perform other 
services as required by the Commission. The general scope of 1rork performed 
by Sylvania has been essentially the same since the contract \'las transferred. 
to tl1e Savannah River Plant for administration. The services of the con­
tractor were originally procured by the Commission by ~egotiations under a 
cost-plus-fixed-fee arra_ngement. 

The plant and buildings at the Hicksville, Nel'l York, Plant constituting the 
Qanufactur~ng facil1ty are Ol'ined by the contractor, and the equipment utilized 
in the performance of SROO 1-10rk is Ol'ined by the Commission. To relocate this 
equipment to another contractor's plant or to tool up another contractor's 

!)o(: - a-1 .sl.e• '1 ~:V ·'> .... n 

s-\A.:lkJ MP.kt-; ... \~ - AE.L 
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plant for production of fuel elements liould be extremely costly to the 
Conunission. Sylvania possesses the only knotm capability outside SRP in 
the hot-pressed bonding tcc:1niques. Titis coupled with the fact that 
Sylvania has over a ten-year period of operation developed production 
kno1-1-hoH, techniques and trained personnel in the manufacturing of fuel 
elements uhich \"lould not be possessed or readily available fr.OJOl a net/ 
contractor precludes consideration of obtaining a suitable replacement 
contractor. 

The proposed modification liill extend the contract term through September 30, 
1963, and extend the AEC option to rene1i the contract annually through· 
September 30, 1967. A 6% fee of $176,454 on a fee base of $2,941,000 has 
been negotiated 11ith the contractor for the period October 1, 1962, through 
September 30, 1963. Such fee appears reasonable, is in line liith fee rates 
previously paid to Sylvania and is uithin AEC fee policy. 

Therefore, I propose to authorize the extension of this contract through 
September 30, 1963. At the same time, the terms and conditions of this 
contract uill be up-dated consistent l'lith AECPR requirements. 

In addition to the Division of Contracts, the Divisions of Production, Labor 
Relations, and Industrial Participation and the Offices of the Controller 
and the General Counsel concur in the proposed extension. 

~1/.t/~~ .... -
~John V. Vinciguerra, Director 

Division of Contracts 

USDOE 017913 
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SPONSORED TASK NO. CH-4 
l-flDIFICAITON NO. 12 

CONTRACT AT-(30-1)-1293 

APPENDIX "C" 

WORK UNDER PARAGRAPH· 2 OF ARTICLE I 

TillS MODIFICATION, entered into as of the l~tf: day of :eceJ:;'=>e 1~ 1962, 
by and between the UNITED STATES OF AMERICA (hereinafter called the "Government"), 
acting through the UNITED STATES ATOMIC ENERGY COMMISSION (hereinafter called 
the "Commission"), and SYLVANIA ELECTRIC PllODUCTS, INC., SYLCOR DIVISION 
(hereinafter called the "Contractor"); 

WITNESSETH THAT: 

WHEREAS, the Government and the Contractor entered into a certain 
agreement known and designated as Sponsored Task CH-4 (hereinafter called 
the "Agreement"), such Agreement having been entered into on July 1, 1959, 
and having been modified heretofore by Modifications Nos. 1 - 11; and 

WHEREAS, the parties hereto desire to modify said Agreement further as 
herein provided; 

NOW, THEREFORE, the parties hereto agre~ that the Agreement, as hereto­
fore modified, is hereby modified further in the following particulars, but 
in no others: 

l. The following new subparagraph is added to Paragraph 1, Description 
of Work: 

"Notwithstanding the preceding subparagraph, duri~ "the .. 
period December 1, 1962, through January 31, 1963, the Contractor 
shall proceed with the final machining of semifinished Mark VII-A 
cores and the close-out activities required to complete Sponsored 
Task CH-4, as heretofore provided in the Agreement and in accord­
ance with the Contractor's letter dated November 30, 1962, and the 
letter dated November 27, 1962, from C. L. Karl,. Area Manager of 
the Commission's Cincinnati Area Office to tlie Contractor, which 
letters are hereby incorporated her~in by reference." 

2.· The fixed fee specified in Paragraph 3 is hereby increased by 
$1,210.00 as a result of the work added thereby. 

3. The completion date of the work stated in Paragraph 4 is changed 
to January 31, 1963. 

Nf\~P\ -sf 
5ev; "-:, lk - ():.k 

~c.-ec-J-.-...d 

~ H: - I 15J -l~ 
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4. The amount obligated by Paragraph 5 is increased by $21,390.00 
as a result of the work added thereby. The revised amount of the Agreement 
is now as follows: 

Obligated thru 
Modification No. 11 

This Modification 
No. 12 

Estimated 
Cost 

$1,165,802.00 

20,180.00 

$1,185,982.00 

Fixed 
Fee 

$71,774.00 

1,210.00 

$72,984.00 

Total 

$1,237,576.00 

21,390.00 

$1,258,966.00 

Except as otherWise provided in this modification, all the provisions 
of the Agreement as heretofore modified or supplemented- shall remain in full 
force and effect. 

UNITED STATES OF AMERICA 

BY: 

.)·. 

BY: 

SYLVANIA ELECTRIC PRO UCTS, INC. 

:~·Dw 
. B. Metz 

TITLE: Manufacturing Manager 

NARA 001817 
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Fonn AEC-318 {ROY. V-63) 

.Roland A. Anderson, Asdatan~ General 
COUIUie1 for Patents, Germantown 

Januarr 16, 1963 

Randall 0. Erdley, Chief 
S~V;ann~h River Patent Group 

hODIF!CATIOtl NO. 12 '1'0 SPONSOR'ID T.4SK NO. CH-h tJl.iDER 
CQNTliACT AT(J0-1)-1293 

CP:RGE: em 

This is to advis~ that by th'! subject modification !::ffective 

D~ce~b~r lS 1 1$6~ the !i~ed fee bas b~en inc~eased by 

$1,21•:.'1.00 from .';.>71,774.00 to $72,984.00 and tb~ completion 

ciate of the •.rorl<- has been exteoded to January 31, 1963. -

USDOE 017231 
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n.o .. Liete4 Below rtbruary ll, 1963 

ll. A. KoPuly, Chief of Coatracu 
Colltraete aDil Procun-ettt B~ 
Ad.!Di•trati.. Divi1ioa 
I.PPEXDIX "A" • CONTIACT Al' ( 30-1) • U9 J WITH I U.YAJlU EUCTJ.IC 
PaDDUCTS me. 

Ac:llAP:pe 

Att~ for y~ inform.tlon aad file are r•vi~ page• L7 

aDd 21 of ~peoclix ''A, .. Contract At(lO•l)-1293 with Syhania 

Blectric Product• Inc. 

AcWru. ... 1 

Mrr Dirteioa (4 e,-..) 
lqhwuiac Dhhi01t (1 cy.) 
Security Dbidoa (1 cy.) 
'rM' D1 vi.eiou ( 2 c,. • ) 
Office ()f Chi.ef Cou-.1 (1 cy.) 
ru.u __ ar~~~eb. -~--u __ gd__ 
Au4it kaaah, as.:r (1 cy.) 
Procnar ... ~. a.r Br&~Mh, Act.. Div. (1 ey.) 

<"~. ~ (. ,,·_. .~~ ··- { 
I , ... ., 

' 
i. 

! f.r ... >~ 

/ 
/'' 

) 
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SCHEDULE I 

0 
Contract· No. AT(J0-1)-1293 with 
Sylvania Electric Products, Inc. 
Sylcor Division 
Appendix "A" 

SAlARIED EMPlOYEES 

Job Classification 

Contract Administrator 
Equipment Designer, Sr. 
Purchasing Agent "A" 
Senior Engineer "8" 
Supervisor of Security and 

Administrative Service 
Supervisor of l-bintenance . "8" 
Toolroom Foreman 
Foreman Class I 
Tool Coord~ator 

Buyer 
Cost Analyst & Statistician 

Exempt 

Supervisor of An Accounting Department Section 

Engineer 
Foreman, Nuclear Products 
Industrial Engineer 
Accountant, Senior 
Technical Foreman II 
Personnel Assistant 
Systems. and Procedures Analyst, Jr. 
Equipment Designer 

Cost Accountant 

General Wage Increase - Effective 
August 13, 1962, raised maximum of 
monthly salary ranges 

- 17 -

6 J 

5 K 

4 K 

3 K 

Monthly 
Salary Range 

$ 567 - $940 

544 - 870 

497 - 795 

452 - 725 

Revised February ll, 1963 

USDOE 017263 
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SCHEDULE II 

Contra~~ No. AT(J0-1)-1293 with 
Sylvania Electric Products, Inc., 
Sy1cor Division 
Appendix 11 A 11 

HOURLY EMPLOYEES 

Job Classification 

Armed Guard 
Armed Courier 
Storekeeper 
Machinist 11C11 

Inspector 11C11 

Chemical Room Operator 
Hachining Opera tor-CPP 
Sodium Loading Dry Box Operator 
Briquetting Operator 
Heat Treatment Operator 
Hot Pressing Operator-VB 
Welding Operator 
Hachining Operator-VB 
Fluoroscope Operator 
Hot Press Operator 
Finishing Operator 
l--laintain Chemical '•Solutions 

Materials Stock Clerk 
Mechanic 11 C11 

Maintain Chemical Solutions 
Canning-Hot Press Operator 
Canning-Assembler 
Die Processing Operator 
Machining Operator-AEC 
Plating Machine Operator 
Fabrication Operata~ 
Rack Maintenance Man 

Groundskeeper 
Trainee, Production 

Maintenance Apprentice 

Cafeteria-Dishwasher, Porter 
Janitor-Porter 

General Wage Increase - Effective 
September 3, 1962 

Non-Exempt 

- 21-

LG7 

LG6 

LG5 

LG4 

LG3 

Hourly 
Salary Range 

$2.21 - $2.66 

"2.09 - . 2. 50 

1. 97 2.35 

1.86 - 2.21 

1. 76 2.08 

Revised February 11, 1963 

USDOE 017264 
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CONTRACTOR 

. - . . 

SUPPLEMENTAL. AGREEMENT TO 

. :EFFECTIVE DATE 

. U. S. ATOMIC ENERGY CONHISSION 
- Savarinah Ri~er Operations Office 

Modification No. 32-
Supplemental Agreement to 
Contract AT(30-l) -129:3 
SYLVANIA ELECTRIC PRODUCTS-INC. 

Sylvania Electric Products Inc. 
Hicksville, Long ·Is l~md, -New York 

Expand- scope of work and amend other 
provisions of the Contr.J.ct . 

October 1, 1962 

RECAPITULATION.OF REVISED COSTS AND CONMISSIONOBLIGATION 

Previous Dire.ct Cost 
(Hodt:ficai.:ion No. 31) 

~hl~ Uodiflciti6n 
(Net Increase) .2;./ 

New Total D:L~ect Cost 

. Previo~ts Fixed Fee 
\ - (Modi:f;ication No .. 3!) 
1 · This Modificati-on 

(Net Increas-e) 

_New Total Fixed Fee 

Total Estimated Cost 
. and Fixed Fe¢ 

.Total Amou~t Ob-ligated· 
as of February 1, .. 1963 

SROO 

• '$19, 244, 34 7 

3,458,439 

tt~1702, 786 

$ 1' 118,640 

199,665 

§ ,1,318 ,305 

$24,021,091. 

NYOO --. 

$3,95.1,805 

. -0-. 

~ 3' 9 51 '80 5 . 

$ 172,150 

-0-

$ 172,150 

$4,123,955 

. -

.I TOTAL" 

$23,196,152 

3,-458,439 

~ 6 5LJ:.,_~91 

•$ 1;290,790 

_199 ,665 -

$ 1,.490,_455-

$28~145,046 

$28,145,046 

-E:_I Includes an adjustment for underrun~ through September 30, 1962, and for 
estimated changes in_ stores inventor_ies and working cap·Hal in Fiscal 
Year 1963. - -
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U .. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 32 
Supplemental Agreement t.o 
Contract No. AT(30-.1);..1293. 
SYLVANIA ELECTRlC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into this /f~· day of ~~ , 1963, 
effective October 1, 1962, by and between the UNITED STATES O~(hereih.­
after referred to as the "Gov~riunent11 ) as represented l?y the UNITED STATES ATOMIC 

... ENERGY COMMISSION (hereinafter referred to as the "Gounnission"), and SYI.VANIA 
i, ELECTRIC PRODUCTS INC. (hereinafter referred to as the "Contractor"): 

WITNESSETH -THAT: 

'wHEREAS, as of the lOth day of December, 1951, the Counnission and the Contractor 
entered into Contract AT(30-l)-1293 for. the p~~forman~e by the Contractor of certain 
work for the Counn1ssion involving. the use artd occupancy.of the land and buildings of 
the Contractor. on Caritiag\.u~ Road. in ·Hicksville, _Long. Islapd, ·New Yo:t;"k; aP.d~ · 

- . - - . ' .· . ;: - ·-

WHEREA.S, ·said Contract h~s ·heretofore be~n amended from time to· time and .the 
•· part1.es desire to further amend said Contrac.t to provide for the perf~nce by 

the Contract.orof an· additional scope of work and to amend certain p~~isions of 
the :Contract as hereinafter set forth; and .· . . . ·. ' , . . · 

. WHEREAS; this Supplement~! Agre~~~nt is authorized ·by t£e Atomic Energy Act of. 
1954, as amended: · 

NOW; THEREFORE, the parties hereto do mutually agree as foliows~ 

· 1. In paragraph l.; Principal Site, of Article II - SITE OF WORK, delete the· date 
110ctoper ·1, 1961, 11 appearing in the seventh 'line a.nd substitute therefor the 
date "October ·1, 1962~ 11 

. 2 _. In paragraph .1., Term, of· Article III - TERM, EXPIRATION AND TERMINATION, de­
lete the date ''September 30., 1962, ... appearing in· the second line and the· date 
~'September 30 .. ~ J964;" appear.ing_ in the ·fifth and sixth line's,. anA substitute 
therefor th~ dates i•september 30; 1963," and ••s·eptember 30,· 1967, 11 r~spective1y •. 

·3. In subparagraph (d)(;() of paragraph 2., Teruri.~ation,. of Article III - TERM., 
EX:PIRATION .Mro '.CEQMINATIQN, substitute the. date· ''September 30, 1967, 11 ·for· the· 
date nsept¢mber 30~ 1964. 11 Delete line 14-reading "except as otherwise. pro­
vided in. paragraph l. of Article XiX - INDEMNITY," ·in its ·entirety • 

. 4. · Paragraph 1.·, Esti~te of.Cost. and.Fixed·Fee, of Article IV • ESTIMA'rES OF 
COSTS .• OBLIGATION.OF FUNDS, AND .FIXED FEE·, is revised to read as follows:'· 

"1. E~timate of ·Cost and· Fixed Fee. 'The presently est:bnated cost of the . 
work under this Contract is $26;654,591, exc1usive.of the Contractor's 
fixed .fee. The .contractor • s f:bced · fee, as set forth in paragraph 2., 
_Arti~fe V, of the Contract i.s $1,490,455. The es.ti'mated cost of the work, 

· ·as described in paragraph 1 •. of the Article entitled SCOPE OF WORK for the 
period October 1, 1962, to September 30, 1963, is $3,496,200, exclusive of 
.the. Contractor's .fiXed fee of $199,665." 

5. In parag~aph 2~, Obligation of. Funds~ of ·Article· IV .:. ESTlMATES OF COST, 
. ··oBLIGATION O_F FIJNvs; AND FIXED. FEE, delete' the figure '"$24,486,942" and sub~ 

stitute ther.efor .·the figU.re 1:'$28 ~ 145,046." 



.. , 
~odification No. 32 
·supplemental Agreement to 
Contract No. AT(30-l) ~1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

6. The following new subparagraph (d) is added to paragraph 2., ·Fixed Fee, of 
Article V - ALLOWABLE COST AND FIXED FEE: 

"(d) The fixed fee applicable to work performed during· the period 
October 1, 1962, to September 30, 1963, is $199,665." 

7. The following new subparagraph (d) is added to paragraph 2., Payment of 
Fixed Fee, of Article VI- PAYMENTS:· 

8. 

9. 

10; 

~· (d) For. the period October .1, 1962, · through September 30, · 1963, ninety 
per cent (90%) of the fixed fee of $199,665 shall become due and · 
payable in monthly· installments of $14,975." 

In subparagraph (c) of paragrapQ. ·10.,. of Article VII GOVERNMENT 1'ROPERTY, 
delete the date 11September"30, 1964,11 .appeari0:g in the ·fourth line and 
substitute-therefor th~ date "September 30; 1967." 

Art:icle XUC - INDEMNrTY is deleted in its.· eriti~ety. 

Al,"ticle VI.I EXECUTIVE COMPENSATlOI't, ·of Appendix "A" of the Coniact is 
amended to read .as follows : 

-r•V:n. EXECUTIVE COMPENSATION 

"Executive compensa'tion including bonuses and other. remunerat::ions 
will~ for cost-reililbm:sement purposes' not. exceed a pro rata share 
of .the equivalent of $30,000 per annum for any qne executive. The· 
det_ermiriation of allowable reiated costs based on compensations 
paid wi 11 also be determined on the· bas is ·of the foregoing limit at i_on .. 
Pdor Commission_ approval shall be· obtained- on .the· establishment or 
adjustment of single i:at'es or rate ranges and on individual salary 

· acdoris which would· res.ult in tota.l annual compensation, · includi_ng 
incen~ive.comperisadon, of $2.5,000 or more." · 

lL Appendix "B".Modificatio~ No.· 29, Gontr.act AT(30-1)..:.1293, as amended, is 
·'further amended as of October ·1, 1962, and i.s attached hereto and made a 
part :hereof~ · 

12~ Appendix "E,11 .General ~rovisioM, 'to Contract. A'l;'(30~1)-1293 is a'Q:tended to 
include the following new provisions: 

"23. 
. . . 

SMALL BUSINESS SUBCONTRACTING PROGRAM 

"(a) the Contractor agrees to establish and conduct a small bus-iness 
subco.ntrClcting program which will enable small business concerns 

·· to be considered filirly as subcontractors· and suppliers under 
·this Coritx-act. In ·this connection~ the Contractor shall: 

(i) De-si.gnS:te ·a liaison. officer wh~ will (i) ~aintain liaison 
with'. the Govertunent on small business matt'ers, (ii) super­
vise compl;iance with the Utilization of ·small Business . 

- 2 -



· .......... . 
Modification No. 3£ 
Suppiemental Agreement to 
Contract No~ AT.(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS -INC. 

(2) 

Concerns clause, and (iii) administer the Contractor's 
''Small Business Subc~ntracting Program.'' 

Provide adequate ·~nd timely consideration of the 
potentialities of smali business concerns in all 
"make.-or.:.buy" dec;:isions1• 

(3) Assure that small business\concerns will have an equitable 
_opportunity to compete for subcontracts; particularly by 
. arranging solicitations, time far the preparation o-f bids, 
·quantities, specifications, and·delivery schedules so as 
to facilitate the participation of small _busf_ness concerns •. 
Where the C_ontractor's lists of potential sll)All business 
subcontractors. are excessively long, . reasonable efftn:t 
shall be niade to give all such small .business concerns an 
opportunity to compete over a period of time. · 

(4) .. Maintain re6ords ·. sho~ng· ~i) _whether_ each .~rospecti~e sub­
contractor is a small bus1ness ·concern, {u:.) proce~res 
which have_ been adopted to copiply with the policies set 
forth in this clause, an(i (iii) with': respect to the letting --~> 
of any subcontract (including purchaseordei:'s) exceeding 

(5) 

. $10,000, information substantially as follows: 

.(A) Whether. the award went to large or small business. 

(B) Whether less than three or more than two small 
business concerns were solicited.-

{C) The reason for non-soli_citation of small business 
t£ such was the case. 

(D) ·The_ reason:for small busin~ss failure to receive the 
award if such was the case :when small business was 
solicLted. 

·the rec~rds maintained in accordance with (iii) above may 
be in such form as the· Contractor. maY. determine, and the 
inf.armation shall be stimmarize4.quari:erly and submitted 

.bythe-ptirchasing department of each individual plant or 
division to the Contractor's cognizant small business· 
liaison officer. Su,ch quarterly summaries_will be con­
sidered to be ma~agement records·only and need not be sub-

. nutted routinely to the Government; however' records 
maintained pursuant to this clause will be kept avaiHible 

· for review. · · 

Notify the Contracting Officer before soliciting bids- . . 
or quotations on any subc'ontract (i~cluding purchase o-r:ders) 
in excess of $10,000 if (i) no small business concern is to 

- 3 
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Modification No. 32 
Supplemental Agreement to 
Contract No. AT(30-l) -1293 
SYLVANIA ELECTRIC. PRODUCTS INC. 

be solicited, and (ii) the Contracting Officer's consent 
to the subcontract· (or ratificatio.ri) is· required by a 
11Sul:lcontracts" clause· in this· .Contract .. · Such notice will 
state the Contractor's reason~;~ for nc:m-solicitation of 
small business concerns, and will. be given as early in the 
procurement cycle as poss:i.ble sc{ that the Contracting . 
Officer may give SBA ·timely notice to permit s·BA a reason­
abie period to .suggest pote~tially quaiified small business. 
concerns through the Contracting Officer.· Iti. no. case will 
the procurement action be held up when. to do ·so would, in 
the Contractor's judgment, delay performance under the 
Contract. 

Include the Utilization of Small Business. Conc~rns clause 
in· subcontracts which offer. substantial small .business 
subcontracting opportunities.. f 
C-ooperate with the Contracting Officer in any ~tu"fi:ies and 
surveys of the Contracfot's.· subcontrac-ting pro~edures and · ·. 
practices !<that the Cont_racting Officer may from time to 
time conduct. 

Submit such information on subcontracting to small business 
concerns as is called for by theContt;'acting Officer. 

'c 

(.b) A ''small business concern" i~ a ~o~cern that meets the· pertinent 
criteria established by the Small Business .Administration and 
set forth in Secti-on 1-1.701 of the F~deral Procurement . 
Regulations. 

. (c) 

(d) 

The ·contractor agrees that,. in the event he fails to comply 
with. his contractual obligati~ns. ~oncerning" the snmll··business 
subcontracting·pr~gram, this Contract may be.terndnated, in 
whole ·or in part, for- default. · 

. . 

The Contractor~ further.agrees to insert, in any subcontract-here­
under which· may exceed $500,000 and which contains the Utilization 
of Small Business Concerns clause, provisions which shall conform 
substantially to the language of.thfs· clause, including t;his· 

. paragraph (d), and to notify .the Contrac·ting Officer of· the 
names of such subcontr.actors." 

n24. LABOR . SURPLUS. AREA SUBCONTRACTING PROGRA11 

rr-(a) The Contractor agrees to establish and conduct a program which 
will encourage labor· surplus area concerns to compete. fo.r 
subcontracts within their capabilities. In.this connection, 
the Contractor shall: 

- 4 -
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. Modification No. 32 
Supplemental Agreement to 
Contract No. AT(30-l) -1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

{1) Designate a liaison officer who will (i) maintain liaison 
with duly authorized.representatives of the Government on 
labor surplus area matters, (ii) supervise compliance 
with the Utilization of Concerns in Labor Surplus Areas . 

. clause, and (iii) administer 'the Contractor's "Labor 
Surplus Area Subcontracting Program;"·. 

(2) Provide adequate and timely conside]iation of the potenti­
aliti"es of ·tabor ·surplus are.a concerns in all nnJ.ake-or-buy" 
de<:iSions·; 'f· 

(3) Assure that labor surplus area concerns will have·an equitable 
opportunity to comp.ete. for- subcontracts,. particularly by · 

· arranging solicitations_, time for the preparation of ._bids, 
·quantities, specifica. tions_:• ·and deliver_ Y. schedule;- so as to 
facilitate the parti~ipation of labor surplus ar r con~erns; 

. . . - ·_ . - . . ~:-:. ,.- . . 

(4) Maintain records sl)owing pr~cedures which have be~n ·adopted 
to comply with. the policies ·set :forth in thi~· clause; and·; 

. (5) Include the Utilization of. Concerns in Labor Surplus Areas 
clause in subco.ntracts which offer substantial labor surplus 
area subcontracting opportunities. 

(b) A "labor· surplus area co.ncerni' .. is. a concern· which will .perform, 
or cause to be performed, a substantial vroportion of any con-. 
tract awarded to it· in "Areas ·of SubstaJ:ttial Labor Surplus" 
(also calleq 11Areas· Of Sub_stant~at Un~ploymentil) , as designated. 
by the Department' cif L~bor. . A _concern shall be deemed to· perform 
a subs~antial' proportion of a. contract. in a labor s;urplu~ area. . 
if. th~··cost·s that· the·- concern will .incur ·o·n account of .manu­
facturing .or produc;:tion.perfonned,.in persistent or substantiaL 
~abor surplus areas {by '-tsel£ or its first-tier subcontract;:ors) 
~ount to more than 50. p'ercent of the price of such contr~ct •. 

(c) The Contractor ·further: a~ees to insert,. .. in any subcontract 
hereunder which .may exceed $500~000 arid which contains the 
Utilization of Concerns in Labor Surplus Areas· ciau·se, pro­
visions which shall to:nform substS:ntially t~ the language of 
this clause, including this paragr-aph· (c), and to n.otify the 

. Contracting Officer of the names of .such subcontractors." . 

10. All other terms· and conditions of the .Contract remain unchanged. 

- 5 -



Modification No. 32 
Supplemental Agreement to · 
Contract No. AT(30~1)-1293 

. SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF the· parties hereto have executed this Modification as of · 
the day and·year_first above written. 

~ 
UNITED STATES OF. AMERICA . /il,.' 
:::_u_._s_. -=-A-~-oM_r_c_E_NE_. R_GY_c_.L_·MM-Is_s..,_I-O_N_ .. _· ~ .. -·~'" 

R. C. Blair, .Manager .. _ 
TITLE!~s~a~x~anwn~a~h_R~i~v~er~Q~p=e=ra~t=io~ns~b~H=i=ce~·--~--

(Addres 

TITLE:~-M~a~n~u_r_a_c~t~urr~i~ng~·~M_a_na_.~g_er~·~·-'--~--­
Sylcor Divi$ion . .t · 

. . - • t 

. {--

1f<-/, 

I, fK. ~ ;-:. J R ,)c /:-;;'-n;·~. 7 

of Sylvania Electric Products Inc., named above; that __,P= .. _,@ ... ·;....;· -;....,•_frl_._· .;..;..i2._,;;..·· _2...---..--

certify that I am 

who s~gned thh· .Agree~ent on behalf of said corporation,· was then_.,........,. ___ .,..-.:-

·.(\4Ft.··. M §.(- J·yL ~. (, g G\ ..,. of said ·.corporation, and that thi~? Agr.eement was 
- - . . . . . . . -

d~ly sfg~ed .fo.r and in behalf of said corporation by authority of its governing 

· body' and within the scope of its corporate powers. 

w'iTNESS my hand and seal of said.corpo~ation this 4 · day of .......;,.....J6~-'-;.!<.t-_¢S-=-'--. ~·-

1963. 

CORPORATE SEAL ·Assistant; Secretai7: · 

- 6 -
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CONTRACTOR 

SUPPLEMENTAL AGREEMENT TO 

EFFECTIVE DATE 

U. · S. ATDHIC ENERGY COHHLSSION 
Savanna~ River Opera~ions Offi~e 

Modification No. 32 
Supplemental Agreement to 
Contract AT{30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

Sylvania Electric Prorlucts Inc. 
Hicksville, Long Island, New York 

Expand scope of \Wrk and amend other 
provisions of t:1e C0!1tr.lct. . . 

October 1, 1962 

RECAPITULATION OF REVISED COSTS. AND COHMISSION OBLIGATION 

Previous nirect Cost 
(l-lodHica~ion Ho. 3i) 

T~l i.~ Hodif :.c'Jt:;_ou 
(Net Increase) ~/ 

New Tot a 1 Di.:-ect Con t 
•.-· 

Previous Fixed Fee 
(Modification No. 31) 

This Modification 
(Net Increase) 

·New Total Fixed Fee 

·Total Estimated Gos_t · 
· ·and . Fixed _F-ee 

Total Am~unt Obligated 
as of Febl!'-uary li~ 1963 

SROO NYOO 

$ 19 • 244 • 34 7 $3,951,805 

314531439 -0-

~?.? > 7021786 $3.951,805 

$ 1,118,640 $ 172,150 

199.665 -o~ 

$ 1.318.305 ? 172.150 

? 24.021.-091 ?4.-123;955 

CONFORMED COPY 
. - - . ·-- - ~··· 

TO.TAL 

$23,196,152 

31458.439 

$ 2 6 t 6 5ff L5 91 

$ 1,290,790 

199.665 

$ 1.490.45"5 

. i28.jl45.046 

§28 I 145 1 046 

~/ Includes an adjus~ment for underruns ~hrou~h.Sep~ember 30, 1962, and for 
estimated changes in stores inventories and working capi-tal in Fiscal 
Year 1963. 
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• U. S. 1\TOMIC "ENERGY CGOOBSI,(rJ 
Savannah River Operations Office 

,.,· 

Modification No. 32 
Supplemental-Agreement to 
Contract No. AT(30-l)-1293 

/ ·· ·"'·SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into this 18th day of February , 1963, 
:effective October 1, 1962, by and between the UNITED STATES OF AMERicA (herein­
after referred to as the "Government") as represen~ed by the UNITED STATES ATOMIC 

("ENERGY COMMISSION" (hereinafter referred to as the "Commission"), and SYLVANIA 
\ELECTRIC PRODUCTS INC. (hereinafter referred to as the "Cont:r:actor"): 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December, 1951, the Commission and· the Contractor 
entered into Contract AT(J0-1)-1293 for the performance by the Contractor of certain 
work for the Commission involving the use and occupancy of the land and buildings of 
the Contractor on·Cantiague Road in Hicksville, Long Island, New Y~rk; and, 

WHEREAS; said Contract has heretofore been amended from time to time and the 
parties desire to further amend said Contract to_provide for the performance by 
the Contractor of an additional scope of work and to amend certain provisions of 
the Contract as hereinafter ae"t forth; and 

WHEREAS, this Supplemental Agreement is authorized by the Atomic Energy Act of 
.19 54, . as amended: 

·NOW, THERERlRE, the parties hereto do mutually agree as. follows: 

1. In paragraph l., Principal Site, of Article II - SITE OF WORK, delete the date 
"Octobitr :.1~- 19.61,'~ appearing in the seventh line and substitute therefor the 
date "October l, 1962.11 

, 2. In paragraph l., Term, of Article III - TERM, EXPIRATION AND TERMINATION, de-
. lete the date "September 30, 1962,11 appearing in the-second line and the date 
"September 30, 1964," appearing in the fifth and sixth lines, and substitute 
therefor the. dates "September 30, 1963," and "September 30, 1967 ," respective_ly. 

3; In .·aubpar.agrap~ .(d) (i) of paragraph 2., Termination,· of .Article III - TERM, 
EXPIRATION AND TERMINATION, substitute the date "September· 30, }:967," for the 

· dat;e "September 3o,· 1964." Delete line 14 r~ading_ "except as otherwi~;·e·. pro­
:vided in.paragraph -~. of.Ar"ticle XI~- INDEMNITY, 11 in its entirety. 

4. ·Paragraph 1~, Esti~ate -of Cost and Fixed Fee, of Article IV - ESTIMATES OF 
COSTS, OBLIGATION OF FUNDS, AND FIXED FEE, is revised to read as follows: 

"1. Estimate of Cost and Fixed Fee. The presently estimated cost of the 
work under this Contract is $26,654,591, exclusive of the Contractor's 
fixed fee. The Contractor's fixed fee, as set forth in paragraph 2., 
Article v, of the•Contract is $1,490,455. The estimated cost of the work, 
as described in paragraph l. of the Article entitled SCOPE OF WORK for the 
period October 1, 1962, to September 30, 1963, is $3,496,200, exclusive of 
the Contractor's fixed fe~ of $199,665," 

5. In paragraph 2., Obligation of Funds, of Article IV - ESTIMATES OF COST 1 

OBLIGATION OF FUNDS, AND FIXED FEE. delete the figure "$24,486,942" and sub­
stitute therefor the figure "$28,145,046." 

USDOE 017282 



~\~ •• Modii ,'7ation No. 32 
Supplemental AgreemeQt to 
Contract N~. AT(30-l)'-l29'3 
SYLVANIA ELECTRIC PRoDUCTS INC. 

',I' 

····I. ... ·· 

' 

6. The following new subparagraph (d) ia added to paragraph 2., Fixed Fee.· of 
Article V - ALLOWABLE COST AND FIXED FEE: 

"(d) The fixed f_ee applicable to work performed during the period 
October 1. 1962. to September 30, 1963, is. $199,665.'' 

7. The following new subparagraph (d) is added to paragraph 2 .• Payment of 
'P'ixed Fee., of Article VI - PA'UfENTS: 

"(d) ror the period October 1. 1962, through September 30. 1963, ninety 
per cent (90%) ·of the fix.ad· fee. of $ ~99 ,665 shall become d\le and 
payable in monthly inatallments of $14,975." 

8. In subparagraph (c) of paragraph 10 •• of Article VII·- GOVERNMENT PROPERTY, 
delete the date .,September 30, 1964." appearing in the fourth line and 
substitute therefor the data "September 30, 1967." 

9. Article XIX - INDEMNITY ia deleted in its entirety. 

10. Article VII - EXECUTIVE COMPENSATION, of Appendix "A" of the Contract ill 
~mended to read as follows: 

"VII. EXECUTIVE COMPENSATION 

"Execut:l,.va compensation including bonuaes and other remunei:a.tions 
will, for cost-reimbursement purposes, not exceed' a pro rata share 
of the ·equivalent of $30,000 par ann~ for any one execu·tiv:e. Tpe 
determination of allowable related costs based on compensations 
paid will also be det~trmined on ·the bash of the foregoing limitation. 
Prior Collllllissio.n approval shaLl be obtained on the utablisbinent or 
·adjustment of single rates or rate ranges .and on individual salary 
actions which would re~:ult in·· total annua 1 compensation, including 
incentive compensation, of $25,000 or more . .'' · 

11. · .Appendix· "B": Mf?dification- No. 29,: Contract AT()O;.l) -1293, a.s ·ain~n.ded ,·· -~!l·· .. , 
· further ·amended as ·of October 1;.1962, and is "attached hereto ~nd made a 

pa.rt. ·h~reof ~ 

12. Appendix "E, ,· General Ptoviaions:, to Contract A.T(30-l) -1293 ia amended to 
include the following ne~ provisions:-

'"23. SMALL BUSINESS SUBCONTRACTING PROGRAM. 

"(a) The co·ntractor agrees to establish and conduct a amall business 
subcontracting program which will enabla small business concerns 
to be considered fairly at subcontractors and. suppliers under 
this Contract. In thia connection, the Con~ractor ahall: 

(1) Designate a liaison qfficer who will (~) maintain liaison 
~ith the Government on small budneBB. matters I (li) super .. 
viae compliance with the Utilization of Small Business 

- 2 -
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Hodifi <:>ion· No. 32 
Suppl.~ental Agreement to 
Contra~t No. AT (30-1) -t293 . 
SYLVANIA ELECTRIC PRODUCTS INC. 

Con~erns clause, and (iii} administer the Contractor's 
~'Small Business Subcontractin·g Frogram.'' 

(2) Provide adequate ·~nd timely consideration of the 
potentiali.ties of· small business concerns in all 
"make-or-buy". decisions. 

(.3} Assure that small business co·ncerns vill have an equitable 
o.pportunity to eompete for subcontracts, particularly by 
arranging solicitations, time for the preparation of bids, 
quantities, specifications, and delivery schedules so as 
to facilitate the participation of small bus~ness concerns. 
Where the Contractor's lists of potential small-business. 
subcontractors are excessively long, reasonable effort 
shall be made to give all such small business concerns an 
opportunity ;to compete over a period of time. 

(4} Maintain records shoving (i) whether each prospective sub­
contractor is a small business concern, (ii) procedures 
which have been adopted to comply with the policies set 
forth in this clause, and (iii) with respect to the letting 
of any subcontract (fncluding purahas.e orders) exceeding 
$10,000, information substantially as follows! 

(5) 

(A) Whether the award went to large or small buainess • 

. (B) Whether less than three or more than two small 
business concerns were solicited • 

.(C) The reason "for non-solicitation of small business 
if such was the .case. 

(D~ The reason for smal.l_business failure to receive the 
award· if sJich was the ~ase when. small busines!l was · 
solicited·.··' · 

The records maiittained iq accordance with (iii) _above may. 
~ in. s~cli forn; a. a the Contractor may determine, and the· 
information-shall be summarize~ quarterly and submitted 
by the purchasing department of each individual plant or 
divi~ion to the Contractor's cognizant small business 
liaison officer. Such. quarterly suuma·ries will be con­
sidered to be management recorda only and need not be sub­
mitted routinely to the Government; however, recorda 
maintained pursuant to this clause will be kept available 
for review. 

Notify the Contracting Officer before solici~ing bids 
or quotations on any subcontract (including purchase orders) 
in excess of $10,000 if {i) no small business concern is to 

- 3 -
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Modificatt~ No. 32 
Supplemental Agreement to 
Contract No. AT(30-l)-12.93 
SYLVANIA ELKCTRIC PRODUCTS INC. 

be aoli~ited, and (ii) the Contracting Offfcer's consent 
to the·.·aubcontract (or ratification) is require.d by a 
"Subcontracts" clause in this Contract. Such notice vill 
state the Contractor 1 s ·reasons for non-aolicitation of 
smal~ business concerns, ana vill be given as early in ·the 
procurement. cycle as possible eo that the Contracting 
Officer may give·sBA timely notice to permit SBA a reason­
able· period to suggest: potentially qualified small business 
concerns through the Contracting Officer. In ~Q case will 
the procurement action be held up when to do so would, in 
the· Contractor's judgment, delay performance under the 
Contract,: · ... 

· (6) Incl':lda t~e Utilization of Small Bus.iness Concerns clause 
in subcontracts whic~· offer substantial small busi~ess 
subcontracting opportunities. 

(7) Cooperate vith the Contracting Officer in any studies ·and 
.surveya of the Contractor's subcontracting procedures and 
practices that the Contracting Officer may from time. to 
time conduct, 

.(8) ~ubmit such information on subcontracting to small business 
concerns as is called for by the Contracting Officer. 

~.~ 

{b) A,. "small business concern" is a concern that meets the pertinent 
criteria established by the Small Business Administration _and 
set forth in Section 1-1.701 of the Federal Procurement 
Reg\Ilations. 

(c) The Co-q.tractor agrees that·~ in the event he fails to comply .. 
with. his contractual obligations concerning the small business 
subcontracting program, this Contract may be terminate.d, i'n 
whole or in· par~, for de~a~lt •. · 

(d) The Contractor further agrees to insert, in· any. su.bcontract here-
_unde~ which may ~xoeed $500,000 and which contains the Utilization 
of Small Business Concerns clause, provision"s which shall conform 
substantially to the language of this clause, including this 
paragraph -(d), and to notify the Contracting Officer of the 
names of such subcop.tractors,,. 

"24 • LABOlt SURPLUS ARKA SUBCONTRACTING . PROGRAM 

"(a) The Contractor agrees to establish and conduct a program which 
will encourage labor surplus area concerns to compete for 
subcontracts within their capabilities. In this connection, 
the Contractor shall: 

- 4 -
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. (c) 

- .. () 
-~ 

M~dification ·No. 32 
Suppiemental Agreement to 
Contract No •. AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

(1) Qf!eignate a liaiao.n officer. who .vt.n.: (i) mainta:i~: liaison 
.,;,t.;th 'duly authorized· repr_e·se~i::at-iv.e~a ~f· t:he Goy~r·nment on 
labor- surplus area lllll.tt;ers·; (ii)' su~zyh.e. compli!lnce 
llith the Utilizatio~ of. C~h~~ij.s~-:i.n Labor S~r-plus· Ar_eas 
clause,. and (Hi) adm!Uis.f:"er ·the.·ContractoX:-ia "Labor 
Surplus Area Subcontra<;ting :r:ri?gkam!" · 

(2) Provide adequate and timely considerat:.ion of the potenti­
alities of labor ·surplus area ·concerns iri all "make-or-buy" 
deciaii:ms; 

{3) Assure. that labor surplus area concerns vill have an equitable 
opportunity to compete for. subcontr,acta, particularlY. by 
arranging solicifations, time for the preparation of bids, 
quantities, specifications, and delivery schedules 80 as to 
faciiitat·e the participation of labor surplus area concerns; 

. . 

(4) Maintain records sholling procedures which have been adopted 
to comply llith the policies aet forth in ~his clause; and 

(5) Include the Utilizatio_n of Conce~a in_ Labor __ Surplus Areas 
clause in sub~ontract-s· vhich offer· B"!Jb"Stanti.al ~abor ·surplus 
area subcontract iii~ opportunit·ie~·· •. · · ' 

A "labor a~rp.b.1s. area cone.e.rn" is a concern llh{ph will perform, 
or cause. ~Q: ·b~ ·p~_dOtllle4i; .a. substantial p.roporti(;n of any con­
tract a\lai;4:e.4 ~~·-:t.t·. ~9"·. ·n);:-r~~s ·of ·subatantiai- Labor S:urpius" 
(also. c~ll~~ "·Aie.i.'s o·£-:suosta~tlal Uneiilployment")", a·s designated 
by the ·v~par:~ent• o.f·~!l~r:.- :!t. concern. shall be deemed to perform 
a substa_nth.l p.roportion of a ~ontra.ct· in a labor· surplus area 
if the C.9;st&- ·tha~ the co.ncern llilr incur on. account o.f manu.:. 
factur;J.n·g ot; pro<;luc.tion pex:formed in peroistent o.r ilubstanti~l 
labOr aucylua··areas (by itaelt" or ita first-tier subcont"ractora) 
amount to· more than 50 p.ercent of t;he· price of such ¢ontract. 

The Co~tr.;ctor-further agrees to insert, in any sub~ontract 
he~euniler which may ·e£ceed $500,000 and .\l~ich ~ontaii)8· the 
Uttlizat~o~ of .Concerns in_Labo~ Surplus Areas clause,- pro~ 
vioions/which shall confm substantially to the language of 
this clatJbe, including this paragraph (a), and to notify t~he. 
Contract!ng Officer of the names of such subcontractors."' 

10. All other tertJ!S and conditions of the Contract reiU.in unchanged. 

- 5 - . 
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Modification No. 32 
Supplemental Agreement to 

·contract No. AT(30-l) -1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF the parties hereto have executed this Modification as of 
the day and year· first abova written. 

UNITED STATES OF AMERICA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: /s/ R. C. Bls.~r 

TITLE: Manager, Savi!.anah River Operations 
Office 

.WITNESSES: 

' /s/ Grace Golden 

Hicksville, New York 
.(Addreeil) 

/s I Mi.lton Boll 

Hicksville, New York 
(Address) 

I, J. M .. Tooher 

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: /s/ D. B. Metz 

TITLE: Manufacturi-ng Manager 
Sylcor Division 

certify that I am Assistant Secretary 

of Sylvan_ia Electric Prod')cts Inc., named above; that D. B. Metz 

vho signed. this Agreement QD behalf of _eiiid corporation, vas then Manufacturing 

Manager, Sylcor Division of said corporation, and that th:l,s_ Agreement __ was 

duly aigned for and in behalf of said corporation by authority. of ita governing 

·body and within ttie scope ot ita corporate povers •. 
. i 

WITNES~ my hand and seal of said corpo_ration this 4th day of February .. 
1963. 

/s/ J. M. Tooher 
Assistant Secretary 

CORPORATE SE.U. 

- 6 -
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Mem-orandum· 
TO 

FROM 

SUBJECT: 

Those Listed Below 

R. A. McFeely, Chief of Contracts 
CQntracts _and Procurement Branch 
Administrative Division 

DATE: February 19, 1963 

MODIFICATION NO. 32 TO CONTRACT AT(30-l)-1293 WITH 
SYLVANIA ELECTRIC PRODUCTS INC. 

AC:RAF:ps 

Attached for your use are signed and/or conformed copies, as 
indicated, .of the subject modification. Appendix "B" of the 
modificati.oiCifeES· forth the scope of work to be followed·· and··­
is classified·. Therefore, this appendix has 1::>een detached 
from conformed copies for normal distribution purposes. 

Attachments: 
As stated 

Addrea.aees: 
B&F Diviaion·(l signad, 3 conformed) 
O&i' Division {1 conformed) . 

· En&ineering Division (1 conformed) 
Secu~i~y-Diviaiou (1 conformed) 

-T&P Division (2. c6nfoi1lled - includipg Appendix "B":. (1 cy.) 
Office of Chief Counsel (1 conformed ~ including,_A.ppendix_"B") 
Patent Branch OCC 1 conformed - including Appendix "B") 
Audit·Branch, B&F 1 copformed 
Procurement, C&P Branch, Adm,. Division· (1 conformed) 

; . 

\'-ihen stpnral-::d !rom enclosures hand;e 

_ihis documcnl as UNCLASSIFIED 
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UNCLASSIFIED 

.. §[ERET--

Mr. R. c. Blair, Manager 
U. s. Atomic Energy Commission 
savannah River Operations orrice 
P. o. Box "A" 
Aiken, South Carolina 

Attention: Mr. N. J. Donahue 

Gentlemen: 

February 27, 1963 

DCF# 2260-H 

This doamtent consuls of 3 p5ge5, 

No. d- of ~ copie1, Series /j-

Rererence is made to your letter or 2-20-63, (SR-TM-9424). We 
are pleased to submit the requested proposal covering revisions 
to the scope or WQ~k for the period March 1, 1963 through 
September 30, 1963. 

The new total costs for this period are $2,319,2~ including · 
ree. In addition to the revioed production programs, the costs 
cover continuation or current development prog.rame as detail'ed 
in our proposal DCF# 2165-H and additional ne~ work as outlined 
below. · 

As authorized b~ your letter, we have adjusted. the production 
schedules for the Mark V-B IF and Mark V-E IF programs to 
errectively utilize manpower and equipment and to min~ze employee 
reoruitif:lg later in tho contract period. By advancing the Mark V-B 
sohedule, we mak~ it poaeible to initiate Mark V-E production with 
minimum new emplo~ent while retaining trained and experienced 
personnel. · 

This proposed Mark V-B IF schedule exceeds the cumulative deliveries 
required by SR-'IM-9424. 'lhe Mark V-E IF schedule adjustment is 
necessitated by the fact or our annual vacation shutdown during 
July. These schedules (units in tons) follow: 

,'·'1 . ' . 

' ·' . l 

UNCLASSIFIED 
SECREl 
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~tiE RET 
UBAEC -3- February 'Z7, 1963 

May we state that we are pleased to submit this proposal tor your 
consideration_. We hope you find it satisfactory. We are available 
to meet with your starr at their convenience should further discussion 
be desirable. 

Very truly yours, 

SYLCOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS, INC. 

DFM/bm 
f)6~if: 
D. B. Metz 
Manutac turing Manager 

- --· 
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·· ····· ··· .. uon Unchanged 

C!i:iss,f,cation Changed To: 

-4 
SR-A-139 

APPENDIX ''B11 TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-1)~1293 

· Authority: 
REVISED MARCH 1, 1963, UNDER 
MODIFICATION NO. 33 

Name: 
L.;..:.:~~~~~~~~~~~~~~~~~~~~~~·tractor during the period O.ctober i, · 

30, 1963,. as set forth .by Modification No.- .32, is revised 

1. MARK VII-A.- MARK V-B AND MARK V-E (Inne.r-Fuei) 

a, The Contractor shall ~nufacture .and· furnish. to the CommiSsion Mark VII.;..A, 
Mark V-B and Mark _v..;E slug.!i at monthly tonn<!ges as foll()ws; 

· . October 1962 
November 1962 . . (-: 

oe.c~ber 1.962 
· January 196-3 

F.ebr\iary 1963 
~arch 19~3 
April :196'3 
May 1963 · 
June 1963 
July 1963 
August 1963 
. September.· 1963 

Mark VII-A· 
{Tons)· 

70 
70 
70 

0 
0 
0 
0 
0 
0 
0 
0 

0 

. . 

Mark V-B {Tons) 
Integt-al Rib Ribless 

10.2 
10.2 
10~2 

. 27 .0' 
38.0 
40 .. 0 
57.0 
57.0 
57 .o· 
16.0 
40.0 
40.0 

0 
0 
6 

27 
27 
22. 

0 
0 
0 
0 
0 
0 

Mark v..:E 

. . In,gral 
,. 

0 
[) 0 

0 
0 

·o 
0 
0 
0 
0 

10 
22. 
22 

(Tons) 
Rib . 

b. ··The-Contractor shall produce.by November 29, 196 , 50 Mark V-B IF ribbed 
· . dummy slugs· according to Du Pont Drawing ·SSK 4-3.:.222 U:si_ng tinpl'ated 

. stainless steel" as the core materia·1 rather .. than uranium. 

2. MARK v-B (outer-Fuel) 

Maintain Ma:~k V-B·outer-fuel ~lement faciliti~s in ready standby which shall 
include such ~iD:inilim token operation as :required to triaintain capa~ili·ty .. It. 
is understood that minimum token operation will n'ot exceed an average pro­
~uction. of approxi1Ilately· 100 piec~~ per month. ·This program will ·be 
discontinued ~pail depletion of inventory in March 1963 ~ . 

·~ 
~ .. /f /J ·;NO ,q · 7,h:7/i.f 

f ~~?~ -~~~ponse to 



l: 

3 • PROGRAM DEVELOPMENT 

a. Mark V-E 

APPENDIX "W' TO MODIFICATION NO. 29 
CONTRACT NO~ AT(30-1)~i293 
REVISED MARCH 1, 1963, UNDER 
MODIFICATION NO. 33 

. Initiate· development .of a process for canning Mark V-E inner-fuel 
elements by the hot pressure bonding process. Contractor will conduct 
a program, using its best efforts, toward preparation of approximately 
L, 7 50 flow test, qualification, and reactor test pieces by June 1, ·1963. 

. . 

The ·program shall include the. preparation .of specific·ations and operating 
procedures for canfiing Mark V-E inner-fuel elements, including all 
necessary research development·, canning and data .accumulation. This 
prog.~am w.tn···also include ·1l:he design of .the ·necessary tooling and equip-. 

'· . ment for converting to a production program in: either hot pressure bonding 
. or hot dte sizing process' whichever method is authorized by the . 
Commission~ · l 

b. .Hot Di~ ·Sizi-ng . 
:.· 

Continue i~vestigation into· the hot die s'izing process of cladding 
Mark V-B. inner-fuel elements to determine the feasibility and economic 
advantages, if any,· of this niethod as a prdduction process.. Contractor 
sh~ll design, procure and fabricate such eq':lipment and tooling as is 
~ecessa-ry. to prepare test pieces, and conduct experimental procedures. 

Also, the· Contractor .shall. prepare specifications and operating procedures 
for canning V-B- and.Mark V-E·inrier_;fuel elements in a production method, 
if possible. · Further, Cont~actor shall. design: such tooling and equipment 

.as is necessary to automate or. mechanizethe·process evolve& an,d to adapt 
this process to the Mark V-E fuel element when authorized by the Commiss~on. 

• • • t 

. . . 

~. Nondestructive Test.ing 

Investig.ate nondestructive techniques for the .inspection of all 'fuel 
~lemenCcores and slugs pr.ocessed at the. Hicksville plant. The work 
under this program wil~ consist ·of t~e following: 

1.· Contintiation of work on the development .of a method to detect the 
formation of a nickel-uraniuln eutect'ic in hot pressure bonded slugs.' 

. . . 

· · 2. Des.ign of a positive nondestructive test for accurateLy distinguish-· 
ing, grain size and orientati'On of uranium after heat treatment and the 
'incorporation of such. test in the. production line to permit inspection 
of 100 percent of the cores processed. · 

- 2 - -:<-· 

- . 

......... .. · ... ~ 
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APPENDIX. 11B11 TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-l)-1293 
REVISED MARCH t, -1963, UNDER 
.MODIFICATION NO. 33 

3. Improvement of a t·est to measure nickel thickness on cores and the 
plating quality and the modification of.the equipment so that it is 
applicable to Mar~ V-E size cores and can be incorporated into an 
automatic assembly operation. . . 

4. Modification of bond testing equipment. to cover Mark V-E size co·res 
and the· incorporation of bond testing into the planned automated 
fnspection equipment •. 

5. Automation of recent developments in the field of nondestruc-tive 
tesdng and the extensio~ thereof to: development and production 
programs on V-B, V-E, and hot die sizing. 

6. · Conduct -preli~inary development work on the feasibiiity o~hot 
pre~sure bonding ·zircaloy-2 cladding to uranium core specftnens. 
Prepare. o.n a best efforts basis, . samples qf dired: zirconium to 

. · . 

. uranium ,bonding and. samples of. zirconium to .uranium bonding, with 
a nickel-aluminum interface . 

. 4. DU POJfi 'OOOLING 

:The Con~ractor. shall furnish all materials, services. and supplies necess_ary to 
p~rfonn all work authorized by the:Cominission in furtheranceof the tiu Pont 
Tooling Program. 

5. · THORIUM 

Complete. the thorium program in-itiated under Modification ·No. 31 to .the 
Contract •. Strip Al· cladding from. approximately 2 ~500 pounds of reject 
Mark -VII-T ·slugs. Machine and clad approximately 9, 500 a(iditional thorium 
metaf slugs for delivery by september. 30, 1963 .. 

-· 3 -



65 



. ···~~. '" 
:' 

- '> 

]I 

SE8RET 

J. J. Vise, Aaaiatmt Manager 
tor /-dllinistration 

UNC• Assr.r:rs::o !I..:.M h.. HAR b ;::J 

A. Y. Morgan, D1reotor 
Bu:lget & Finmce Division 

REVIE\ol. OF sncoR PROPOS.q. OCF' 2260-H 

FBtKERtoc 

,, . Ef?.- 'l~-~ 

No~ oi --1L.copies, Seri<:~ _.£)__ 

'lie hsve nrvieo.ted S;y1cor '8 rni8ed propoanl ror tbs perl,od ~_arch­
September 1963 end 8llbdt the tolloving COl!Dellta end reooDmelldotlon: 

CS?J!!!HJts egd Corst & MMJ?O':'!r Copmffls~ 
Tbe revis-ed propoaal in totel 1e SSl~ more tbm is currently 
approved to Syloor tor tho period. Tba net chttnge is o~ folioo.Js : 

e'J'df: 
Direot Materials 
O...&rheed 
G & A 
Fee 
Purchased Eqnipmant 

Totnl 

P!aOmel. 
Direct Msn-Mozrt.ha 
Indirect 

Total 

Pr9gma 
V-B 
V-E 
DeYe10Jllii8Dt 
Thorillll '":1 . 

F.quipuent Febrication 
Tooling 
lJ...{)rlde 
Equipment Purcluised 

Total 

?t9dugtion & Unit Coqt 
Ml>.rk V-B Lbs. 
~·(nr:: V-F. Lb3. 

DCF-222.3-H 
Currentl7 /!red 

$ 7,cno 
SIU,510 
6)J,590 

. 118,290 
ll6,47) 

ta,l:! 
1,m 

H4 

_$1,72~,U9 

173,310 
ll,l83 

109,7l:tJ 
47,011 

932,000 

OE 0 RET 
;I 

1,454 

1.~ 

$1,J9S,429 
304,750 
1.49,566 
82,150 

131,900 
50,0.32 
l,'Z72 

42.§:i§9 

6SS,OOO 
roa,coo 

Rerlsed-

+or~ 
~ .45, 

(59,510) 
61,.410 
1,010 
2,896 

~ &i:l 
83 

$3 

~ (J27 ,2.40) 
)04,750 
(2.3, 744) 
70,9f:n 
22,1.40 
3,021 
1,2:12 

} lri:&U 
(274,000) 
108.Q2Q 

WtLl .. , 
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ScEBREt 
J. J. Wi .. - 2 - HAR b ~~~1 

Unit Cost 
V-B. 
V'-E 

Coaaanta 

0011'-2260-H 
Rniaed 

Pfr.1oe1 
2.12 
2.82 

Revised 
+ or (-) 
$ .:n 

2.82 

1. ~ Should direot labor cost 8lld eetillleted me:n-montha in­
crease llbon total production tor the period la decresaed by 
83 tons or V-B PL V-E nnd the onl7 incnnoe ils for tha 
9, ~ pieoea or thorium? We oon see no renaon for en inoree.se 
in direot labor. 

2. It 3ppe!lrs thet SROO b ob:l·orbing nll the ovurhsn:l llithout r; 

reduation since the OROO 'IIOrk ha. beon diaoontinued. Total 
plant onrheed tor the a even month period ending J r.nuvry JO, 
1963, von !699,000. The SROO OTelohead tor the period March­
September 1963 is !-69~,000. Wo oen nee no reoson ror the 
increase in overheed. 

3. The increase in purohand equipcent 1a tor V-F.. 

4. The eatbulte tor thorium omm1ng is reaeoaahle based on the 
ooat in~ for the current be.tch prooesged. 

Cono1wion 
In 't'iev ot the SROO objective of obtdniftg more econo:rlcal fuel 
elMDe!its, w re~ that S;rloor be requested to tnl::e e aloeer 
look at their elementa ot oost find llt!Dpot<Mr 111tb the objecti-ve 
~ holding the unit cost ot Mark V-B to no more then the current 

· $at~ oost. We ban no beals tor 8T8luati.ng the mit cost 
ot Mark V-E vhioh is nbout .35% higher then the lUrk V-B in the 
rn-ieed pro-posal. 

ao I I. ."-.. Hobbs, '!'&:P 
.-· 1 J, S. ~opld.n8, Mm. 

·,. 
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UNITED STATES ATOHIC ENERGY COMHISSION 
Savannah River Oper'ations Office 

-FINDINGS -AND DETERMINATION 

Authorization for Modification of Cost-Plus-Fixed-Fee Contract 

Sylcor Division 
Sylvania Electric· Products Inc. 

Contract No. AT(3Q..;l) -1293 
Modification No.- 35 

. . . . . 

The- At~mic Energy Conuniss.ion proposes_ to ~odify its cost~pl~s~fixed.:.fee ·_ 
contract with Sylcor Division, Sylvania Electric Products:. Inc~, to extend 
the term of the ·contract; through-September 30, 1964, an4 defi:ne the scope of· 
work to be performed during the extended_period. · 

I hereby find that amodification to the cost..,.plus-fixed-fee type contract 
is necessary for the following reasons: 

,1. -Specifications for the production of metal units are not sufficilntly 
definitive to permit entering into an innnedia'te unit price an-:a~erilE~~t~: 

2_.- Progra:m requirements are- subject to immediate change. 

3. Continuous process development is required. 

I 4. 

5. 

The revised es<:imated cost _ ($2, 4.7(), 670) or the work under Lte- contract 
is con~{dered reasonable. 

The proposed fixed fee of $141, 276 averages six 
estimated ·cost fee base .and .J.s considered fair. 

.as- a ·result of ·negotiations- between the par.t:tes­
fee curve limits. 

. (6",~)_ <:: • 1 percent _ OL c~~ 

-The fee ~.ras· arrtv~a· .at·_ 
and is ,,,{thi~1 <:he AEC -

Upon the basis of the- findings ·set· forth above, I herel:y determine _-that it {s 
bnpracticable .to secure services of the kind and. quality ·desired T,(Ti thout the 
use .of a -cost..,.plus-fixed-fee Supplemental Agreement,_ and I here~y- authorize· 
the use of said Supplemental Agreement. 
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U. S. ATOMICS ENERGY COMMISSION 
Savannah River OperationsOfflce 

·Modification No: 35 
. Supplemental.Agreement to 
Contract AT.(30:-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC •. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksvll1eJ Long Island, New York 

. SUPPLEMENTAL AGREEMENT TO: Amend scope of w'Qrk and other provisions. of the · 
Contract~ 

EFFECTiVE DATE October 1, 1963 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION· 

Summary of Estimated 
Costs and Fixed Fee 

Operating.· Cost.!/, 

:Plant and Equipment 
(Beginning July 1, 
"1963) . 

.Fixed Fee (Operations) 

Total Estimated Costs 
and Fixed Fee 

Modi£1<:-ation 
No~-·· 34 

$26.~ 523,671 

1,488,615 

$28,136,218 

Commission Obligation (as of Novem~er 1, · 1963) 

Increase 
(Decrease) 

Jdifi<".ation _· · 
· No. 35 

$2,143J870. .$28,667,541..:. 

. . 2/ Y. 
249 ;·lO<P· 373,032 .. ·· 

141.276 1,~29,891. 

~534,246 $30,67.0,~ 

1.1 

!:_/ 

Includes P-lant and ·Equipment prior to· July 1, 1963 ~ 

Includes $35,000 for first quarter FY 1965·a\lthorizations not. to be 
obligated in FY 1964 •. 

. . . : .. ... . .· ~ 
)!1~5 (., ·_:· ,_ : ..... 

• ..... ~· F""P ,. •. _ ..... ., ..... ,.., .. _·:·#· 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Offi.ce 

Modification No. 35 
Supp_lemen:tal Agreement to 
Contract·AT(30·1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. -

. THIS SUPPLEMIDITAL AGREEMENT, ent~red into the 31~ day 0£ ~· , 19 ,,.~ 
effective October 1, 1963, unless otherw~se hereinafter speclfiC8iiYrovided, 
by and between the UNITED STATES ·oF AMERICA (hereinafter referred to- 9-8 the _ 
"Government") as r_epres~nted hy the UNITED STATES ATOMIC ENERGY COMMiSSION- (here~ 
inafter refer~ed .to as-the "Cominission") and,SYLVANIA-ELECTRIC PRODUCTS.INc.- -
(hereinafter -referred to as_ the- "Contractor"): - - -

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951; the Cominission an~ the Contrac-tor 
entered into Contract AT(30-l)-1293 for the :performance by- the Contractor of 

- certain work for the Conui:dssion; and 

WHEREAS' said Contr<ict has heret:ofore been amended from- time to timelnd 'the­
parties desire. to further amer:td said Contract to revise the ~cope of work and 
to ·amend certa:iri other provisions- of the. c<)ntra~;t as hereinafter set forth; and 

WaEREAS, thi·s._Suppl;emental Agreement is authorized. by the Atomic Energy Act of 
19 54, a:s _ amended; -

- NOW, THEREFORE; the .parties hereto do mutually agree as follows: 

1. In Paragraph L, rerm, of Article III ... TEBM·, EXPIRAofiON -AND TERMINATiON; 
the dat~ "September -30, 19-63, 11 is deleted and the date ''Septeint>er 30, 19-64," 

- is substituted therefor~ 

. 2. paragraph 1., Estimate of Cost and Fixed Fee, of Article IV - ESTIMATES OF 
-COSTS; OBLiGATION OF FUNDS AND FIXED FEE, is r~vised to r_ead as follows:-

''1. Estimate of Cost and Fixed Fee. _The presently estimated cost o_f the 
work under this C_ontract is $29,040,573, exclusive of the Contract~r' s 
fixed fee. _The Contractor's fixed. fee as set -forth in paragraph 2., _ 
of Artic;le. V of the Contract is $1,629~891. The estimat~d- cost of · 
the work, as_· described in paragraph 1. of the Article entitled Scope. 
of Work for the p~riod October 1, 1963, to September 30, 1964, is 
$2,470,670,-· exclusive of the.Contractor's f";i.xed fee of $141,276." 

3.. In -paragraph 2., Obligation of Funds," of Artie 1e IV - ESTIMATES OF COST, 
OBLIGATION OF FUNDS,. AND FlxED FEE, the figure u$28, 145 ,046" is deleted 
and the figure "$29,326,218fT is substituted therefor. . 
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Modification No. 35 
Suppleme.ntal Agreement· to 

·Contract AT(30.;.1) -1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4 ~ The fo i lowing ·new ~ubpai:agraph. (e) is added to paragraph 2. , Fixed Fee, .· 
of Article V - ALLOWABLE COST AND. FIXED FEE: 

·"(e) The fixed fee applicable to .work performed during the perio4 
October L, 1963·, to September 30, 1964, is $141~276.rr 

5. The foliowing new subparagraph (e) is added· to paragraph 2 ~, Payment -of 
Fixed Fee, of Article VI -PAYMENTS: 

"(e) For· the perl.od. 'October 1, 1963, through September 30, i.964, .ni:nety · . 
. percent (90%) of the fixed· fee of $141, 27·6 shall' become due and · 

payable in monthly installments of.$10;59-S~n 

6. It_em (c) Consulting Services of paragraph 4~, Items -of Allowable Cost, of 
Article V- ALLOWABLE. COST· AND· FiXED FEE, is rev;i.sed.to read as follows: 

"(c) . 

. . 

C<>nsultin:g Services (including legal and accounting) a~d· r~ated 
expenses, as' approved by. the Contrac.ting Officer, except a,JI made .. 
unallowable by item (y) of paragraph 5~" 

. 7 .. The following new subparagraph (y) is. added to paragraph 5., Items of 
Unallowable Cost·, of Article V - ALLOWABLE COST AND. FIXED n:E: . 

.. 

II (y) Salaries or other compensation (B:nd expenses related the:;-et()) <>f any 
individual employe_d under this Contr.act 'as a cons.ultant br in another. 
comparable emploYl!lent capacity who is an employe_e of another organi­
z.ation and .concurr~ntly performii,'lg work "on _a, full.:..time basis for that 
organization under.a. cost-type contlract.wi.th.the:Co1Jiini-ssion, except· 
to the exteri.J: that ·cash paytn.erit therefor is r~quired pursuant to the 
provisi.ons of .this Contract or- procedures of the Commission applicable-
to the borrowing· of S\l,Ch an individual from another COSt~type . 
. contractor." · · 

8. Appendix "A'' Modification· No .. 29, as ame:nded, i.s further amended as of 
October 1, ~96_3, and is attached hereto and made a part hereof. 

9. Appendix "B". Modificati<>n No. 29~ as amended, is further amended as of · 
October 1, 1963~ and is attached hereto and made a part hereof. 

10. .Provision 7., CONTRACToR •s ORGANIZATION, , of Appendix "E" General Provisions 
is revised to read as f.ollows: · 

"7~ CONTRACTOR'S ORGANIZATION 

(a) Organizat.i<>n Chart. As promptly as possible after the execution 
of this Contract, the·c;ontractor shall furnish to the Contractirig 
Officer a chart.showing the names, duties, and or~anization of· 

- 2 -
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Modification N'o. 35 
Supp~emental Agreement to 

·Contract AT(J0-1)~1293 
SYLVANIA,ELECTRIC· PRODUCTS INC. 

key personnel to be_ ·employed in connection with the work, and 
shall furnish from time to time supplementary information· 
reflecting changes therei.n. 

(b) . Su'perv.ising Representative of Contractor. . Unie-ss otherwise· 
directed by the Contracting·. Offi_cer, . a ·competent full-time 
resident supervising repres~ntative ·o·f. the C'onn·actor, satis­

. facto~y ·to the Contracting Officer~. shall be in charge of the 
· work at the site at all times. 

(c) Control of Employees.· The· Contractor .shall be_ -~esponsi_ble fo.r · 
maintaining satisfactory standards of employee competency, con­
duct and integrity and shall be responSible for taking such 
disciplinary action with respect to his employees as ~Y be 
nece_ssary~ The Contractor shall est~blish s·uch· standard·s and 
procedures as a:re necessary to implement. effectively t~h · · . 
provisions set forth in Atomic Energy Cciuimission Procu'- ment , 
Regulations 9-12.54 and ·such staiidards and procedures·t- hall be 
subject to the approval of -~he. Contracting Officer." 

11. The fo11,.owing new General Provision No. 23 is added· to App·endix "E" Generl!.l · 
Provisions of the Contract: 

1123 .. Consultant· or .O.th.er -Comparable Empl~yment Services of Contractor 
employees-. 

The Contractor shall require· all employees who are employed full.:time (an 
individual who perforins ·work·under the ~ost-t'ype contract on a·full-tillle 
basis) or part-time (SO percent or more of· regular.annual·couipensa~ion 

·received under terms of a contract with the Commission) on the Contra,ct 
work· to d·isclose to the Coritractor ·all. consulta~t .or other c·ompa,rable . 
employmEmt se·rvices which the «mtployees prop_ose to undertake ·for others·~ 
The Contractor shall transmit to the Contra:cting Officer all information· 
obtained from such disclosures. The-Contractor will.requ:i.re an:y.employee 
wh() will be eil,lploy~d full-time on 'the Contract work to agr-ee, ·as a con-· 
dition of his participation in such work, that he will llOt perform 
consultant. or other comparable employment services for another Commission 
cost-tjpe Contractor under its Con.tract with the Commission except with 
the prior approval of the Contractor." · · 

12. All other terms and conditions of the 'contract· remain_ unchanged. 

-~ 3 -
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Modification No. 35 
Supplemental-Agreement to . 
Contract AT(30..:.1) .. 1293 
SYLVANIA ELECTRIC PRODUCtS INC. 

iN WITNESS WHEREOF, the parties hereto have executed this Modifi·cation as of 
the day and year· first above written.· . ~ 

UNITED STATES. QF AMERICA . ~-·.~ .. 
BY: U. S~. ATOMIC ENERGY COMMISSION ~ ,..-~ 

' 11~ 
-~· . . . 

BY: · . ·. • .. · · . 
. R.C.·~--

TITLE: ·sav9n.1Jah Rivet pp~ratioM Pffi~ 

.. WITNESSES: . L 
.. b ... BY: ______ ~~~~~~~~~------

·z 
TITLE: Manufacturing Manager 

Sylcor D1visJ;on 
_,·.·-~ .. 

' -~ 

··~··.· .. 
. · (Address).7YJd · · 

~ .I. 
of Sylvq.nia Electric Products Inc., named a·hove; that_...j/.J~-...:;'..;;~::..)""'-'-. --=-/.::..).:...1.:.:,:::;...-..:;.7--=S,=· ..... ---:-

- . . -

who s.igned this Agreement on behalf of said corporation, was. th(m. IJ?ft' <f: & t{, ~( 

. _..J~r_L._£_~_--.._--:--"(J~')_,_-_ ... _. _,_, ·_--'-"_ of . said corporation·, and .that this Agreement w~s 

duly signed for and in. behalf of said corpol;'ation by authority of. its. governing 

body and within the scope of its ·corporate powers. 

WITNESS my hand and seal- of· said corporation ·this ) 2 day of_;~---~~~?~->~~~v~'-'-·-~~-~ 

19 '"· 

~-· .. 

(CORPORATE SEAL) 

- 4 -
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1 
I Contract -·o. AT(JO-l)-1293 with 

-l Sylvania _,lectric Products Inc., 
Sylcor·Division 
Appendix riA" 

H. Call-in Pay (Non-exempt Salaried. and Hourly Employees) 

Employees who are called in for emergency work outside their regularly 
scheduled hours may be paid at overtime rates for such hours worked 
or a ~nimum of four hours straight time, whichever-is greater. 

I. Separation Pay 

1. Separation Pay in Lieu of Notice 

Employees with stx (6) months or more of continuous service who 
are permanently and involuntarily separated without prejudice will 
receive notice or separation pay in lieu of notice as indicated 
below: 

a. Hourly Employees - One (l) week's notice or one (l) week's pay 
at base rate, not to exceed 40 hours. 

Should a~ hourly paid employee be separated because of lack of 
work while assigned to commercial work at the Hicksville Plant 
and ''bump" through seniority rules an employee on Contract 
work, it is agreed the Commission shall not be liable for 
separation pay to the separated employee. Where an employee 
engaged on Contract work at the Hicksville Plant ''bumps" a 
less senior employee assigned to couunerical work, the Commis­
sion shall reimburse the Company, if required, for separation 
payments to the employee thus separated. In all instances 
where the Commission reimburses for separation pay to em­
ployees not engaged on its work at time of separation, pay­
ments must be approved by the Commission. 

b. Non-Exempt Salaried Employees - Two (2) weeks' pay and as much 
notice as possible. An additional one week's. pay may be 
granted .to employees having five (5) or more years "of con-· 
tinuous service. · -

Separatiop· pay t-o eligible employees whose total Company ser­
vic~ has been divided between the-Contractor's commercial 
activities and work ··under this Contract shall be prorated 
according to length of service on Contract work and the Com­
pany's ~ommercial activities. 

c. Exempt Salaried Employees - Four (4) weeks pay or until the 
employee secures new employment for employees with up to_ five 
(5) years continuous service. An additional one (l) week's 
pay for each year, or portion thereof, of continuous service 
in excess of 5 years service or until the employee secures 

Revised October l, 1963 

- 9 -
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Contrac:'-·_=0. AT(30-l)-l293 with 
Sylvania Electric Products Inc., 
Sylcor Division 

· Appendix "A" 

new employment except that in no instance shall the employee 
rec~ive more than 15 weeks separation pay. Separation_ pay to 
eligible employees whose total Company service has been 
divided .between the Contractor's commercial activities and 

. work under this Contract shall be prorated according to length 
of service on Contract work and the Company's commercial 
activities. 

2. Severance Pay - Hicksville Site Closing 

Reimbursement will be made to the Company for severance payments 
only in the event that the Hicksville site is closed because of 
termination or expiration of this Contract. Severance_payments 
made to employees whose total service has been divided between 
the Contractor's commercial work and work under·this Contract 
shall be prorated according to the length of service on Contract 
work and commerc~al work. Employees whose employment is te~nated 
because of the closing of the Hicksville site may receive severance 
pay in accordance with the sections of Sylvania Electric Products, 
Inc., Policy and Standard Practice entitled "Reassignment or 
Separation of Employees when a Plant or other Facility is Being 
Permanently Closed" and "Separation Policy-Plan 1 A 1 Employees" fur­
ther identified as No. 313. (Supplements 2 and 4) issued October 1, 
196.3. 

'•' 

IV. EMPLOYEE BENEFITS 

A. Educational Benefits 

When an employee is assigned t~ an educational course as part of his 
work under this Contract, the Contractor may pay the cost of the 
course, including books and required travel expenses. . . 

Employees ·who eiect to take educational courses may be reimbursed by 
the Contractor a,s out1ined below. 

·1. The employee must· obtain app~oval of the .Plant Manager pripr ~o 
enrolling in th~ ·course. 

2. Upon completion of the course and before reimbursement for any 
part of the course cost is made, the employee shall provide ac­
ceptable evidence of successful completion and appropriate pro­
perly receipted billa. 

3. If the course is directly related to the performance of Contract 
work, 100% tuition will be refunded upon satisfactory completion 
of the course. 

Revised October 1, 1963 
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4· If the course is not directly related to the employee 1 s, present 
work but is related to the employee's development for higher level 
work in which there is a reasonable probability that he may be en­
gaged under the _Contract, 50% of the tuition may be refunded upon 
satisfactory completion of the course. 

5· If the course is not directly related to Contract work but part of 
the requirement for a degree in a field directly related to the 
Contract work in which the employee is engaged, 50% of the tuition 
may be refunded upon satisfactory completion of the course. 

In addition to the benefits outlined above, up to six hours time off 
per week with pay may be granted to employees who take approved grad­
uate-level courses related to this Contract. 

B. Group Insurance 

The Contractor maintains group insurance program for all eligible and 
retired employees including: l) life insurance, 2) accidental death 
and dismemberment insurance, 3)-insurance f9r company travel, 4) hos­
pital-surgical-medical insurance, 5) major medical insurance, and 6) 
non-occupational disability insurance, the details of which are on 
file and approved by the Commission. The Contractor's contribution 
to the cost of the program is reimbursable on a pro rata share basis 

.as approved·. by the Commission. A proper share of dividends, premium 
refunds, and other credits accrued to the approved group insurance 
program will be credited to·the cost of Contract work. The following 
group insurance programs are provided by the Contractor. 

1. Life Insurance is provided for all regular employees at no cost 
to the employee after one month of Company s~rvice. The amount 
.of insurance is determined by the employee's base rate of pay • 
. The face value of the life insurance per eligible . employee will be 
a minimum of $3,000 and a maximum of $225,000. Insurance coverage 
may be extended up to one year during a-period an employee is .. 
totally disable~. 

. . 
2. ·Accidental Death and Dismemberment Insurance- is provided for all 

regular employees_at no cost to the employee after one month of 
Company service·.:·. The:- amotint of insurance is determined by the 
employee's base rate of pay, with a minimwn of $3,000 and a maxi­
mum ~f $20,000 for any one accident. IQsurance coverage may be 
extended up to one year during the period an employee is totally 
disabled. 

J. Insurance for Company Travel is provided at no cost to the employee 
to cover death while an employee is traveling on, and as a result 
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- ll-

USDOE 017306 



'· 

4· 

5. 

6. 

Contract . AT(J0-1)-1293 with 
Sylvania ~~ectric Products Inc., 
Sylcor Division 
Appendix "A" 

of, Company business. The amount of death insurance will be two 
times the employee's base annual salary, subject to a minimum of 
$25,000 and a maximum of $150,000. 

Hospital-Surgical-Medical Insurance is provided for regular em­
ployees at no cost to the employee after one month of Company ser­
vice. The·insurance covers the employee and his dependents. 
Insurance coverage ~ay be extended up to one year during a period 
an employee is totally disabled. 

Major Medical Insurance is provided for all regular employees at 
no cost to the employee after one month of Company service. Major 
Medical Insurance is in addition to the basic Hospital-Surgical­
Medical Insurance. Insurance coverage may be extended up to one 
year during a period an employee is totally disabled. 

Non-Occupational Disability Insurance is provided to all employees 
at no cost to the employee immediately upon employment if the· 
employee was a covered employee working for a covered employer 

-within the preceding six months or after 28 calendar days of em­
ployment. Benefits under this plan begin eight (8) days afte.r a 
non-occupational illness or injury. Payments under this policy 
are made in lieu of salary or wages in an amount equal to one-half 
of the normal weekly pay, but not to exceed $65 per week. Benefits 
under ~his policy for any one accident or illness may not be paid 
for more than 26 weeks. 

C. Pension Plan 

A non-contributory Pension Plan is provided all employees of the 
Contractor, the details of which ·are filed with and approved by the 
Commission. 

D. Savings and Security Plan 

Regular ·employees· with one. year ·or continuous s·ervi(:e may participate 
in a ·voluntary Savings· and Security Plan as filed and approved by the 
Commission.·; Under the Plan participating employees contribute· 3% of 
their earnings by payroll ·deductions and the Contractor contributes 
6% of its net profits before Federal tax based on income for each year 
but not to exceed an amount equal to the total amount contributed by 
the members and not withdrawn during the year. 

V. TRAVEL, TRANSPORTATION, SUBSISTENCE, AND MOVING EXPENSES 

A. Travel, Transportation and Subsistence 

Travel incurred by employees, consultants and prospective employees 
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in connection with the performance of contract work may be reimbursed 
as follows: 

1. The actual cost of transportation by common carrier, or $.08 per 
mile plus highway, bridge, ferry and tunnel tolls when travel by 
vehicle is authorized. 

2. The reasonable actual cost of lodging i-n accordance with prevail­
ing locality rates plus an allowance not in excess of $7.50 per 
day for subsistence. ·· 

J. The actual cost of necessary telephone calls, telegrams, and in­
cidential transportation and personal expenses. 

B. Moving and Relocation Expenses 

.Key scientific, technical and professional employees moving and re­
location expenses to plants operated in connection with the perform­
ance of contract work may be reimbursed as follows: 

1. Transportation expenses for an employee and dependent·s all in A. L 
above. 

2. The reasonable actual cost of lodging plus a subsistence allow­
ance not: in excess of $7.50 per employee, $6.00 for each dependent 
over 12 years of age and $4.00 for each dependent 12 years of age 
and under while enroute from place of permanent residence to 
transferred lo.~ation. 

J. A living expense allowance not to exceed $9.00 per day for thirty 
(30) days to cover additional .. living expenses of an employee where 
family remains at principal place of permanent residence at time 
of transfer. In.addition, the incurred cost of two (2) round 

·trips from place of work to principal place of permanent residence 
during this period. · 

4. Rea~o~ble travel expenses iQcurred by an employee's ~fe in making 
visits riot in excess of .two round trips to new location prior to 
transfer of residence with such expenses reimbursed in ·a.c·corda·nce · 
with A.l., 2., and J. abov~; or, if traveling with husband, in 
accordance with B.l., and 2. above. 

5. Reasonable brokerage fees not to exceed 5% of sale price plus legal 
and other· necessary closing fees in connection with the· sale of 
principal place of permanent residence at the old location; or, a 
reasonable cancellation fee not to exceed the equivalent of three 
(3) months' rental in connection with the breaking of a lease on a 
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rented house or apartment. 

Contract -~1_o. AT(.30-l )-129.3 with 
Sylvani~ ~ectric Products Inc., 
Sylcor Division 
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6. Legal fees and other unavoidable expenses not to exceed 3% of 
the purchase price in connection with the purchase of a residence 
at the new location. 

?. The cost of real estate taxes, fire insurance, and intere.st on 
the mortgage on the old house not in excess of the equivalent of 
one month's payment when it is necessary for an employee to take 
title to a house in the new location ·without completing the sale 
and transfer of title to his house at the old location. 

8. The reasonable cost of transportation of household goods and 
effects including packing; crating, insurance, unpacking, dis­
connecting and connecting equipment and for temporary storage of 
house hold goods and effects not in excess of thirty (.30) days. 

9. ~ncidental relocation expenses not to exceed "50% of one (l) . 
month's base salary for an employee who owns and transfers house­
hold goods to the new location. 

10. When at the Contractor's request an Exempt Plan A employee is 
transferred from another Sylvania location to the Hicksville site, 
reimbursement consistent with Sylvania co~rcial practice as de­
fined in its Policy and Standard Practice Manual dated February 
15, 196.3, ~y be made for a loss sustained by the employee in the 
sale of his residence. It is understood that this policy shall 
be applied uniformly to all company Plan A employees and that re­
imbursement for such a loss is limited to its occurrence upon the 
transfer of a~ employee to the Hicksville site to perform work on 
Contract AT(.30-l)-l293 and not applicable to its occurrence upon 
the transfer of an employee performing work on Contract AT(JO-l)-
129.3 from th.e Hicksville site to another location. Reimbursement 
of any loss in excess of $500 ·shall be subject to the Commission's 
prior approval. . 

c. New Hires - .Key Scientific, Technical and ·Professional Employees 

Travel and moving expenses-incurred .by new hires in connection with 
Contract work may be reimbursed as follows: 

l. Transportation and moving· expenses for an employee and dependents 
as in V.A.l., B.2., and B.B. 

2. Reasonable cost of room and board for two weeks and reasonable 
travel expenses incurred by an employee or his wife in making 
visits not to exceed two round trips between new location and for­
mer residence if the new employee relocates before moving his 
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A. Pre-Employment Physical Examination 

Reimbursements may be made for the expense of pre-employment physical 
examinations performed by. a non-company physician when such examina­
tions are necessary for the placement of an individual on Contract 
work. Such reimbursements will not exceed $35 for any one individuaL 

B. ·In-Plant Training Courses 

The reasonable costs of in-plant training courses deemed essential 
and of benefit to the per-formance of Contract work are approved as 
allowable Contract costs. 

c. Outside Training and Meetings 

When 'it is in the interest of the Contract for an employee to partici­
pate in outside training at the request of the Contractor or attend 
scientific, technical, or professional meetings; the cost of such 
training or attendance is an allowable cost under the Contract. Par­
ticipation in outside training or attendance at meetings for a period 
of five (5) working days or more and all foreign travel incurred in 
connection therewith, will require the prior approval of the Commis­
sion. 

D. Licenses, Professional Society Memberships, and Magazine Subscriptions 

1. When professional licenses ~re considered essential to the per­
formance of Contract work or where an employee is the official 
representative of the Contractor or attends meetings of engineer.­
ing, management or professionS.·! societies as part of his work, . · 
reimbursement may be made .for the actual ccists of such licenses~ 
dues or memberships, and magazine subscriptions. 

2. Where ··employee ·subscriptions to technical magazines, professional 
licenses, or memberships in scientific, engineering or profes­
sional societies are considered of benefit to the performance of 
Contract. work, reimbursements may be made up to one-half the costs 
of such subscriptions, licenses or memberships.;· 

E. Publication Awards 

Employees may receive token awards not to exceed $50 for publications 
of technical papers in technical jourrials which are of interest to the 
Contract and for which no compensation has been received from the 
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with 
Inc., 

F. Employee Social and Recreational Activities 

Costs·incurred as Contractor contributions to employee social and 
recreational activities may be made in an amount not exceeding the 
equivalent of 9 cents per week per employee. 

G. Supper Money 

Reasonable supper money allowances may be paid to exempt employeeswhen 
they are not receiving overtime pay and work 2! hours or more past the 

-end of their standard shift. Non-exempt salaried and hourly employees, 
who receive overtime wages, will not receive supper money. 

H. Employment Agency Fees 

\f.hen employment agency services are required to secure properly quali­
fied personnel for the performance of Contract work, agency fees for. 
such services may be reilllbursed in an amount not exceeding 10% of an 
employee's base annual wage or salary. 

I. Printed Material 

A pro rata ... share of the cost of printed material which is distributed 
to employees for training, information and indoctrination under the 
Contract is reimbursable. 

J. Clothing Loss 

Damage to or loss of·employee clothing and personal property as the 
result of the performance of Cor.tract work and not attributable to the 

.employee's carelessness or negligence will be reimbursed. The amount 
of reimbur~ement will be based on replacement cost ~nus a ·fair de­
preciation estimate. 

K. ·personal Protective. Equipment 

V L. 

The Contractor·will be reimbursed for the cost· of providing employees 
with required personal protective equipment or clothing in accordance 
with the Contr,actor 1 s established policies and practices. 

Patent Awards 

The Contractor may be cost reimbursed in amounts not to exceed $100 
per employee under the Contractor's Patent Award Program for patents 
granted and assigned to the Commission. Where the invention or dis-
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~overy is of particular importance or value to the Commission, ad­
ditional awards may be granted with prior written Commission approval. 

M. ·Suggestion Awards· 

The Contractor may be reimbursed on a pro rata share basis for the 
reasonable cost of a Suggestion Awards Program. Hourly and non-exempt 
salaried employees on jobs which require working out improvements, 
developments, or new ideas shall be eligible for awards for only those 
suggestions which apply outside the scope of their own responsibility, 
duties, or assignments. Exempt employees shall not be eligible for 
suggestion awards. The minimum award is $7.50. The marimum award is 
$25,000. Reimbursement of any award in excess of $250 for any one 
employee or $500 for any employee group shall be subject to the ap­
proval of the Commission. The Contractor will provide the Commission 
with such data as may from time to time be required for appraisal and 
substantiation of costs incurred under the program. 

O. Family Day 

The Contractor may be reimbursed on a pro rata share basis for the 
reasonable cost of holding an annual "Family Day - Open House" pro­
gram. Reimbursement shall be subject to prior approval of the Com­
mission.· 

... 
P. Cooperative Student Work Program 

When it is in the interest of the contract to afford engineering or 
scientific students employment under a cooperative arrangement with 
an accredited college or university that has a bona fide and estab­
lished cooperative student work program in accredited, engineering 
and/or scientific disciplines, reimbursement may be made for expenses 
as follows: 

1.. Travel and .Related Expenses for the Student 1 s :fuitial Interv',iew 

a. The actual ~ost of transportation between the school and- the 
co!J,tractor plant site by COIIDilOn carrier, or $.08 .pe·r mile 
plus highway, bridge, ferry and tunnel tolls when travel by · 
private passenger vehicle is used. 

b. The reasonable actual cost of lodging plus an allowance not 
in excess of $7.50 per day for subsistence. 

c. The actual cost of necessary telephone calls, telegrams, and 
incidental transportation expenses. 
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2. Travel and Relocation Expenses 
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a. Travel as described in A.l., above between the school and the 
contractor's plant site for each 6 months term of work where 
the student ordinarily lives (except when in school) more than 
50 miles from the contractor's plant site. 

b. The reasonable actual cost of lodging plus a subsistence 
allowance not in excess of $7.50 pet day while in travel 
status. 

c. In order to allow the student time to find housing, the rea­
sonable actual cost of lodging not to exceed $7.50 per day for 
a period up to one week (7 days) on the initial. work term and 
up to 3 days on subsequent work terms and approved by the con­
tractor on an individual basis. 

J. Salaries 

Students working under a cooperative program and pe_rforming work 
on the contract will be paid according to the following scale: 

Work Term* 

Co-op ·.Student l (1 
(2" 

Co-op Student 2 (3 
(4 

Co-op Student 3 (5 
(6 

Co....:Op Student 4 . (7 
(8 

* ·Each term represents 3 months 
; 

4· Continuity of Service 

Weekly Salary 

$78.00 
82.00 

90.00 
94.00 

102.00 
106.00 

114.00 
114.00" 

The student's return to school work at the end of each work term 
will, for the purpose of calculating company benefits, be regarded 
as a resignation and service will not accumulate from one term to 
another unless and until. the student ceases to w.ork under th~ co­
operative program and becomes a full time regular employee. At 
such time as the student becomes a full time regular employee all 
compar~ benefits will be applicable to the student and credit will 
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be given for the full time he worked under the cooperative 
program. 

5. other Benefits 

Cooperative students will not be eligible for all company 
benefits but may_be treated the same ·as a regular employee 
under Appendix "A" for the following: 

Section II 

Section III 

Section IV 

.... 

A 

D - 1 
D - 3 
o·- 5 

B 

-19 -

Holidays 

Court Duty 
Death in Immediate Family 
Required Selective Service 
Examinations 

Group Insurance 
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SALARIED "EMPLOYEES 

Job Classification 

Manufacturing Manager 

Engineering Manager "B" 

Engineering Specialist 
Plant Maqager 11C" 
Section Head 

Exempt 

13 J 

12 J 

llJ 

Manufacturing Superintendent 10 J 
Supervisor of Product Engineering 
Adv~ced New Product Development Engineer-Sylcor 

Advanced Research (or Development) Engineer 
~ngineer-in-Charge 

Supervisor of Quality Control "A" 
Senior Sales Engineer .. 
Equipment Design Specialist 
General Foreman 
Project Engineer 
Research (or Development) Engineer 
Supervisor of Cost Control "A" 

Safety Engineer~ Sylcor 
· Research Metallographer · 
Senior_Engineer itA_u ' 

Supervisor, Production Control."B" 
Supervisor, Qual,ity Control "B" 
Supervisor of Per;sonnel ''B" 

- 20 -

9 J 

8 J 

7 J 

Monthly 
Salary Range 

$1150 - $1905 

1035 - 1710 

940 - 1555 

855 - 1410 

765 - 1260 

690 - 1145 

635 - _1045 
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SALARIED 1MPIDYEES 

Job Classification 

Contract Administrator 
Equipnent Designer, Sr. 
Purchasing Agent "A" 
Senior Engineer 11 811 . 

Supervisor of Security and 
Administrative Service 

Supervisor of Maintenance "B" 
Toolroom Foreman 
Foreman Class I 
Tool Coordinator 

Exempt 

6 J 

~~ 5K 
Cost Analyst & Statistician 
Supervisor of An Accounting Department Section 

-... 
Engineer 
Foreman, Nuclear Products 
Industrial Engineer 
Accountant, Senior 
Foreman II 
Personnel Assistant 
Systans and Procedures Analyst, Jr .• 
Equipnent Designer 

Cost Accountant 

4 K 

J K 

- 21-

Monthly 
Salary Range 

$· 590 - $ 965 

550 - 890 

510 - 815 

745 
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SALARIED EMPLOYEES 

Non-Exempt 

-Job Classification 

Master Craftsman 
Technical Associate 

Designer-Draftsman 

Material Requirements Analyst 
Production or Maintenance Supervisor I 
Technicia~, Senior 
Production Scheduling Clerk 
Job Estimating Clerk 
Accountability Supervisor 

Draftsman 
Accountant, Junior 
Production or Maintenance Supervisor II 
Safety Inspector 
Plant frotection, Supervisor 

Employment Interviewer & Counselor 
Buyer:, Junior 
Nurse, Senior 
_·Technician . 
Stock Clerk 
Produ~tion Control· .plerk 

Payroll Accountant 
Purchasing Clerk 
Secretary, Senior 

64 

63 

62 

60 

59 

58 

- 22 -

Weekly 
Salary Range 

$126 - $190 

118 .,. 176 

109 166 

97 - l4B 

91 - 138. 

86 - 130 
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SCHEDULE I 

SALARiED EMPLOYEES 

Job Classification 

Draftsman, Junior 
Nurse 
Production Section Leader 

Production Control Clerk, Junior 
Technician, Junior 
Secretary 
Accounting Clerk, Senior 
Stock Clerk, Junior 
Statistical Cterk, Senior 

Clerk, Sen;ior 

Accounting Clerk,- Junior 
Technical or Statistical Clerk 
Telephone Operator II 

Clerk-Typist 

Non-Exempt 

57 

56 

55 

54 

52 

. -General Wage Increase - Effective September 2, 1963 
·; 

- 23 -

Weekly 
Salary Range 

$82 - $123 

77 - 114 

74 - 106 

71 - 98 

71- 86 
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Job Classification 

Tool, Die & Model Maker "A" 

Machinist u A 
Electrician Specialist 
·Inspector 11 A" 
Sheet Metal Specialist 

Mechanic 11A11 

Welder 11A11 

Sheet Metal Worker "A" 
Electrician "A" 
Welder I 
Machinist I 

Machinist ''B" 
Carp'enter 
Inspector "B" 

Mechanic "B" 

·.-

Pr9cess &·Equ~pment Checker 
Assembly & Furnace. Brazing 
Rolling Mill Operator 
Melter 
Guard Sergeant ; . 

Contr~~· No. AT(JO-l)-1293 with 
Sylvai. • Electric Products Inc. 
Sylcor Division ' 
Appendix "A" 

SCHEDUlE II 

HOURLY EMPLOYEES 

Non-~empt 

w 12 

Wll 

LG 10 

LG 9 

LG 8 

Hourly 
Salary Range 

. $3.05 - $3.66 

2.88 - 3-49 

2.72 - ).28 

Flu0roscope Operator & X-Ray Inspector 
Radiograph'-st 

General Wage Increase - Effective September 2, 1963 
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Job Classification 

Anned Guard 
Anned Courier 
Storekeeper 
-Machinist "C" 
Inspector "C" 
Chemical Room Operator 
Machining Operator-CPP 
Sodium Loading Dry Box Operator 
Briquetting Operator 
Heat Treatment Operator 
Hot Pressing Operator-VB 
Welding Operator-VB 
Machining Operator-VB 
Fluoroscope Operator 
Hot Press Operator 
Finishing OperatQr 
Maintain Chemical Solutions 

Materials Stock Clerk 
Mechanic "C" 
Canhing-Hot Press Operator 
Canning-Assembler 
Die Processing Operator 
Machining Operator-ABC 
Plating-Machine Operator 
Fabrication Operator 
Rack Maintenance Man 

";. 

Groundskeeper 
Trainee, Production 

Maintenance Apprentice 

Cafeteria-Dishwasher, Porter 
Janitor-Porter 

Contract No. AT(JO-l)-1293 with 
Sylva.: Electric Products Inc. 
Sylcor Division ' 
Appendix "A" 

SCHEDULE II 

HOURI.J: EMPLOYEES 

Non-Exempt 

l.G? 

LG6 

LG5 

I.G4 

I.GJ 

Hour}Jr 
Salary Range 

2.02 - 2.41 

1.91 - 2.26 

1.81 - 2.13 

General Wage Increase - Effective September 2, 1963 
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UNCLASSIFIED 

SEEREl 

DCF t2~71-H 

March 22, 1963 

~.it! ,\J.,.:-J.,.,.:!:,;"'J ,..-... .-i·;-.fiJ \~ 3 ~~....;-:•. 
;'Xl, )- ,_r.l : + -· "'"' !'1 :,.,~ 4 

Mr. R. c. Blair, Manager 
u.S. Atomic Enerqy Commission 
savannah River Operation• Office 
P.O. Box A 
Ai.ken, s.c. 

Attention c Hr. N. J. DonAhue 

Gentlemen• 

We are pleaaed to subudt a proposal covru:J..n9 PX'OiiJX'ilm changes 
to the ac::ope of work, as requeated in your letter of 
February 20, 1963 (SR-'lM--9424) and revised by your teleqram 
of 3/12/63. 'l"h.is 8uperaedea OUJj eulxni8sion dated 2/27/63. 

The new total coste for the contract period are $3,691,700 
including fee. Tha coat information covers actual costa 
fran october, 1962 through February, 1963 and new estimated 
coats for the period March through_September, 1963. 

In adcUtion ~the revised proc2uat1on program&, tlda propoau 
cover• continuation of the •cope of the cun:ent <levalopment 
pro<Jrams aa dat4.11ed in our previous proposal DCP' t2165-H, 
an4 addi t.ional new work a. a outlined below. 
\ I \_.._., · .... 

r I · 
!" As authorized by your letter, we have ac!ljua~ted the production 
\f /schedules tor the Mark V-B Ii' and Mark V-B IF proqrams to 
,~· effectively utilize manpoweJr and equipmant and to minimize 
~ employee recruiting later in the contract perio4. By advancing 
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JlCJ' 12271-H 

a. c. Bl.&lr -2- , l/22/63 

the KaJ:k V-B 8Cbe4ule, w. aalua J.t poaaible to i.nJ.tJ.ato 
· Mai'k -~-B produc:tioA··wJ.-t:h··mtnj,.. WN emplol'JG81lt Whil.e 
reta int 119 traineeS an4. uperienced peraonnel.. 

'l'hia propoaed Muk v-8 II' acbednle exc1eda the cuaul.ati.Te 
dellverJ.e• ~by Ba-'Dl-MU. The Mark V-ll IP schedule 
a4jua.tmellt. J.a .. neceJUitoate4 by the ~ct of our annual. vacatJ.on 
shui:down chlrin9 July. 'rbese •cWul.e• (wU.ta ill_ torus) follow• 

FWOD 

M.axcb '63 
AprU 
Hay 
JUDe 
July 
Auguat 
Sept81ber 

MARK V-B II' 
Eibl.eu 

22 

--

AAte9r!l £1b 

40 
57 
57 
57 
16 
40 
40 

Miuuc V-B IF 
intecntal r.t.b 

l.O 
22 
22 

c.~ The c1 ... 1Q9 of kUk V-a OF el•enta w1U be 41acollti nua« upon 
\lv dapl..Uoa of 1.mrela.tozy 1A KU'Crb, 1963. 

Fllll4b ~tor KU1t vn~ (~iua) work cover the machining 
and cl.NMinv of appxood.JDAt.ely 9,500 al.U9• for dellvuy by 
Sept...,_. 30. 1M3 aQCI t:M at..ripp1.A9 of alumtnua cle4dt nq from 
appl:ox1Ntely 2,500 pounda. of reject Hu:k VXI-T alU98• 

· 'l'he c::apJ.t:al. equt.pMilt Un (Bclh .... ,!Aa Ol) c:ontoJ:ma to the toa:mat 
4iac:uUe4 Wi.t.b Mr. M. ~BOD Oil l/22/63. The l.iat of J.~ 
alld. ••tiaa-. CNta ba'n lNMD nv1M4 to ref1.at actual. ex:peA41-
tu'U aD4 pJ:C)jeoted expeD41ba:•• tlu:ou9h september. lKl. '1'Y 
tWW liata ccmtaJ.n tu:nct. author1Jiad for tbe ~P ot a new 
J.nlJ..ne :Pl=- and tuD4a ne•a.l ~ pnpare for ~ of 
Han:: V-E oal.y at the level abovn 011 our adj WI ted 8Cheelul• above. 
A• a baaia b>r theM~ v-a equipDent ne1~, we have used 
an4 QPflatecl the U...t for 1'baae I deta.Uecl ill our latt.r 4ate4 
U/ll/62. 
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SECRfT 
OCP #2271-H 

a. c .. Blair -3- 3/22/63 

convert to oldde approximately two hundra4 pounda of scrap 
{., urani.wn and urani.wn carbide. Xt ia our undaratanding that 

.j thJ.a material is pyrophoric. This will require installation 
l;; of an inert-atmosphere dry-box for hanc1ling the material prior · 

J to oxidation. our estimated cost for this work. total.a $1,300, / 
including fee, and ia included in the total development program. 
funds. 

.. , 
' 

We propose to conduct preliminary development work on the 
feasibility of hot presauro bonding zircalloy-2 cladding to 
urani.wn core specimens. The coat estimated in this proposal 
is limited to that needed to prepare, on a beat efforts basis, 
samples of dire~t zirconium to uranium bonding and samples of 
zirconiwn to uranium bondinq, with a ni.ckel-al.um.inwn interface. 
our estimated coat for thi8 work totals $1,120, and ia included 
in the total devfllopment proqrmn .funds. 

Where not specifically revised by thia proposal, all other scope 
items remain as stated in Modification #32 of Contract AT(J0-1)-1293 

The additional,, in.foanation reque•te4 1n your latter is made part 
of th.is px-opoaal., u ia a detailed expl.a.JUltion of the overhead 
fi(jl\U'es u•ed in our DaaambeJr 20, 1962 proposal.. 'l'hia is 
Sohe4ul.e i5. Other overhead detail and badtgroun4 data are 
be.J.nq forwarded to your financial staff under separate cover. 

May we a tate that. we are pleased ~ subm.t. t this proposal .for 
your consideration.. We hope you .find it aatJ..afactory. We are 
available to meet with your staff at theiJ:' convenience should 
further discussion be desirable. 

Your a very truly, 

SYLCOR. DIVISION 
SYLVANIA KLBCTRIC PRODUCTS INC. 

DBM/gg 
Att1 Schad. l thru 5 

·---
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-~-~i!~~-~~-~;:~~~~~~~(i:~[li~1~ k~:.~:tf~&£1f£f~·;_~ :~i:-~~~~::_~-);_L~-/~J.~.-: ... =_-_.~--~-~_/_;_~~~-~~~-~ 
tf/:ft~W:fff)Jfice~--!Vfeiiiifrttndttffi'r!ttfMt¥kf5~~;A;ES, <Io~ERNMENt'~~~ 
1 --···~ J. s. Hopkina, DireCtor :· ~ DATE, APR 12 1963 • : 

... 

~-~~ Administrat~ ~~;,o~ ~ 
FROM : ~n,~ ,UNCLASSIFIED 
~ Budg~t and Finan~ D~visi?n : 

SUBJECT: REVIEW OF SYLCOR PROPOSAL DCF-2271-H 
I 

FB:J.ER:mp 

~-~_;g:D.,<;.;""'5J'i 
N ··s .. """" :.tz:_..~f!'1-* Docu:nent o. ::~." 

This document consists of .£ pagea. 

No_L of 1oopiee, Seriee....L.. 

We have revieved Sylcor 1 s revised proposal (DCF-2271-H) for the 
contract year aDding September 306 1963 and submit the folloving 
comments, financial analysis and contract .modification data. 

Co!I!J!lAnts 

Since there vere significant changes in the Mark V-B Program, 
Mlrk V-E elements vere required for a pilot loading and since 
additional thorium vas to be canned, Sylcor vas asked to submit 
a revised proposal vhioh vould. include the above changes in scope. 
The- change in scope vould be effective :r-brch 1, 1963. 

A revised proposal vas received- (DCF-2260-H) dated February 27, 
1963 incorporating the abOve changes. Hovever, as a result or 
inapPi'opriil,te i.ricreases.i.ri oertaih ite.ms o~ oos"t;s, the proposal 
D~-226o-H vas not accepted . and· Sj"lOQr vas requested to submit . 
anoth8r·pr<>posal which they did 7 ]')CF~2271-H dated March 23, 1963. 

-~- . . . . . . .;,: : . : - ~ 

The. folloving is a ~~ison'; 6r. .. ' bbsts and production between 
·those'ourrently approved and those included in proposal DCF-2271-H. 

-·· ·· ·.·. · · -12-2Q-62 3-23-63 Increase 
~- Eetimated Estimated or 

EatiliBted Coate rfogfam . DCF.;;{223-H . DQF-2271-H (Decreaee) 
· · ·. In Tho'Ul5ands of' Dollars) 

Mlrk VII-A 
Mlrk V-B -":. 
~k V-E ,. 
DevelOpment 
'l;horium: 
Too11ng-: · ., . 
Fabricated Equip~~ent ·. ; 
Pur.chaaed Equipment 

Total 

$ 449. 
2;452 ' 

299 
64 
80 

185' 
167 

$3.696. 

UNCLASSIFIED. 

6EORET 

$ 440. 
2,033 

307~-· 

302 
142 

74 
195 
199 

$3,692 

$. (9). 
(419) 
307 

7~~ 
(6) 
10 
32 

$ (4) 

BEBTRIOT~D DAHl 
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J. S. Hopkins 

Produc~ion & Unit Cost 

Mark VII-A - Prod. Lbs. 
- Unit Cost 

Mark V-B - Prod. Lbs. 
- Unit Cost 

Mark V-E - Prod. Lbs. 
- Unit Cost 

Thorium - Slugs 
- Unit Cost 

Eotimated Coots - Expense 

Direct Labor 
Direct Materials 
Overhead 
G&A 
Adjust. 

Subtotal 
Fee Adj. Thor.,ium. 
Fee ' 
Adjustment . 
Purchased Equipment 

Total 

APR 12 1.%3 
-2-

l2-2D-62 3-23-63 · Increase 
Estimated Estimated or 
DCF-2223-H DCF-2271-H (Decrease) 

(In Thousands of Dollars) 

420,000 442,000 22,000 
$1.Q6 i .~9 I{ .QZ) 

1,243,200 957,200 : (289,000) 
11.97 ~g.J,.g i .1!2 

108,000 108,000 
~g.f!4 12.84 

7,064 16,564 9,500 
-- --l<i! .. Q§ ~!3.51 ~{ .4~) 

$1,073,100 $1,062,336 ${10, 764) 
967,900 873,173 (94, 727) 

1,089,500 1,162,729 73,229 
198,500 196,480 (2,020) 

{l.6iQ) 97& &.21& 
3,327,760 3,295,690 (32,070) 

(478y 
·199,665 197,741 (2,402) 

1,240 (1,240) 
l6Z.60Q 1~~.21~ ~g.JJ:9 

$3.69;2.865 i2.s~g.gzg ~ {3.!293) 

~e are concerned• with the increases in the estimated unit costs 
and the continued high,total cost of Mark V-B. However, in a 
discwision with Bill Mandaro, we were assured that during the 
change-over period, this is the best :forecast that they can make. 
Mandaro did intorm us that be believes that with their planned 
automation, over the next six JIIOnths, ·they would expect to get a 
much lover unit cost for Mark V-B in the next contract period. 
This, we exP,ect in subsequent proposals. 

1 . . . 

We asked Mandaro wh:y the unit costs for V-E were ~o high, and he · 
informed us that they are essentially experimental quantities 
being produced in experimental facilities and represented their 
best estimate. We have no experience basis to evaluate the esti­
mate for V-E. 

We questioned the increase in cost and fee !or canning the first 
batch of thorium slugs which were to be completed in March. The 
increase in cost was about $8,000 with a fee of $478. Sylcor 

MSRET 
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-· 
APR 1 6 1963 

J. s. Hopkins -3-

bas agreed· that there vas no change in scope here and vill decrease 
their fee request by $478 (telecon Robinson to Gannon 4/8/63). They 
vUl .conf'irm by letter. 

We also questioned their increaee in overhead from the December 20, 
1962 proposal (DCF-2223-H). We .dU,cussed the overhead increase vith 
Bill Crovley and be indicated that the overhead vas actually over­
running their December 20 estimates by a considerable amount. Crovley 
indicated that proper significance bad not been given- -in the December 
20 estimates to the discontinuance of the work for OROO and GE in its 
effect on the allocation of overhead to SROO. Some $100,000 per year 
of overhead vas being absorbed by OROO and HOO work. The folloving 
is a comparison of actual vltlr-es·ttmated overhead through February 
1963. 

Overhead Costs 

/"E§timated 

$465,400 

Actual 

$491,509 

OVerrun 

$26,109 , 

The actual F~bruary rate of overhead was $106,183. Assuming that 
it vould continue at the February rate through September, the 
overhead for the contract year would be: 

·~· 7 M>ntbs x $106 ,i83· 
Actual thru February 

Total Projected 

$743,281 
491.509 

$1,234,790 

Revised estimate for overhead for the contract year is $1,162,729. 

ConCl\J.8iOn 

Sylcor is produci.ng some 85 - 90 tons less of natural uranium during. 
the revised period which is offset in part by an increaee for thorium 
(9500 slugs) and they vera going into the production of new elements 
(V-E). As evidenced by the cost comparieons, there is very little 
increase in coet. Therefore, since Sylcor is in a transitory period 
during vhibh opti.mulll costs conditions do not exiet, we recommend 
acceptance of the proposal after the reduction of $478 in fee. 

UEGTRIOT~D DATA 

8f8REf 
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J. S. Hopkins 
•• ~ -I' .... 

;; .. :~ ADR 1- .. ,.- .. __ -.:.. ... ~ 

The :rolloving changes should be made in the !'i.ilanci8.1 portion of 
the contract. 

1. Obligations: Since the estimated cost change is small and 
there are changes in funding .requirements for stores in­
ventories and working capital• no changes should be .made in 
obligations. 

2. The cover sheet of the contract should be changed a.s follows: 

SROQ NYOO Total 
Previous Direct Cost 

Mod. 32 $22,702--,786 $3,951,805 $26,654,591 
This Modification 

Net Increase g.40g &.40& 
New Total Direct Costs l&f!.:ZQ~.l!J~ $3.9f!l.~Q~ l&6.656.~93 

Previous Fixed Fee $ 1,318,305 $ 172,150 $ 1,490,455 
This Mod it'. Decrease (&.402) {&.40&) 

New Total Fixed Fee ~ l:.3J:Q.l1Q3 ~ l:Z&.l~Q ~ J:.4Be.Qf!~ 

Total Est. Cost and 
Fixed Fee .;. $24.021.091 k.l~.~5~ ~&e.li5.046 

Total Obligated 3/1/63 i2e.J:~s.o46 

3. Paragraph 1, Estimate of Cost apd Fi:xed Fee, o!'. Article IV -
Estimates of Costs 1 Obligations of Funds 1 and Fixed Fee should 
be changed to read as followss 

(1) Estimate of Cost and Fixed Fee - The presently estimated 
cost of.th~ work under the contract is $26.,656,993, ex­
clusive of the contractor1 s fixed tee. The contractor 1 s 
fixed fee as set forth in Paragraph 2, Article V of the 
con~ract is $1.,488.,053 •. The estimated cost of the work 
as described-in Paragraph 1 of the Article entitled 
Scope of Work fo~.t~~-period October 1., 1962 to September 
30, 1963. is $3.,4~~~ exclusive of the contractor 1s fixed 
fee of $197.,263. 

(2) The amoun~s included in subparagraph (d) to Paragraph 2, 
Fixed Fee of Article V - AlloHable Cost and Fixed Fee 
should be changed to read $197.,263. 

·&HREl 
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J. S. Hopkins SQBCT APR 12 t96J 

(3) Subparagraph (d) of Paragraph 2, Payment of Fized Fee 
of Article VI - Payments should be changed to read: 

(d) For the period October 1, 19&2 through February 28, 
1963, ninety per·cent (90%) of the fixed fee of 
$83,195 shall become due and payable in monthly 

. installments of $14,975. For the period M:l.,rch 1, 
1963 through September 30, 1963, ninety per cent 
of the fixed fee of $114,068 shall become due and 
payabl~ in monthly installments of $14,666. 

CC: J. J. Wise, Asst. Mgr. for Admin. 
N. J. Donahue, T&P nivisio_ri_ 
E. W. Stark, Accounting Br. 
R. A. Messick, Contract Fin. Br. 

·•.-

]. 

9E8REl 
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Responsive Record 8 

t( 
L . \,1\I~D/·- .•·• ,- .•. '-~t:''CICATif' . . __ . _\'v_-._:;~~- .::: ·= _ ~ .. .: . .. _.;::. JN REVIEW 

: -.,;:- R1,w•ew uate: iJ!iliii-1 D<:•~rmination (Cir® N~) 
.. ! :;;_. ·\:><:>nt ·. r ~ADD · 1. Classification.~ 

SR-A-141 

APPENDIX "B"·TO MODIFICATION NO. 29 
CONTRACT NO .. AT(30-l) -1293 

-~ r~acHe: · . 2. Classification Changed 10; 

1

2nr.i Review D~te: 

·. Authority: D 
REVISED MAY 1, 1963~ UNDER 

.MODIFICATION NO. 34 . . . 

.. ;. 

Th~ scope of work to be performed. by the Contractor during the period October 1, 
1962, through September 30, 1963, ~s ·set forth by Modiffcation No. 33 is revised 
to read as follows: 

1. MARK VII-A - MARK V-B AND~-MAR.K V-E (Inner-Fuel) 

a .. The Contractor shall manufacture and furnish to the Commission Mark VII-A, 
Ma'rk V-B and Ma_rk V-E slugs at mo~thly t<mnages as follows: 

Octo}Jer_l962 
November 1962 
Deceni:ber 1962 
Janu~ry 1963 
February 1963 

·March_ 1963 
. ··April. 1963 

May 19~3 
June 1963 

·July 1963 
August l963 
September 1963 

Mark VII-A 
·(Tons) 

70 
70 
70. 

0 
0 
0 
0 
0 
0 
0 
0 
0 

Mark v~B (Ton,s) 
. Integral Rib Ribless 

10.-2· 
·10.2 
10.2 
.27 . .0 
38.0 
40.0 
57.0 
74.0 
74 .o-. 
41.0 
48.0 
48.0 

0 
0 
0 

27 
27 
22 

0 
0· 
0 
0 
0 
0 

Mark,~"'.E (Tons) 
Ino@'~raL Ri,b 

0 
0 
0 
0 
0 
0 
0 
0 

·0 
10 
22 
22 

b. ~he Contractor shall produce by November. 29, 1962, ·so Mark V-B IF ribbed 
dummy slugs according-to DuPont· Drawing SSK 4-3-222 using unplated 
stainless steel as ·the core material rather than uranium. 

2. MARK V~B (Outer-Fuel) 

·Maintain Mark V-B outer-fuel element facilities in ready standby whfch shall 
include such minimum to!<en•operation as required'to maintain capability. It 
is understood that minimum t:-oken operation will not exceed an average _production 
of approximately 100 ·pieces per month. This program wi 11 be discontinued upon·· 
depletion of inventory in March 1963. . 

. . 

Group 1: Excluded fram aut-omatic down­
grading and. declassfflcation. 

. -- . ··--· 

SROO Response to 
FOIA (SR) - 04-028 
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3. PROGRAM DEVELOPMENT 

a. Mark V-E 

• .... --'"'r•'•' ·--

APPENDIX "B" TO MODIFICATION. NO. 29 
CO~RACT NO. AT(30-l)-1293 
REVISED MAY l, 1963, UNDER 

- MODIFICATJ;ON NO. 34 

Initiate deve~opment of a process for canningMark-V-E inner-fuel 
elements by the hot pressure bonding process. Contractor will conduct 
~ program using its· best efforts toward preparation of approximately 
1,750 flow test, quali.f.ication, and reactor test pieces by June·i, 1963. 

The program shall ·include· the preparation of· specifications and operating 
procedures for canning Mark V-E inner-fuel ele~ents, in~luding all 
necessary .resea~ch, dev~lopiltent:, canning ·and da-ta accumUlation. This -. 
program ~ili. also· inc.lude the design of the necessary tooling and equip-
ment for converting to a production program in either hot pressure· bonding 
or hot die sizhig process, whichever method is authorized by te. Goi:mnission·. · 

b. Hot Die Sizing 

- Contlnue .inv~s-tigation intci -t1he hot die sizing process of :cladding 
Mark V-B inner-fuel elements to determine the-feasibility and e.conomic 
advantages, if any, of !=his. ~thod as. a produc.tion process. Contractor 
shall design,· procure and fabricate such· equipment and to:oling as is · 
necessary to prepare test .pieces,_ and conduct experimental procedures. 

Also, the Contractor-shall prepare-specifications and operating 
procedures for canning Mark V-R and v-.E· inner-fuel e~ements in a: 
production method; ·if possible. · Further, the Contracto·r .shall design 
such t•ooling and equipment;. as is necessary to automate or mechanize 
the process evoived and to adapt· this process to t.he MarJe V~E fuel 
element when authorized by the Commission. · 

c. Nondestructive Testing 

Investigate nondest.ructive techniques for the inspection·oLall fuel 
element .cores- ana slugs processed at the Hicksviile Plant. The wdik 
under· this ·program will consist· of the following: 

1 ~ Continuation of work on the development of a method to detect the 
formation of a nickel-uranium eutectic in hot pressure bonded slugs. 

. . 
. . : . -· . 

2. Design of a positive rtondestructive test .-for accurately distinguish­
ing grain size-and orientation of uranium after heat treatment 
and the incorporation of such test in the prC?duction line to perm~~ 
. inspection of .100 percent of the cores processed. 

2 -·--~ . - . . . . -
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APPENDIX i
1B11 TO MODIFiCATION NO. 29 

CONTRACT NO. AT(30-1) .-1293 
REVISED MAY 1, 1963_, UNDER 
MODIFICATION N<L 34 

. . 

. 3. IniproveJllent of a t·est. to measure nic~e1 thicknef:iS on cores and the 
pla~ing quality and the modificati.on of the equipment so tlutt it 
is applicable to Mark V-E size cores and can be incorporated i.ilto 
an automatic a:sseni.bly operation. · 

. 4. Modification of bo.nd testing equip~nt to cov.er Mark V-E size 
. cores· an·d the incorporatiott of bond· testing into planned automated 

inspection equipment, · · · 

5 .. Automation of r~cent developments in the field· of nondes.tructive 
tes_ting ·and. the e~tens ion thereof to, deve-lopment and produ:ction 
programs on V-B,. V-E, and hot die sizing .. 

I 
. . 

' 
. 

. ( . 

L" ~onduct preliminary development work oil the· feasibility of hot 
pressure boricllng Zircaloy-2. ;;ladding· to uranium c9re .specimens·~ 

·Prepare, on a best .efforts basis, samples o·f. direct. ·zi'rconium to 
uranium bonding, with a.nickel-altini.inum.interface. 

2. Undert<lk~ the canriin~ of twelve fuel tubes iri zirconium, ten 'of 
which are to be acceptable for. reactor use. The . canning process 
will consist of ~tching. and nickel plating the cores, assemb~:lng 
the cores in the tubing with a. layer of aluinlnum foil. between the 
core and_tli.e zirconium parts, and hot pressing the assembly to . 

. attempt to obtain bonding between all the metals. 
. . - . 

e. Recovery of Ribbed Elements 

Perform development work on recovery of Mark V-B IF. ribbed elements_ 
:accomplishing delivery of 2,500. re-canned cores ·to the Savann~h River.· 

Plant:· prior. to August 31, 1963, and an addition,al 2,500 prior ·to 
September 30, 1963. · · 

L Ox;idatiori of Scrap . 

Under:take, on a best efforts basis, a pJ;"ogram to. convert to ·oxide· 
ap_ifroximately two hundred pounds of scrap uranium and. uranium carbide. 

g.· ClSdd{ng of: Dingot Cores 

tiad.experimental dingot ·MarkV-E IF cores and deliver 120 in June and 
. 24() in Au~st 1963·to the Savann:ah River Plant~ 

........,-·.- . - ·--:-~---· ....:--
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APPENDIX "B" TO MODIFICATION NO. 2 9 
CONTRACT NO •. AT(30-l)-1293 
REVISED MAY ~, 1963, UNDER 
.MODIFICATION NO • 34 

.4. DU PONT TOOLING . 

The Contractor shall furnish all materials,· ·services· and supplies necessary 
. to perform. all work authorize.d. by the Commission in furtherance of the Dti Pont 

too ling program. 

5. THORIUM 
. . 

Complete the thori'um program initiated under Modification No. 31 to t_he 
Contract. Strip Al cladding from. approximately 3,900 pouttds. of reject. VII•T 
siugs (from the Savannah River P'iant). ·. Machine and ~lad approx;lmately 9;500 
additional thorium, metal slugs for delivery to the.· savannah ·River Plant by- -
S~ptember 30, 1963;-also machine thoriu~ rod stock sufficient to produce an 
additional 2,000 Mark VII-Teleli!.ents. 

I . 

' 

- 4 -



68 



r • .. 
0 · .. _ ... 

_.; 

COijTRACTOR 

SUPPLEMENTAL AGREEMENT TO 

EFFECTIVE DATE 

~E8RET 
~ION u. s. ATOMIC ENERGY 

Savannah_Riv~r Op~rations "(i.ffic~ 

Moilificadon No. 33 
Suppleiiuintal Agr~ement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

Sylvania El~ctric Products Inc. 
Hicksville, Long Island, New York 

Amend- scope of work and o.the-i 
provisl_~n:t .of. the contract. 

March ,1,1963 

:··. 

s-

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Previous Direct Coat 
(Modification No. 32) 

This Modification 
Net Increase 

New Total Direct Coats 

Previous Fixed F~~ ·. 
This Modification D~cr~ase 

New-Total Fixed F~e 

Total Est. Coat and 
Fixed Fee 

Total Obligated' 3/1/63 

; . 

SROO 

$22,702,786 

2,402 

$22,705,188 

$1,318,305 
(2,402) 

$1,315,"903 

$24,021,091 

NYOO 

$3,951,805 

$3,951,805 

$ 172,150 

$ 172;150 

$4,123,955 

TOTAL 

$26,654,591 

2,402 

$26,656,993 

$ 1,490,455 
(2;402) 

$ 1,488,053 

$28,145,046 

p8,145,046 

Wh•n ICip&rated ·from enclosures handle 
thll d~cumeot !l.~ l.JNCLASSIFIED. 

RESTRieTEH BATA 

USDOE 017275 



.. U. S. ATOMIC ENERGY. ccmo:SSION 
Savannah· River Ope~ati?M .. otfi~e , 

Modification No. 33 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRic· PRODUCTS INC .. 

THIS SUPPLEMENTAL AGREEMENT, ente.red into. the 17th day of May , 1'~63, 
.effective March 1,,· 1963, .. by and betv~en the UNITED S,TATES OF AMERICA (herein-. 
after referred to as the."Govermilent11

) as represented by the UNITED STATES ATOMIC 
ENERGY cotnilSSION (hereinafter referred ·to as the "Commisdo~") ,··and SYLVANIA· 
E.J,.X(;nq:<tPB.ODUC'i'S INC.- (hereinafter referred to as the "Cqtitractor"): 

WHEREAS;· as of the lOth day of December 1951, the Coimnission and ·the Contractpr 
. entered into Contract· AT(30-l)-1293 for the performa.nce. by the ~ontraetor of> 
~ertain :wor~ for the Coumiaaion involving the use and occup4ncy of the land ·and 
buildings .of the Contractor on Cantiague Road·in Hicksville, Long Island, 

. New York;. ·.and; ~ ... . · 

WBEREA,S, ·:sald Contract has hereto~o~ l>a.en . .aman~e,d . .-:from time to time and the 
parties ·de~ ire to further .ai!Ie1ld So!lid Po~t:rac.t ·to revise the scope of work !J.nd ·to 

·:amend _.ct;.ertain __ U~\i .. t;t~:p:rovl/JJqns. of ~Ji.e. ¢ontract as hereinafter set forth;· and ; 
. .. ~-.~ . . . 

WHEREAS, thi!I,.·Suppl~iitAJf.A,greement is authorized by i:he AtOiilie Energy Act of 
1954, aiJ ame~ech · .. · 

·NOW:, :~l'QU, ·the. parties hereto do mutually -agree as follows: 
. . ..· . -. . 

·:1. Appendix: '~B" Modification No, 29, Contract AT(30-l) -1293,: as ;fJtnepdad, =~tsci:e­
'L :v-tii_a·d . a~5~ pi·.;Mi\t'G.h· ',r, - i9.a~ii:ilsttl til· ilfti.aollisd· luire l!o. iirid: ~a~(~:;'p~t he reo f. · 

2; Paragraph L:," Eattim.ate ·of Co~.t and ·Fixed Fee~ of'Arti~~ ·IV .~ ESTIMAtES 0,_. 
COSTS, 'OBLIGATION OF·FUNDS, ·AND FIXED FEE, is· re:vis~d to-re~d.as follciws: \. . .. . . . . .. '. •. 

1'1. Es.timata of Coat and Fixed .Fee~ The presently elitiutated ·cost of. the 
work' und~r tli!a Contract is $26,656,993,. exclusive. of .the' Contractor's 
~!.Xed fee. The Contractor 1 8 fixed fee, .as set forth in paragraph L, 
Article V, of the Contract is ~1,488,053~ _The est;iiDated co.st of the 
work', as described in paragraph l. of .the. Articl~. entitled SCOPE OF 
~ for the period October 1, 1962,-:to Septemb6r.30, 1963, is $3,498,602, 
exclusive of· the Contractor's fixed fee of $'197 ,263." 

3. In 'ubparagr{lpli (4). of paragraph 2.,. Fixed Fae._;·.·9f Article v. - AUOWABLE COST 
AND FIXED FEE,.del~te the £igure~$199,66s•r·atid ,substitute therefor the 
figur_e "$197;J6J,'t 

4. S~bp~r~~rap~·(d) of paragraph 2., Payment of Fixed Fee, .of Article VI -
PA_Di!IITS• h revised to read as followar 

CONFORMED COPY 
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a·-
H6dificattoo:: No.:_ 33 

. S~pp;lhienta f· Agrie.Dien~ to 
(lQntr·act AT(30-l) ·.;u~~ . 

. · SYL.VANIA ELECTiLI<f PRoDUCTS 1~0_:: 

· .·:.·_..:· . .;(d) lor the pe-r~oii CrcitC!ber.l, 1962~ thr-Ough February 28; 1963-.- ninaty 
~trcant (901) · of:_the· fixed fee -of- $83,195 aball beccme due and 
paya~le in monthly installmanta of. $14.,975. For the. period March 1, 
19~3 :· th~ough S~p~eliibet jQ;: J-96.3, nin.ef::y percent (901) of- the. fixed f•• of $114 1 06~·ahali become· due an~ payable in monthly· installments 

· _.of $14-,666." · 

s-. .ppep:iUi. "1,"'- General ProviSions, to Contract AT(J0-1)-1293 is amended to 
4d~t•. •ul;-paragr~ph (a) Eight-Hour Law of :i9i2 - Overtime Compensation and 
•ib~i;J;t:ute. therefor the !olloving newpr~y~aiont 

···:- ::;_ ... : .. · . . ··-·. 

-.''(~):<::'Worlt-Bcmrs ·Act ot 1962 - overtime .. Compenaation 
·:_..·. :" 

-.. ~;(.j, Cont,...aot ,- to. tb~·- extent t:b&t. cit: t·a of a charaate_r specified in the 
· ·l{~x.JOloura Act: of 1962· (Fublio. ~ 87·581, · 76 Stat~ 357•360) and is not 
· , ·-~~·reel by the 'Walsh-Realey .Public Contracts· Act :(41 u.s.c. 35-45), 1s 
_ .. e1l~3~«*. t~-o .-t~4 _· toliowins ·prO'ibtonl and to 11.11 ot:her provia1.ons and 
... - •xo~tfit~DI of laid Work HOUI'I loti of 1962~ 

_- ·_.1·~-. ;t~;·:~~-"'~raetor. or· ~ni~_o·rttr~~t~r conilra~tiiig fo_r any part of the 
, · O.o.n.ti.racit_ work ah.alf r•fiuir•· or peri:iiti any laborer. or mechanic to 

· · . _. ~--·.:iaploy6_a· on-l_uch- ,rork'_l~··exeaiii o·f-dght h.ciurs in any calendar 
:_.d.&)·.-~r. 'in excess of (ort'y)l(;ur'i iii"&njr workWeek unless -suc.h-
. la~~~r: or mechanic· iead_,.s caoilpenaation .. _at & rate not leas than 1 

. o_U~: ~# C?Da•h&l£ u .. a. h~·:·· bade . rate of pay for all hours worked 
·tn ~~u~ of eiBht ·boura.·,in: anj cialendar day or in exaesa of forty 
_houyi.~:iil. 1u.ah .vorb .. k; ·whichever iii the Breatar number of oval'• 
·u.e.·¥u'n. · · · 

2~ lu' _-tb. :~Veil~-- of any:yi.olation of tbe provieiona· of paragraph L; 
t.bia· Con~~aator .and a'ny_ aubooutractor· raspons'ibla for auoh viqhtion 
•hall· ~: .ll~ble tQ:.ap.y ·.efhat•d Blilploye·e for .hS.. unpai.d ngea. 
I~ add-iU.:on ;- -iueli ContradtQr_ .or eubaonhaator 1baU ;-;he .Hable to. . 
the uiai1;~d.-_.Stata• ·for. U.quida~ad·-aamajea ~- Slicih Uquidated-.damagea 
lha~l b• :csolapUtiul-.. -,tit~ ... ~ipeiit' to.- eilah:-iildfvidual-laboror or 
·iie~han1!~ ·ei.ployd·: iu .'viCiladoO: ~ot 'tbe::·p·rovili~il •. of paragr&Jih· l.. 

-.in .. "th•· eWzi''of'UO for ia9b .. Ci&l~ndii-d~y on Which euoh employee Vall 

r~ired or. _p,raitted. t~- ~ork iii ·exoaliii" of" el&ht hours· or in -
exceu Qf- forty· houri.· in' a workweek without payment of the required 
o':vertiu vag~$... . . . ' . 

i ~ - The Contra-ott'n,g Offic~r- may withhold. or. cause to ba ~itbbeld. from 
any IIIO~ey•-: payab},e- on a-ccount.. o.f work p&rfot"'hd" by th~ Contractor . -
or .~boontraotlu the tu~i, ·amount of wage• -U'tui;-ed by ~his Contract 
.and- eucb··aW.. •• 1Uy a.~:Uatrativdy l:ia d$terainad to be naoeasar:y 
t.o_ ·aatiafy -~_ni.-·Habil{~i,a·s of·aucll Oontuotor oi- 1ubcontracitor for 
U.quid&t~ · d•-~a•• u_ provided iii paragraph 2.. 

- 2 -
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Moditie~t~•No. 33 
supp~ementaL Agreement to 
Contra~~ ·AT(JO:..l) -1293 
SYLV~-~-ELECTRIC PRODUCTS INC • 

. 4 .• ·_-.Tlla .<:;ontr11ctor agrees to insert the forag·oing clauses 1., 2., and 
:. ' ·3:.-:··· an_d ·t:hb Ola,uae 4. , i~ all aubcontraa t·a .• " 

6. All other :te~ a_n(_l cond.itiona of t:h~ Contract: remaln unchanged. 

IN WITNESS WHEREOF. t"f.us .Po~~..rtiea hereto have .executed this Modification as of the 
day and year ftr:st, abova vdtten. 

WITNESSES: 

I, 

/s/ Jean Case 

Hicksville, New York 

(Addrea~) 

f,s/ Milton Boll . 

. J. M. tooher. 

uNI'n:D STATES OF AMERICA 
BY: U. ~. ATOMIC ENERGY· COMMISSION 

BY:· ·/sf R. C. Blair-· 

TITLE·:. · Manager, Savannah River Operations 

OOffice 

SYLVANIA ELECTRIC PR.ODUC·TS INC. 

. BY: /s/ D. B. Met;z 

TITLX1 Manufacturing Manager, Sylcor Div. 

certify· that I am Asst. Secretary 

--------of Sylvania Electric Products Inc., named above; that 

D. B. Metz who signed this Agreemant on behalf of said 
-----------~--~--
~orpot~tion, v~s than·Mfg. ~gr •. - Sylcor Division of said corporation! and 

I . 

that this Agreement ·was duly si~_ned for and, in behalf of said corporation by 

·authority of its go~arni_ilg · body and within the scope of its corporate powe·rs. 

WITNESS my hand and seal of said corporation this 8th day of May · • 1963. 

/s/ J. M. Toohe~ · 

CORPORATE BEAL 

- 3 -
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~ A. MCFeely. Chid. of Coatracta 
eootracu ~ rrocur-.t kaach 
A..s.Di•tr.U n Dhieiosa 

xar 10. lHl 

JaJUmlnoll .,. 33m COftUCt' AT(lO•l)·U93 Vl'DI 
IU.'fAJIU IUCtUC PIODOC'll IliC. 

A.Can 

Att&cbM for your ue are •l.&DH a»4/or coafor-.cl copf.u, 
.... f.Dd1cate4, of tbe ~bjeet .odifiutlou. AppeDiix "~ 
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fol~ &D4 f.e cl .. aiff. ... 
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- ...... \ -.··· 
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.l· 

Document tronsmi ttcd hcre~.ith contains·· 
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UNITED. STATES ATOMIC ENERGY COMMISSION 
Savannah River Oper~tions Office · 

FINDINGS ·AND DETE.RMINATION 

. AUTHORIZATION FOR MODIFICATION OF COS.T-PLUS-FIXED-FEE CONTRACT 

SYLCOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC. 

Contract No~ AT(30-l)-1293 
Modification.No. 33 

The Atomic. Energy Cmmnission proposes to modify its. cost-plus..:.fixed-fee contract 
with Sylcor Division, Sylvania Electric Products Inc~ to amend. the scope oJ work 
to :b~ performed :by the Contractor during the period October 1, 1962; th~ough 
September 30 ,. 1963. 

I he.reby find that a modif:ication to the cost-plus-fixed-fee type contract is 
· neces~ary for the following reasons: 

1. Specifi~ations for the production o;f metal units are not Sl1fficiently 
defini.tive-'to· perinit entering ·an i1IUllediate unit-price arrangement::~ 

2. ·Program requirements are subject to .,i~ediate change. 

3 ~· Continu{)tis process development:· fs required. 

4. The revised estimated cost of the w·ork under the contract, $3,498~602, is 
considered reasonable. . . 

5~ The fixed. fee adjustment is based on the previously applied rate of 6 percent 
·.of the estimated cost ~ee base and is cop.sidered to be fair. an~fequitable. 

Upon the basis of the findings set forth above, I hereby. determine that it is 
imp~acticable to secure .services o.f the kind and quality desired without the 
use o.f a cost-plus-:fixed~fee Supp~ementa1 Agreement,. and I hereby authoriz:e the 
u,se of said Supplemental Agreement.· · 

Date: 
--~----------~~------------------



.... )· 
.. ~. --

•·· 
."/ 

CONTRACTOR 

. \... 

SUPPLEMENTAL AGREEMENT TO 

. EFFECTIVE DATE 

·~.c.-• • 
0 •• -. 0 -· 

ti. s.· ATOMIC ENERGY coMMISSION .: 
Savannah.River Operations ·office 

Modification No:·· 33 
Sti.ppleliiental.Agreenient to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

Sylvania Electric Product·s inc~ 
Hicksville, Long Island~ New York 

Amend .. scope of work and o:that ' -: ":: 
provis!on~t.of the contract • 

. ~ - . 

RECAPITuLATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Previous Direct Cost 
(Modification No. 32.) 

This Modification. 
N~t Increase 

New Total Direct c~sts 

Previous Fixed Fee 
This Modification Decrease 

New Total Fixed Fee 

Total Est. Cqst and 
Fixed Fee 

Total Obligated- 3/1/63 

·· "SROO ·--

$22,702,786 

2,402 

. $22,705,188 

$1,318,305 
. (2,402} 

$1~315, 903" 

§24 ,021,091 .. 

A. E •. G. FiLE COPY: 
- 0 • ·~ ~ • -

NYOO 

$3,951,805 

. $ 3 • 951; ~ 80 5 

$ 172,150. 

$ 172,150 

TOTAL 

·. $26f.54,59i 

2,402. 

$26,-656;993 

$1,490,455 
(2;·40-2) 

$ 1,488,053 

.. 

$28, 145 ,'046 

$28 ,145, 046 



. U. s. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 33 
Supplemental Agreement t.o. 
Contract AT(30-l)-129l 
S Yi..V ANIA ELECTRIC PRODUGTS INC. ~ 

. . ~ . 

THIS SUPPLEMENTAL AGREEMENT, entere~ into the /'/- · day of ln~ ·., 1963, 
·.effective March l;, 1963, by and between the UNITED STATES OF AME~ (herein­
after· referred to as the "GoverJ.llil,ent") as represented· by the UNITED STATES .ATOMIC 
ENERGY COMMISSION (her~inafter referred .:to as the· "Commisaion"), and SYLVANIA 
ELECTRIC PRODUCTS INC. (hereinafter referred to as the ''Cqntractor11

): . . 

WITNESSETH THAT: 

~REAS;· as of the lOth day of December 1951, the. Commission and ·t:he Contractor 
. entered. into Contract AT(30.;.1) -1293' for the performance by the Contractor ··of 
certain .work for the C011'1mission involving the .use· .and occup·4ncy .of the: land and 
buildings~of the Contractor on Cantiague Road·in Hicksville, Lp~g Island, 
New YC'>rk; and . -. . . 

wHEREAS, said Contract has hereto fora "been. aniertded from time to tiJa~d .the 
par.ties desire to fur-ther· amend said Contract to tevise the scope of work and to 
amend certain other, PJ'OV-is ions o:f the. COtttract. as hereinafter set forth;.· and 

WHEREAS, this Supplemental Agreement is .authorized by the Atomic Energy Act of 
1954, as amen4ed: 

.NOW, THEREFORE, the_ parties ·hereto do mutually agree as follows: 

1~ Appendix 'l.B'' .Modification No_. 29, Contract AT(30-l)-1293, ·.as amended,·•.tsr'·re­
·;yised ~s of •March ·1 ~ -196!3)-• ~al\d lti ·~:~.ttaeh~d· :hi!'Ceflo atid m!ia~l a ·part here~.£. 

2~. Paragraph.!., Et~timate of Cost and Fi~ed Fee, of Article IV --.ESTIMATES QF' 
COSTS, :QBL!GATION OF FUND.S; AND FIXED FEE, is: revised- to read as foll-ows-:· 

. ., , . • . • , • I . . , • , ' 

"1. ·Estimate of .Cost a:nd. Fixed Fee. The· presently estil!lated <:ost of the 
work und$r tliiS Contract is $26 ,656,.993; exclusive. of. the Contractor's 
f;_ixed fee. The C_ontract9r Is fixed fee' as set. forth in paragraph 2. ~ 
Article v, of the Cotltri:u:t is $1-;488,053. The estimat~d cost .of the 
work, as des~ribed in- parag.raph 1. of the Articl~ entitled S.COPE OF · . 
~ for the period Octo.ber .1, .1962,.:to September 30, 1963,· is $3,49{3,602, 
·exclusive Of the Contra~ tor IS fixed .fee Of $197 ~263 • ff 

3. In t~ubparagrp.ph (d) of paragraph 2., Fixed Fee,. of Article·· V .-. ALLOWABLE COST 
AND FIXED FEE, delete. the figure 11$199,665" and subst.itute therefor the · 
fig:Ur~ "$197 ,·Z63. n- · 

4. Subp~ragraph (d) of paragraph 2.~ Payment of Fixed Fee; of Article VI..­
PAYMgN'i'S ~ is ·revised· to read as follo-Ws: 



Modification No .. 33 . 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PROOUCTS INC. 

"(d) For the period Octobel=' 1, 19~2, through February 28, 1963, ninety 
percent (90%) of the fixed fee of $83,195 shall bec6me due. and 
payable in monthly installments of $14,975. For the period March 1, 
196:3 ~ through September 30, 1963, ninety percent (90%}· of the fixed 
fee· of $114,068 shall become due and payable in monthly installments 
of $14,666." · 

5. Appendi~ "E, '' Gener.a.l :Provisions, to. Contract AT(30-l) -1293 is amended· to 
delete subparagraph {a)- Eight-llottr Law. of 1912 - Overtime Compensation and 
substitute therefor the .. ~ollowing new provision: 

''{a) wo"rk-Hours Aot of 1962 - Overtime Compensation 

This Contraot,.to the extent that i(: is of a character.specified in the 
Work Hours Act of 1962. (Public Law 87.;.581, 76 .s~at •. 357-360) .. and is not 
covered by the Walsh:..Heaiey Public Contracts Act (41 U.S~C. 35-45), is 
subject to the folldwing provisions and to a~l other provis"ions and 

.exceptions of said Work: Hour_s Act of 1962. . ~ . ·. . 

1. No contractor or· subcontractor -contracting f<>r any .part o.f the 
contract work shall require.or. permit a,ny lahoret.or~chanic to 
be Ehliployed. on Suchwork.in ~xcess·of eight hours in any.calenda~ 
day or. in excess of forty·hours in any workweek unless such 
laborer or mechanic receives ·compensation at a·. rate not less than 
one and one-half times h"is basic rate of pay for all hours worked 
in excess of eight hours. in. any calendar _day or in.excess· of_.forty 
hours in' such workweek, whichever is the·greater tiumberof over-
t:l,me hours. · 

2. I"n the event of any violation of the provisions of paragra,ph l.,. 
. I . . . ' .. 

the Contractor-and any subcontractor responsible for such violation 
shall be liable to any affe'cted employee for his unpaid :wa:g~s: . 

. tn -addition,· such Contractor· or subcontractor shall· be. liable to 
. the United States for. li.qqidated danmges. Su.ch Uquidat.ed·.damages 

shall be computed, with respect to each individual labot~r ·or . 
. ·mechanic employed :J.'n violatl·on of the "provisions of. paragraph 1.' 
. in the st$, of $10 for each calendar day .on which such employee was 
required· or perniitted ·to.work in exces~ oLeight hours or in. 
excess of forty hours in a workweek without·payment of the reqt1ii:'ed 
overtime·wages. · 

3. The Contrac_ting Officer tnay withhold, or cause to he withheld-, from 
~ny moneys payable on.account of work perfo~ed by the ~ont~actor .. 
or. stibcontrac·tor the full _amount of ·wages required by this Contract 
arid' such S\llru? as· 10.ay adminis'~ratively be determined to be necessary. 
to satiS.£y any liabili(:·ies of such Contractor or subcontractor for 
liquidated damages as provided in· paragraph 2. · 

.. 2 -
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.. , .... 
Modification No. 33 
Supplemental ·Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. The Contractor agrees to insert the foregoing clauses 1., 2., and 
3., .and this clause 4., in all subcontracts." 

· 6.. All other terms and conditions of the Contract remain unchanged. 

IN WITNESS WHEREOF the parties hereto have executed this Modification as of the 
day and year_first above written. 

'WITNESSES : 

~ 
~~ .. ·?-w L;-u-JL 

~ - -. . . . . . 
. . 

.BY:~ 
. • • z . 

TITLE: Manuf'acturing ·Manager 
Sylcor Division 

. UNITED STATES OF AMERICA 

BY: 

BY:~~~~~~ .. ~~-~~~---

-----------·of. Sylvania .~lectd.c Products Inc., named above; that. 

_· ;..l.(l)"l::.,.;...· ...=.f'""'i~:...o . ......:..fl.;,. . .:...J .k.tt':-'·.,_· ....-::2.:-;;;·;...·. _ ... ,-------~-- -~ho dgned this· Agreement ·on be~alf of said 

.. corpor~tiotl, was thenJ.!1i=(..) /\,.6&.,... J~L(.- ~G.). ...... . of. said corporation, and 

th~t th(s Agreement ~as duly signed for and i:n behalf of said corporation by 

authority of fts governing body and. -within: the scope of its corporate powers. 

WITNESS my· hand .and seal of said corporation thi~ cf day of /JJ ~ , 1963. 

C.ORPORATE SEAL 
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SEE RET 

Mr. R. C. Blair, Manager 

UNCLASSIFIED 

May 29, 1963 

OOF/1 2322-H 

u. s. Atomic Energy Commission 
savannah River Operatione Office 
P. o. Box A 
Aiken, South carolina 

nw dool~ (Wui~, 11 ~ PliO"'· 
~K~2~~.~,4 

Attention: Mr. N. J. Donahue 

Gentlemen: 

Ao you analyze our latest proposal ( P63-4) covering the raoent 
changes in scope at Syloor, w~ relt you might find the rollowing 
data helprul. 

We pointed out in our propo-.1 letter that productivity hae 
increased greatly at Sylcor. This is rerlaoted in the coat per 
pound we are eatimatlng tor th8 Mark V-B IF_ production. We 
would like to submit this comparison of our current estimate with 
that or our previous proposal . 

. The attached ohart and graph illustrate the point that the coat 
par pound or canning Mark V-B IF at this ttme is lower than our 
previous estimate, and we are foreoaeting further reduotlone in 
thl• contract period. 

WRM/bm 
-Attachments 

Very truly yours, 

W. R. Mandaro 
Plant Manager 

UNCLASSIFIED 

SE€RET ·I j_.(~. - ;) - / .,.. / 
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Fiioi.f ____ _ - • r • •• · • :.. ·" ._ .. ~-· .,_--: :: .i.- • ·:- • • , 
)·~:>: -:··.:_-~-.-.~-

. ---;·:-- -- -... :-:--.:._..:·~---- -· 

. . ,·, .-- .:· -~ .·-. . -~--~_;,:...·::.~::/--- :. :' . 

: .. ·-· - . <-:·-;\_~~---:~_-;_- -- ---~-;=;.~~ :_. :: 
suB.JECT: ,_,, _S: PROPOSAL P-63-4 DATED MAY 28, ~9B~cui:nent No; -

-- .. ~·:.-_: . ·' -·._: ... ~~;_·-\, :'. 

···.,: 

-..:.-· 

FB :MER: ac _- ,. :-:: '~]-_;- This docume~~ ~~~ists of-:£. pages, -

We have reviel.'ed Sylcor 1a· prOpOSal (P;,3-4),.whicltJ~oi~l's0f_a-f~~3~· Series .. /L_ 
scope of work for the five months period ending September 30, i963; 
and submit the following comments, cost an~sis, recommendation 
and contract fin@.~e data. '-"--'::---. 

' Coiillllents -and Cost~eJ,yais 
- . :.,. .... 

1. Th~~9J:iang13 fA _s'cope. for the five months _period is as~ follows: 
....... -

c.anning -from- 420,000 to 5?.0~ooo~L · 
. . . -' ~--.. . 

UN .CLASSIFIED 

510 HE f 
..-;r.~-~_:r;-:. . -- r:=-~ .. l 

·-.-.:.i.·: !-. - . ; . . - ~ ::-:._.~- ~ 
'·.- :·-:;~ w 

-IK8TR!8TED : DitlA 

.... 
.. ·.·, . 
. -· ... 

. ·- -.:. .. 

USDOE 017854 



I 
I 

j 

J. s.-Hopkins· 

Direct Labor· 
Direct Materials 
Overhead 
G&A 

Total 
Fee 
Purchased Equipment 

Total 

-2-

March 20, 1963 
Estimate 

P-63-3 

$ 431,220. 
362~280 
465,170 

82,100 
$1,340,770 

80,446 
109,800 

$1,531,016 

May 28, 1963 
Estimate 
P-63-4 

$ 419,880 
390,76o 
451,220 

82,260 
$1,350,120 

81,008 
119.900 

$1,551,028 

. JUN 14. 196~ -· \ . : . . . 

Change 
+ or -

$(11,340) 
28;480 
(7' 950) 

16o 
$ 9,350 

562 
10.100 

$ 20,012 

The revised estimate-reflects a considerable improvement in unit 
cost for Mark V-B for the contract year as compared to their 
estimate of March 20, 1963. Sylcor informed us that this is 
possible because of much faster results than had been anticipated 
from automation:, improvement in material prices, etc. · The in­
creased cost for purchased equipment represents a reallocation of 
costs from prior months of approved projects. · 

. A comparison of the total estimates for the year ending 9/30/63' 
is ~·-fo+lm:i:~?-:'rlie~e~ti.Iiiates in P-63-4 reflect actuaF cos-t; ' .. 
throtigh: AJ*ii~ 96.9 .--·: '· ·. · -· · · 

Mark VII-A $ 439,704 
Mark V-B 2,032, 994 
Marir:'V-E,:: 307,230. 
Thorium_Canning 141,588 
Development · .·. - -302, 012 
FaEr:+cated EqUipnent 195,152 
Tooling 74,273 
Purchased Equipment ·· ·199, 319 

Total Costs (inc. fee)$3,692,272 

Fee--Base - ·. · ~, 
Direct Lab8:f) r 
Dlrect"Materials 
Overhead 
G &-A 
Adjustment (Thorium) 

Total 
Fee@ 6% 

$1,068,180 
893,530 

1,136,620 
. 197,36o 

(7.960) 
$3,287,730" 
$ 19'7.263 

$ -439,704 
2,089,494 

289,316 
122,518 
313,522 
177,870 
·51,720 

.'- 199.300 
$3.683.444 

$1,056.,840 
922,010 . 

1,128,670 
197,520 

(7.960) 
$3 , 297 ;o8o. 
$ 19'7.825 

$(11,340) 
28,480 
(7 ,950) 

.. . 160 

$ ·s9~35o I 
$ 562,-
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J. s. Hop1dns. 

Unit Costs 

V-B 
Estimated Cost 
Production Lbs. 
Unit Cost 

V-E 
Estimated Cost 
Production Lbs. 
Unit Cost 

-3-

12 Months 
P-=63-3 . P-63-4 

$2,032,994 $2,089,494 
957 ;-200 1,148, 3 23 
$2.12 $1.82 

$ 307,230 $ 
108,000 
$2.84 

289,316 
108,000 
$2.67 

"JUN 1 4. 1963 

Mgr to.September 
P-63-3 P-63-4 

$825,248 
420,000 
$1.96 

$885,800 
570,000 
$1.55 

Same 

1\:3 pointed out previously, Sylcor has informed us that this 
significant improvement in unit cost for both the V-B and V-E · 
elements is due to improvement in material prices, earlier 
achievement of automation than previously anticipated, and other 
technological improvements. 

Through the month of April, Sylcor has met or exceeded the production 
as established in their proposals which ha:ve been revised three_ times 
since October 1, 1962. With the exception of the months of March 
and April, their actual cost subject to fee has been very close to 
their estimates as folloYs: , 

/ Fee Base -·---------.---· Oct.-Nov. Dec.-Feb. Mar.-Apr. 
Estimates 
Direct Labor $174;890 $279,940 $182,130 

' Direct Material )38,250 238,290 154,710 
Overhead 184,760 280,640 206,050 
G&A ;201110 20zk20 Jltz720 

Total ~2281010 ~842 1 290 ~2771620 

Actual 
Direct Labor J $176,054 $272,932 $180,560 
Direct Materiiil.s · 148,068 208,115 150,648 
Overhead 175,279 316,230 191,054 
G&A ., 22z807 lt2z84.2 27z6o2 

Total -~222 1 208 ~8lt71120 ~222z871 

The underrun inc~ch and April resulted primarily from an adjustment 
in Workmen 1 s Compensation Insurance, which was not anticipated at 
the time of the preparation of the March 20, 1963 proposal. 

USDOE 017856 



'i 

i' ,. 

J. S. Hop~s :: . . · .· .. 'JUN ~ 4 196l ·. : .. • 

Recommendation 

The Sylcor· propeaal· should be ~~cepted as submitted because a· 
significant increase in Mark V~B scope is proposed with small 
increases in other activities: and all this will be accomplished 
with a very small change in dollars • 

Change in-Obligations 

Obligations under the contract should be decreased by $8,828 
computed as follows: 

Net Cos..LiTncierrun 
Increase in. Fee- . 

$(9,390) 
~ 
$(8,828) Net Decrease in Oblig. 

Contract Cover Sheet 

The contract cover sheet should be changed to read as follows: 

Previous Direct Cost 
(Mod. 33) 

This Modification Decrease 
New Total Direct Costs 

Previous Fixed Fee 
This Mod. Increase 

.New Total Fixed Fee 

Total Estimated Coat and· 
Fixed Fee 

Total Obligated 6/30/63 
I 

Contract Articles 
I.-

SROO NYOO Total 

$22,705,188 $3,951,805 $26,656,993 
· · (9.390} ·-o- (9.390) 

$22,695.798 $3,951,805 $26,64,7,603 

$ 1,315,903 
562 

$ 1.316.465 

$24.012.263 

$. 172,150 $ 1,488,053 
:-0- .. . 562. 

$ 172,150 $ 1,488,615 

$4.123.955 $28,136.218 

$28,136";.218 

l. Paragraph 1, Estimate of Cost and Fixed Fee, of Article iv -
Estimates of Costs, Obligation of Funds, and Fixed Fee should be 

' changed t_o read as follows: 

(1) Estimate of Cost and Fixed Fee - The presently estimated 
cost of the work under the contract is $26,647,6o3, 
exclusive of the contractor's fiXed fee. The contractor's 
fixed fee as set forth in Paragraph 2, Article V of the 
contract is $1,488,615. The estimated cost of the work as 
described in Paragraph 1 of the Article entitled Scope of 
Work for the period October 1, 1962 to September 30, 1963 
is $3,485,619, exclusive of the contractor's fixed fee of 
$197,825. 
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2.~ .-·in ajilips.ragi.~ph .(d) o.f Paragraph 2, Fixed Fee, of Article V -
Allowable ·Cost and· FiXed Fee, change fee to read $197 ;825. 

3. Subparagraph {d) of PB.ragr~ph 2, Payment of Fixed Fee, of. ·-:.'~- ;':•·:· 
Article VI- Payments should be changed to read as follows: 

(d) .Ninety percent (90%) of the fixed fee of $197,825 shall 
be due and payable in monthly installments as follows: 

For period October 1, 1962 to February 28, 1963 
For period March 1, 1963 to April 30, 1963 
For period May 1, 1963 to September 30, 1963 

cc: J". J". Wise, .ASst"".-:MSriag~_r for Admin. 
N. J. Donahue, T&P Division 
E. W. Stark, Accounting Branch 
a. A. Messick, Contract Fin. Branch 

,_. 
• • • :~~- • •r" • i. -~~-: .. ···.: ~.!' ~ ,.,.:, 

. ; --.: 
. ~ ;:; . 

.;._. .- ._-.:· 

·j' 

.• • ~· r • • • ,• 

·' -... ·, 

$14,975 
14,666 
14,767 

.··· • :. ; ; ·::'4l,;;:~';"c':.:t: ;:·;~;~3 ;• j~z:r.~·. :. 
·;:.--::;_"'.:~-- .·- -.-··:··:-~- :"':·'j~- • .il.i':.:;:1.:'~ 

.. 

_., • -- -~- • l ,_ -···. - •• ~- J" 

........ ~-~--...:·~---~~;-- ~--. 

·- ";_. 
, __ ; ., .• ·-:r_. 

. ... ·.-

&E 0 RET 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 34 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT TO: Amend scope of work and other provisions 
of the contract. 

EFFECTIVE DATE May 1, 1963 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Previous Direct Coat 
(Modification No. 33) 

This Modification 
Net Decrease 

... 

New Total Direct Costs 

Prevlous Fixed Fee 
This Modificatio·n Increase 

-New Total ·Fixed Fee 

Total Es~imated Cost 
and Fixed Fee 

Total Oblig~tion .6i30/~3 

SROO 

$22,705,188 

(9 ,390) 

$22,695,798 

$ 1, 315, 903· 
562 

$ 1,316,465 

$24;012,263· 

CONFOro1ED COPY 

NYOO 

$3,951,805 

-0-

$3,951,805 

$ 172,150 
. -0-

$ 1721150 

$4,123,955 

TOTAL 

$26,656,993 

(9,390) 

$26,647,603 

$ 1,488,053 
562 

$ 1,488,615 

$28,136,2.18 

. $28,136,218 

RESfRIBTED Bi\L\ 

USDOE 017268 



U. S. ATOMIC ENtRGY COMMISSION 
Savannah River Operations Office 

Modification No. 34 
Supplemental Agreement to 
Contract AT(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 23rd day of Augt:st , 1963, 
effective May 1, 1963, unless otherw1se hereinafter specifically provided, by and 
between the UNITED STATES OF AMERICA (hereinafter referred to as the "Governmet)t ") 
as represented by the UNITED STATES ATOMIC ENERGY COMMISSION (hereinafter referred 
to as the "Commission") and SYLVANIA ELECTRIC PRODUCTS INC. (hereinafter referred 
to as the "Contractor"): 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission a~d the Contractor 
entered into Contract AT(J0-.1) -1293 for the performance by the Contractor of 
certain work for the Commission involving the use and occupancy of the land and 
buildings of the Contractor on Cantiague Road in Hicksville,· Long Island, New York; 
and 

WHEREAS, said Contract has heretofore been amended from time to time and the 
parties desire to further amend said Contract to reviae the scope of work and 
to amend certain oth~r provisions of the Contract aa hereinafter aet forth; and 

WHEREAS, this Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, as amende~; 

NOW, THEREFORE, the parties hereto do mutually agree aa follows: 

1. Appendix ·"B" Modification .No. 29, Contract AT(30-l)-1293, as amended, is 
revised- as of -May 1, 1963 __ , and is _attached hereto and made a part hereof. 

2. Paragraph l.' Estimat-e of ·co-at and -Fixed Fee' of Article _ _IV - ESTIMATES 
OF COSTS.- OBLIGATION OF FUNDS; AND FIXED FEE, ia re.visea to nad as 
follows: 

"1. Estimate of Cost and Fixad Fee. The pruently estimated coat of the­
work under this Contract is $26,647,603, exclusive of the Contractor's 
fixad fee. The Contractor'• fixed fee aa eat forth in paragr_aph 2., 
Article V of the Contract, is $1,488,615. The estimated cost of the 
work, as described in paragraph 1. of the Article entitl~d Scope of 

. : Work, for the period October 1, 1962, t;9: September 30, 1963 • is 
$3,485,619, exclusive of theContractor 1 t fixed fee of $197,825." 

3. In subparagraph (d) of paragraph 2., Fixed Fee of Article V- .ALLOWABLE 
COST AND FIXED FEE, delete the figure "$197 ,·263" and 11ubstitute therefor 
the figure "$197 ,825." 

USDOE 017269 



Modification No. 34 
Supplemental Agreement to 
Contract AT(J0-1)-~293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. Subparagraph (d) of paragraph 2., Payment of Fixed Fee, of Article VI­
PAYMENTS, is revised to- read as follows: 

"(d) Ninety percent (901) of the -fixed. fee of $197,825 shall be due and 
payable in monthly installments as follows:· 

For the period October 1, 1962, to February 28, 1963 
For the period March 1, 1963, to April 30, 1963 

$14,975 
14,666 
14,767" For the period May l, 1963, to September 30, 1963 

5. Appendix ''E," General Provisions to Contract AT(30-l)-1293 is amended to 
delete Provision ll.(d), Nondiscrimination in Employment,and substitute therefor 
the following revised provision, effective upon execution of thi~ modification. 

"(d) Nondiscrimination in Employment 

During the performance of this Contract, the Contractor agrees as 
follows: -

( 1) 

(2) 

(3) 

The Contractor will n_ot discriminate against any employee or 
applicant for employment because of race, creed, color, or 
national origin. The Contractor will ta~e affirmative action 
to ensure that applicants are· employed,_ and that employee-s are 
treated·' during euip loyment 1 without regard to their. race, creed 1 

color, or national origin. Such action shall include, but-not 
be· limited, to the fo ilowing: employment, upgrading, .demotion 
or transfer; recruitment or recruitment advertising; layoff or 
termination; rates of pay or other forms of compensation; a0d 
selection for training, including apprenticeship. The Contractor 
agrees to post in conspicuous places, available to emptoyees and 
applicants fo~ employment, notices to be provided by the Con­
tracting Officer setting _fo·r.th the provisions of this nondiscrim-
ination ·clause." -

The Contractor will, in all solicitations <;>r advertiSements .for 
employ-ees placed. by- or on behalf of the Contractor, state that 
all qu~lified applicants will :receive consid~ration for employ­
ment with-out regard t.o race, creed, color, or national origin. 

- . ,/~. . 

The Contractor wiil send to each labor union or representative 
of workers with which he has a collective bargai-ning agreement or 
other Contract or-understanding, a notice, to be provided by the 
agency Contracting Officer, advising- the said labor-union or 
workers 1 representative of the Contractor 1 s ·· colllltlltments under 
this section, and shall post copies of the notice in conspicuous 
places available to employees and applicants for employment. 

- 2 -
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Modification No. 34 
Supplemental Agreement to 
Contract AT(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

(4) The CobtTactor will comply with all-provisions of Executive Order 
No .. 10925 of_ March 6, 1961, as amended, and of the rules, regulations, 
and" relevant orders of the President 1 s Committee on Equal Employment 
Opportu~ity created thereby. 

(5) The Contractor-will furnish all information ar.d reports required 
by Executive Order No. 10925 of March 6, 1961: as amended, and 
by the rules, regulations, a~d orders of the said Committee, or 
pursuant thereto, and will penilit access to his books, records, and 
accounts by the contracting agency and the Committee for purposes 
of investigation to ascertain-compliance with such rules, regulations, 
and orders. 

(6) In the event of the Contractor's noncompliance with the nondiscrim­
ination clauses of thiS Contract or with any of the said rules, 
regulations, or orders, this Contract may be cancelled, terminated, 
or suspended in whole or in part and-the Contractor may be declared 
ineligible for further Government contracts in accordance with pro­
cedures authorized in Executive ~rder No. 10925 of March 6, 1961, 
as amended, and such other sa~ctions may be imposed and remedies 
invoked as provided in the sa_id Executive Order or by rule, regulation, 
or order of the President's Committee on Equal Employment Opportunity, 
or as o~herwise provided by law. 

(7) The Contractor will include t~e- provisions of paragraphs (l) through 
(7) in every subcontract or purchase order unle_ss exempted by rules, 
regulations,. or orders of_. the President's C_otmDittee on Equal Emptoy-­
ment Opportunity issued pursuant to section 303 of Executive Order 
No. 10925 of March 6, 1961, as·' amended,. so that such provisions will 
be binding upon each subcontractor or vendor .. The Contractor will 
take such action with respect to any subcontract or. purchase order 
as the "contracting agency may direct as a means c)f enfor:cing such 
proviaions·, i~c luding . sanctions -for noncomplii:mce :· ·Provided, 
however, that·-ln the event the Contractor becomes involved i-n, or 
is threatened wit~h, lq:igati"on -with a subcontractor or vendor as. a 
result of such direction. by·_· the contracting agency, the C_ontractor 
may request the United States to· enter into such litigation to 
protect the interests of the_ United States." 

6. All other terms and conditions of the Contract remain unchanged. 

- 3 -
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Modification No~ 34 
Supplemental Agreemen·t· to 
Contract ~T(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF. the parties hereto have execute·d this Modification as of 
the day and year first above written. 

WITNESSES: 

/s/ M. Boll 

Hicksville ·New York 
(Address) 

·/s/ J. Case 

Hicksville, New York 
(Addres'ii) 

UNITED STATES OF AME~CA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: /s/ R. C. Bl~ir 

TITLE: }{ana get" I s~wannah Ri ·.rer Operations . 
office 

SYLVAN!~ ELEG~RIC PRODUCTS INC. 

BY: /.<;/-D. B. Metz 

TITLE: Mam:factu:c!ng Hanager 

Sylcor Divisiorr 

I, _____ J~·~M~·-T~o~o~h~e~r~----------------' certify that I am --~A~ss~t~·~S~e~c~r~e~t~a~r~y~-----

of Sy.lvania Electric Pr?ducts Inc., named above; that _::;.D..:...•__;:_i.\..:..·~M"'-<>::;.-t~z:.__ ___________ _ 

who. signed this Agreement on behal_f of said corporation, was then Mfg. Mgr. 

_·_S....;...y_l_co_r __ ·D_i_v_i_s_·l._·o_n __ -_· .. __ . ___ of said· corporation·, and that this Agreement ·was ~uly. 

signed for and in behalf of said corporation by authority_ of its governing body 

and within the scope of its corporate powers. 

WITNESS my hand and seal of said corporation this _6_th ____ day of August 

1963. 

(CORPORATE SEAL) /s/ J. M. Tooh~r 
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UNITED STATES- ATOM!C ENERGY COMMISSION 
Sava~nah_ River-Operations Office­

FINDINGS AND DETERMINATION 
- . -

AUTHORIZATION FOR MODIFICATION OF COST-PLUS-FIXED-~EE CONrRACT 

SYI:COR DJ:VISION· 
SYLVANIA ELECTRIC PRODUCTS INC. 

Contract AT(30-1)-1293 
:Modification-No. 34 

The-Atomic Energy.Connnission pro"pc;>ses to modify its cost-pius-fixed.:.fee 
contract with Sylcor Division, Sylvania Electric Products Inc. to amend 
the scope of work to be performed by the Contractor during the period 
October 1, 1962, through September 30, i963. · 

I hereby find that a modification to the cost-plus-fixed-fee type contract 
is nece·ssary for 'the followi.ng: r~·asoils: 

1. Specifications_ for the· production of- metal u·n~ts a:e l;tot suffic~}-,nt ly 
definitiv~·to·permit entering an innnediateuru.t~prl.cearrangeme:t. 

- I -. . . . ~- . 

. - -

2. Program requirements ?-re subject to ~nnil.ediate change.· 

3. Cont_inuous process development is required. 

4 ... The revised -estimated cost of the work under the contract, :$3,485,619, 
is considered reasonable. 

5. The fixed fee adjustment is based on the previously applied rate of 
·s;i..x ·percent of the estimated cost. fee base and· is- considered to be 
fair and equitable_. 

-Upon.the basis of the findings set forth above, I hereby. determine. that it 
-is_ impracticable to- secure services ·of the kind and quality desired without 
the use ·of a cost-plus..;fixed.;.fee s·upplemental Agreement, an:d I hereby 

-at.itherf.ze the use of said Suppleme11tal Agreement. · 

BY: __________ ~ 

R. -c. Blair, Manager 
. S_ava~r;ah Rivc·r. 0_ peratlon~ office 

TITLE: __ ~--------~----~--~~---

AUG 2 3 1963-
-pATE: 

----~----~------~-----
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CONTRACTOR . 

U; S. ATOMIC-ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 34 
Supplemental Agreement to 
Contract AT(30-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

Sylvania Electric Products 'Inc. 
Hicksville, Long- Is~and; New York 

SUPPLEMENTAL AGREEMENT TO: Amend scope of work and other provisions 
of "the contract. 

EFFEC'iTVE DATE May 1;. 1963_ 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Previbus>Direct· Co.st 
(Modificat.ion No. 3.3) 

This Modification 
Net Decrease 

New Total Direct Costs 

-Previous Fixed Fee 
· This Mod:(.fication Increase 

New Total Fi~ed Fee 

·Total Estimated Cost 
and Fixed Fee 

SRO.O 

$22,705 ,_i88 . 

(9, 390). 

$22,695,798 

$ 1,315,903 
"562 

$ 1,316,465 

$24,012,263 

A. _E. G. aLE COPY. -

NYOO 

$3,951,805 

.. -0-

$3,951,805. 

$ . 172,150 
-0-

$ 172,150 

$4, i23,955 

I . . 
TOTAL 

$26,656,993 

(9 ;390) 

$26,647,603 .· 

. $ 1,488 ,053 
562. 

. $ . 1 ,488 2615 

·$28, 136,218 

$28,136,218: 
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u. s. ATOMic ENERGY coMMISSION 
Savannah River Operations Office 

Modification No. 34 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS. SUPPLEMENTAL AGREEMENT, entered into the r2Jf'dday of ~ • , 1963, 
effectiv;e· M~Y 1, .1963, unless otherwise he·reinafter specificall)TrOVided, by and 
between the UNITED STATES OF AMERICA (hereinafter referred to as the "Government") 

_as represented by-the UNITED STATES ATOMIC -ENERGY COMMISSION'(hereinafter referred 
t_o as the_ "Commission")- and SYLVANIA ELECTRIC PRODUCTS INC. (hereinafter referred 
to as. the "Contract;or'~): · · · 

WITNES.SETH THAT': 

WHEREAS' as of the lOth day of Dec~mber i951, the Commission and ·.the Contra.ctor 
entered i~to Contract AT(30-l) ':"'1293 for the· performance by the Contr~ttor of , 
certai,n work for the Cominission involving the use and occupancy of ·t'® land and -

_buildings of the- Contractor on Cantiague Road in Hicksville-, Long ISland, New York; 
-a~~ . -

WHEREAS, said Contract has _heretofore been amended from time to- time and the 
parties desire to further amend sai-d Contract to ·revise the scope of work. and 
to amend certain other {>ro~f.sions_of the Contract as hereinafter set for~h; and 

-WHEREAS/ this Supplemental A~reement is authorized by the Atomic Energy Act' of 
· 1954, as amended; 

NOW, THEREFORE, .the parties hereto do mutually agree as follows: 

· -1. Appendix "B" Modification No. 29, Co'ritract AT(30-l) -1293, as amended~ is 
re_vised as o'f May 1, 1963, and. is attached hereto and made a part hereof. 

. i. Par~gra:ph l. ~ Estimate o-f Cost and Fixed Fee, of Article IV - ESTIMATES 
OF COSTS, OBLIGATION OF ·FtJNi>S,. AND FIXED FEE; is reviSed to rea:d as 
follows~ - - · · 

"1. ·Estimate of Ccist and Fixed Fee. - The presently estimated cost of the 
work under this CQntract is $:26',647-,'603, exclusive of the Contrac.tor's 
fixed fee. The Contractor's fixed fee ~s set forth in paragraph 2., 
Article V of the Contract, is $1,4S8,615. The estimated. cost of _the. 
work, as described in paragraph 1. o't. the Article entitled Scope.- of 
Work,- for the period October 1,-1962, toSeptember 30, 19.63,-is 
$3-,485,619, exclusive of _the Contractor'_s fixed fee of $197 ,825." 

3, In subparagraph (d) of paragraph 2., Fi~ed F_ee of Article V - ALLOWABLE 
COST AND FIXED FEE, deletethefigurei'$197,263" and substitute therefor 
t.he figu~e "$197 ~825." . f 

_/ 

A. E. C. FH .. E COPY 
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Modification No. 34 . 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA E~EGTRIC PRODUCTS . INC. 

4. Subparagraph (d) of paragraph 2., Payment of Fixed·Fee, of Article VI­
PAYMENTS, is revised to· read as follows: 

11 (d) Ninety percent (90%) of the fixed fee of $197,825 shall be due and 
payable in monthly installments as. follows.: 

For the period October 1, 1962, to February _28, 1963 
·For the period: :March 1; 1963, ·to April .30, 1963 
For the period MaY: 1, 1%3, to· September 30 ,· 1963 

$14~975 
14;666 
14; 767 11 

· 5. ··Appendix ''E, 11 (jeneral Provis.ions to Contract AT(30.:.1) -1293 is ainended to 
.deiete Provision lL(d), Nondiscrimination in Employment,and subs.titute ~herefor 
the .followil\g revised. provisi.On, effective upon execution of this .modification .. 

"(d) NondiScrimination :tn EmploYment 

/ 

During the 'performance o·f this Contract,· the Contractor. agr.f3;~~ ... · s. as 
foll.ows: f 

(1) 

(2) 

The·Conb;actor will not discdmiriate agaitis~t.any employee or· 
. applicant for· empl~ym.ent because -~·f ~ace~ c'i-·eed, color; ·.()r 
national origin, The.Gontractor will take affii-mative action 
to ensure that appU.carits are emP.loyed, and' that employees are 
treated. during employment, withou't; regard to •their race, .creed, 
·color, or national origin. Such action shall include,· l>Ut ·not 

. be ·nmited, to the foilowing: employment, .upgrading~ d~otion 
or transfer; recr~itment .or recru:i,tment adyertising; layoff or 

. termination; rates of pay or other forms of·compensadc;m.; a!).d 
selecti-on for training, including_ apprenticeship. The Cont.ractor 
agrees. to post in conspicuous.places, available. to employees and 
~applicants fo~ emp loynient, notices to· be . provided • by the· Con.;. 
tract:ing Officer setttng for.th the provisi.Qns of this ncindiscd.m-:­
in~i"tio~ ·:clause .... 

·The Contractor wilt, in all solicitations' or advertisements ,for 
. employees placed by or ·on behalf .. of· the Contrac_tor,. ·state th~t­
all qualified .·applicants will recel.ve cc:msideration ··for .employ­
ment wit.hout r:egard. to r·ace, ~reed;. color, or national ·origin. 

· (3) The Contractor will send to each iabo~ ~niotl. or representative 
of workers with which he has a collective·~rgaining agreement or 
other Contra,~t·. or unde.rstandtng, . a. notice; to· be .. provid~d .h).r the. 
agency Contractfng ·officer, advising the said labor·union or· 
wa.rkers' repr~seiitative of the Contractor's commitments under 
this ·section, and shall post.copies of the notice in conspi.cuous 
places available tci·employees and applicants for emplQyment. 

- 2 
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(4) 

(5) 

(6) 

Modification No. 34 
St.tpplelnental Agreement to 
Contract AT(30-l) -1293 
SYLVANIA ELECTRIC· 'PRODUCTS INC. 

- --

The Cobq:actor will comply -with all provisions of Exec-utive Order 
No. Hl925 of_March6, 1961, as·amended, andof the roles, regulations, 
and relevant orders· of the President's Commit-tee on Equal Employm..ent 
Opportunity created thereby. 

The Contractor will furnish all information and reports required 
by Executive Order No. 10925 of March 6, 1961; as amended, and · 
by t.he rules, regulations, and orders of the said Cottimittee,' or 
pursuant thereto, and will perinit access to his bo~ks, .re.cords, and· 

-:accounts by the cpntracting agency and the Co~ttee for ·purp-oses. 
of investigation .to ascertaiti compliance with such rules, regulations'· 

. and orders • · 
- . . 

In the event of the Contractor's· ~noncompliat,1ce wit·h the nori<liScrim.; 
inati-on ci.auses of this ··contract or ·with any of the said rtiles~. 
regU.lations' or orders' i:his ·contraC:t may be cancelled·, ierminated' 
or suspended .. in.whole or ·in.part and the·c-<:intractor may,: "e.decl=at;e<l 
ineligible for ·further Government ·contract's in &ccordan:· :e wlt.h pr:<>­
cedures authorized in Executive ·order No. 10925 of March.. 6/ 1961, 

·as amended, arid S(.lCli other sahcdons may bedm,posed and remedies .. ',], .. 
invoked as provided in the said Executive o.rder or by rule, regul;ation,. 
or order of the Pr~sident ··s CollDirl.ttee on Equal Employment Opp?rtunity, 
or as otherwise provided by law. · 

(7) The Contractor wi 11 _inc 1ude · the provisions of paragraphs· . (1) through 
(7) in :~very subc-onti'rac·t or purchas¢ order unless exempted _by rules; 

. reguiations ,. or ·orders. of the ·_Pr.esident·' s QotilJriitt.ee ori Eqiu11_Employ~. 
ment Opportunity· issued pursuant to section 303 of- Executive: Or.der 

-No. 10925 of March 6, 1961, as amended,. so that such. pr()visioti~ wil.l 
be· binding upon ~ach subcorit·ractor or vendor. · The Contractor w:tu: 
take .. such action wi-th .respect to any subcontract. or.· purchl!.se order 
as. th~ ·ccmtractf.ng agency may di,r.eet as a means of ettforclng. '$UCh . 

·provis.ions~. i{!.c1uding t;a·nctions ~fcir- noncompliance:· Provided,..···· 
b<>wev:er~ ·that in the .event· the Contractor becomes tnvolv.ed in~. or . 
is threatened 'with, litigation :~.idi a·subcontra:-Ctor or vendor as. a:. 
result· of such direction .by the cpntracting age_ncy; the Contractor. 
may request the United States· ·to enter ·into such' litigation to· 
protect the interes.ts of the Unite11 States .... 

6. All other ·terms_ and conditions of. the Contract remain unchanged • 

-3· 
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, Modification No. 34 
Supplemental Agreement to 
Contract AT(30-l)-l293 
SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF,- the parties hereto have executed this Modification as of 
the day and year-first above written. 

1/tn 
& 

~~ 
UNITED STATES OF AMERICA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: 
R. C. Blair, Manager • ~ 

TITLE: - Sav.anne:h .·River Operations OfHc.:i ~ -=~~~~~~~~~ 

WITNESSE.S: 

. . 
3?~~ -?2·~· 

I' --~· . -- .,. ce· rt· ify that I am. · ~ <: :-•. . r:z..-r~.;._-;7-r:J~ '7. ~<-/ /r>. / """0 .--,;,Lrc {775;-- Ji· , ~ /. 
----~~~~--~~--~~~-------· . 

of Sylvania Electric Prpducts Inc., named above; that 

. . 
who signed-- this Agreement OIJ. behalf <!f said corporation,. was: then .fJJr-[ lh6 ~r . 

-- iv& ' ' ,.? (1), v . 0 .. 
of said corporation, -and· that _thts Agreement was duly 

. . . . 

signed for and- in behalf of said corporation by author:ity- of its gov-erning. body 

and within the scope of its corporate powers . 

WITNESS my hand and seal of said corporation this 

1963~ 

(CORPORATE SEAL) 
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/-COPY 

USAEC 
R. C. BLAIR 
AUGUSTA, GA. 

COPY 

SEPTEMBER 27, 1963 

D. B. METZ, SYLVANIA ELECTRIC PRODUCTS INC. 
CANTIAGUE R~AD, HICKSVILLE, LONG ISLAND, NEW YORK 

COPY 

PENDING COMPLETION OF OUR REVIIDv OF YOUR PROPOSAL AND NEGOTIATIONS OF 

AN APPROPRIATE HODIFICATION TO CONTRACT AT(30-1) -1293, AS AHENDED, YOU 

ARE AUTHORIZED TO PROCEED \HTII THE HORK PROGRAMS OUTLINED IN YOUR 

SEPTEMBER 11, 1963, PROPOSAL AS A}lliNDED BY YOUR LETTER OF SEPTEMBER 20, 

1963. IT IS UNDERSTOOD THAT TIIE PERFORMANCE OF Tll..E WORK HILL BE IN 

ACCORDANCE WITH TIIE APPLICABLE TERMS AND CONDITIONS OF CONTRACT 

AT(30-l)-1~93, AS AMENDED. FAILURE TO AGREE ON AN APPROPRIATE FIXED 

FEE FOR TIIE WORK WILL BECOME A DISPUTE AND WILL BE RESOLVED UNDER THE 

DISPUTES CLAUSE OF THIS CONTRACT. PENDING EXECUTION OF AN APPROPRIATE 

CONTRACT MODIFICATION, INTERIM FUNDS IN THE AMOUNT OF $840,000, INCLUDING 

$30,000 FOR CAPITAL EQUIPMENT, ARE OBLIGATED FOR CONTINUED PERFORMANCE OF 

THE WORK. THIS INCREASE BRINGS THE TOTAL AMOUNT OBLIGATED UNDER THE 

CONTRACT TO $28,976,218. 

PLEASE ACKNOWLEDGE YOUR ACCEPTANCE BY RETURN TELETYPE. AC:RAMcF 

bee: Manag~r 1 s Office 
T&P Division 
B&F Divisio~ 
Office of Chief Counsel 
Patent Branch, OCC 

McFeely: ps 
E.:.l80 
X-2881 
Typed 9-27-63 -9:21a.m. 

USDOE 017227 
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Responsive Record g 

PENDIX "B" TO MOPIFICATION NO. 29 
ONTRACT NO. AT(30-1)-1293 

VISED OCTOBER 1, 1963, UNDER 
------~------~---pODIF~CATION NO. 35 

l.l1l~~~~~~~~=::pcld:~~~~#=c~:¥.~~~~bf Modification No. 29 of Contract 
-- N~. AT(30-1) -12 ~ ~- this:·Appendix ··~Bn desctibes the scope of work to be performed 

by tha. Contractor d\n::iq:g ,t;J-t_e per:J.q-4,.:_:0-cJ;o.ber 1, 1~63~ through September :30, 1964. 

1. PRODUCTION 

A. MARK V-B AND MAR.K V-E (Inner-Fuel) 

The Contractor shall man~facture and furnish tq the Connnission Mai'· V-B and 
Mark v..:.E slugs at 111Pnthly tonnages as f'PllOW,!3: -~; _ 

,\ . - . . - - . t -

October 1963 
November 1963 
December: :19_63 
January i964 
February 1964 
Ma~ch 1964 
Aprfl 1964 
May 1964. 
June 1,964 
July 1964-
August 1964 
September-196.4 

B. THORIUM 

l1ark V-B (Tons) 
Integral_Rih 

5'7 
41 
44 
48 
44 

. 46 
47' 
44· 
48 
12 
42 
42 

Mark V~E · (Ton~)· 
Integral Rib 

-27 
. 27 

23_ 

23 
23 
23· 

0 
. ·0 

0. 
0 
0 
0 

Complete the canning and delivery of 11,500 Mark VII-T slugs· for irradiation 
at the Savannah River Plant. 

II. PROGRAM DEVELOPME-NT 

A. - ELEMENT DEVELOPMENT 

i.. Long_ Slugs· 

Develop a process for canning Mark V-B and Mark V-E· IF 
·"- up J:o 16" in length by the hot pressure bonding proces·s. ·Both impac::.t 
-~-G_RDUP 1 e,trttsions and tubing wi,ll be fnvestigated forcladding. SROOResponseto 

FOIA (SR) - 04-028 

. E~~~~CoEgO~i~<D~~,...(~~~- \ . ...c-' ;9 ;,__ /0 ,_ . ~ 
AND DECtASS:FIC.\To!I:L C'7fe'. -7 '7M..., k _ 0 
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APPENDIX "B'"' TO MODIFICATION NO. 2Q 
CONTRACT NO. 'AT(30-l) -1293 
REVISED OCTOBER 1, 1963, UNDER· 
MODIFICATlONNO. 35 

This program shall include the establishment of standards, speCifications 
and operating procedures· and all necesf?ary research,.development, ca~ning 
and data accumulation •. Also., qualification and reactor test slugs will 
.be ·mad~ . 

. 2. Added Rib 

·continue development of the canning of Mark V-B lF elements with added · 
ribs. Investigate the use of:other types ofalumlnum for the rib a:nd 
changes in the .physical structure of the rib·. · 

This program shall include the establishrp.ent of standards, specifications 
and operating. procedures and all necessary research,. development, canning 

::d..::::~ accumulation. Also, qualificiltion and reactoi test •1:: will 
3. Tube Cladding 

Study the effects of-the use of tubing as cladding for Mark V-B and v ... E 
lF hot pressure bonded slugs .. 

4. Recovery of Mark V-E 

Pevelop a recovery program .to reclaim. ·reject -Mark V-E· IF s'it.igs· and r:euse 
the. co.res. Set up standards, .specifi·cations and operating procedures,. 
whereby reject slugs may ·b.e dec lad and reprocessed thr()ugh the HPB p~oc·ess ~ 

B. TOOLING AND CLADDING MATERIALS· 

1. Furnace Tooling 

Investigate potential improvements inquality and economy attainable through 
the t;eplacement of Inconel X by such metals as AF71 or Inconel for furnace. 
tooling, such as mandrels, dies and vacuum pots.· Make.items of promis.it1g 
materials-and test them in the HPB process. 

2. Cladding 

Investigate potential advantages.of low alloys of aluminum as cladding. 
material. Test th,e most promising·materials, such as aluminum with­
_additives of beryllium or germanium, in the HPBprocess, for further 
evaluation at SRP. 

.- 2 -
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C. INDUCTION HEATING 

1. Heat Pattern Control-

. ·- -- _ . ..:.: _.,...· __ _, __ :~..: -.~- .. :~ ..... _,_ .~ .. 

APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-l)-1293 
REVISED OCTOBER 1, -1963; _UNDER 
MODIFicATION NO. 35 

Run a_series of experiments on_HPB induction furn~ces to determine actual 
heat patterns and provide a consistent improved control of the heat applied 
to-the slug. 

Investigate the possible use of scanning equipment which will designate 
the temperature of the d:f,.e as it leaves the furnace, thereby of;fering 
additional improvement of heat 'pattern c:.on,trol. 

2. Cores with Anodic Etch 
--

Investigate possible improvement-of HPB strengths by the-use of}~nodic 
etching of cores before plating and the rapid heat-up cycle-_att'fiilable 
with induction furnaces. 

D. NONDESTRUCTIVE TESTING 

1. Eutectic Prevention 

investigate new methods £or the detection of Mark V-B and V-E slugs that_ 
have been overheated during the pressing cycle, such as the use of 
magnetic and hysteresis effe:cts and the.chemical test which showed·prom:ise 
with Mark VII-A slugs. 

2. Nickel Plate Control 

Con~inue investigation of riew types of. nickel detection and measu-rement, 
such as. the ·magnetic probe, to provide a closer control of the nickel plate 
on cores. 

3. Uranium Metal QuB,lity 

Refine and test ultrasonic equipment for potential·use in the detection 
ofmetal quality rejects before- plating. 

4. Aluminum Metal Quality 

Invesdgate methods of improving_ the detection of metal quality rejects in 
a"luuiinum cladding.components before-they are _used. 

- 3 -
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APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-l) -i293 . 
REVISED OCTOBER 1, 1963, UNDER 
MODIFICATION'NO. 35 

. III. · DU PONT TOOLING 

·The Contractor shall furnish all materials, services and_supplies necessary 
tb perform all work authorized by the Commissi.on in furtherance of the i>u Pont 

. Tooling Progr8Jll. 

(. 

/.· 

.;. 4 -
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APPENDIX 11 A' 1 INDEX CONTRAC1' AT(30-l) -1293 

PAGE 

I. Gene~al Provisions 

II. Absences 
A. Hol:i;days 
B.-· Vacations -

·, C ~ Sick Leave 
D. Other Absenc·es 

III. Wage a.na··sa.lary ·Adinlnistration 
·. A.· Executive Co~risatiori 
.B~ Salar,Y Sch~dules· · 
c-. Increases and.Pr.omotions 
D. ieadman PrenuUJl!. (Hourly Employees) 
E.· Shift" Differential · 
F. Compe·nsation for· Premium. Time - Overtime &: Holiday .Work 
G. Report-in Pay - · 
H. Call-in Pay (non-exempt Salaried and.Ho~ly Employees) 
I. Separation Pay 

IV. ~ployee Bene;fits 
A. Educational Benefits 
B. Group .Insurance 
C ~ Pensiori · Plan -

v. . Travel, Transportation, .Subsistence and Moving Expepses 
A.·.-. Travel, Transportation -~md Subsistence. -
B.· Movi1:1g and Relocation E?c,penses · 
c. -New· Hires -·Key Scientific,· .Te.chnical an<;l Profe$sional -

· ·Employees · · -

VI. .Mis.c.ellaneous EXJ>erises· and Allowances _ 
A. Pre-Em:ploymetit Physical Ex:a.nii~ation 
B-. · In-Plant Traini-ng Courses 
·c. _Outside Training and Meetings 
D. Licenses; Professional Society Meniberships, and, Magazine 

Subscriptions · 
E. Publication Awards 
F. ~ployee Social and ReGreational Activities 
G. Supper ~oney 
H. · Employment Agency Fees· 
I. .Printed Material . 
J. Clothing Loss 
K. Personal Protective Equipment 
L. Patent Awards -
M. Suggestion Awards 
0;. Family .Day 
P. Cooperative Student Work Program 

Schedule I :- Salaried_ Employees - Exempt 
Sch~dule I - Salaried Employees - Non-Exempt 
Schedule II - Hourly Employees - Non-:-Exempt 
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I~ GENERAL PROVISIONS 

Append.iX "A" 
Modification No. 3.5 to 
Contract No. AT(J0-1)-1293 

SYLVANIA ELECTRIC PRODUCTS INC. 
SYLCOR DIVISION 

Contract No. AT(30-l)-1293• 

APPENDIX "A" · 
Revi:sed October 1, 1963 

PERSO~L PRACTICES 

This Appendix "A" sets forth the ·current personnel Policies, wage .and 
salary pra~tices,employee benefit programs:, travel, transportation, sub­
sistence and moving expenses,. and niiscell.ane6us expenses and allowances 
approved as allmiable costs under Contract No. AT{30~1)-1293· · ~ 

The ~revisions included· hereunder reflect regUlarly established ~~licies · 
· and practices of· the Contractor, modified' only to .meet the particular re-
. quirements of the Contract and approved by the Commission, .and shall be 

ac:lniini.stered .·in· ·accordance with the Contract' crt s regular procedures. 
Reimbursement. for items of cost pert~ining ·to .the personnel practices and 
procedures not specifically covered below shall be ·in accordance .with this· 
Gontractor's published policies and procedures or consis.teht With the Con:-

. tractor's established conunerciai.'practices. and.approved by· the Corttracting 
()fficer. 

This Appe~di.x "A11 lllaY be modified from time to time, in whole ~r . .in part, 
. without .. formai Contract. modification by mutual written ·agreement between 
the·· Conun.ission and the Contractor •. 

· II. ABSENCES 

A. · Holidays 

The Contractor recognizes nine (9) paid holidays in each calendar year. 
. . . 

Holidays falling on Sunday will be observed the following Monday. 
Holidays falling on Saturday will be observed the preceding Friday •. 

B. Vacations 

Employees of the Contractor who have, or will-'·have, on July 1 of the : 
current year the following records of continuous service, ni.ay receive 
paid vacations in accordance with the following schedule: 

Revised October 1; 1963 
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Length of Service 

6 months but. 'hiss than 1 year · 
1 year but less th~n 3 years 
3 years but less than 10 years 

10· years bu,t less than 25 .years_ 
25 years or more -

Contract N~. AT(J0-1)-1~93 ~th . . -

Sylvania Electric Products Inc., 
Sylcor Division · 
Appendix "A" 

Hourly Employee 

20 hours 
40-hours 
80 hours 

120 bours 
160 hours 

Sala;ry Em.plo:tee 

1 week 
2 weeks 
~ weeks 
3 wee~s 
4 weeks 

A week's pay in lieu of one we~k' s vacation may be ·granted to employees 
who are eligible for three or four we~ks' vacation. 

Additional prorated vacation payments may ·be made to employees eligible 
- for vacation pay_ based _on the following lengths of service:· 

Hourly Employees 

- More than 26 weeks but less. 
than 52 w:eeks 

More than 2_ years 12 weeks but· 
less than 3 years 

1/26 of 20 hours for lf ~ch 
week above 26 - : . 

- - . 

- 1 hour for eacQ. week above 
2·years 12·weeks 

Salari-ed- Employees 

More than- 26 weeks . but- less 
th~n $2 weeks 

1/26 of l week's- pay for 
ea:chweek above.26 

The C;tbove vacation allowances are non-cumulative and shall be. ·taken 
prior to -December -2F·~ the: c!' rrnt' vac~ati n year;:· - . f~feited. . 

3•p/{~ -a ,.,_ ,_,, _ z.... ~, 
1 - . . ~ -r 1£.&-f . ' oz...,'(_~ -

Shift premium if applicable-, may be included in ·vacatlqri payments._ If · 
the majority of the employees have _ ~ctU:ally worked on a sc.hedule. aver­
aging 48. hours· or inore per week for the first six· mo1;1ths _of a ·_calendar -
year, vacation payments may be based on a 48-hour ·per week straight · 
time basis. · · 

An extra day's vacation .is allowed for ea.ch paid holiday falling with­
in the yacation period. Payment for such holiday may be ~ranted to 
hourly or non-exempt aalaried employees. 

Employees who leave the CoJ:D.paey prior to July 1 of the· current year 
may receive a vacation accrual equal to the number of weeks· on the 
payroll since last July i, i:livided by 52;· multiplie.d by the normal . 
vacation pay for an employee With their record of continuous serviGe .• 
Employees who leave the Company after July l who have not· received the 
vacation pay to which they are eligible as of July ·1, will receive 
such payments at the time of separation. 

Revised October l, 1963 
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c. Sick Leave 

1. Salaried Employees .. 

Contract No. AT(JO~l)-1293 with ·. 
Sylvania Electi:-ic Products Inc., 
Sylcor Division 
Appendix "A". 

I..eave with pay may be granted to employees who are absent from 
work because of personal illness or injury. The amount of such 
leave granted shall be in accordance with established practi_ce·s 
consistently applied throughout the Contractor's organization 
based upon the following schedUle: · 

Employee's Service 

I..ess than 6 months 
6 months to l year 
1 year to 2 years 
2 years to 25 years 

More.than 25 years 

·Cumulative Time Off in 
AEY; 12-Month Perio_d 

.1 week 
• 2 weeks 
4 weeks 

4 weeks plus 2 we.e. J:· / :(or .. e.ach 
full year of cont:l. · . ous ser-
vi.ce beyond 2 yea¥ up to ·. · 

· · maximum of 50 weeks 
50·weeks · 

No reimbursement shall be made for unused ·sick leave to employees 
upon terin:ination of employment. 

2~ Hourly EmploYees 

Excused leave with pay may be granted full-t"ime employees· who are 
. absent froni work for reasoris of j)ersonai illness. injUry, or dis-
ability based upon, the following proVisions:· · · 

Full-time employees with -one or more· years of continuous service· 
who are on . the payroll .as of January 1 of any calendar year shall 
be credited with .40 hours of sickleaveailowance for that.calen7 
dar _year. · 

Full-time employees who are not on the. payroll as of January 1 
:t>ut who returned to w:ork from layoff or leave .of absence su"\)se­
quent t:o January 1 shall be credite.d for the· balance of the cal­
endar year with an amount of sick leave allowance equal to the 
number of full: calendar months remaining. in the calendar year 
times 3-1/3 hours. 

Full-time employees who complete their first year of continuous· · 
service subsequent to Januari 1 shall be credited for the balance 
of the calendar year with an amount of si.ck ·leave allowance 

Revised October 1~ 1963 
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Contract No. AT(J0-1)-1293 with 
Sylvani~ Eiectric Product~ Inc., 
Sylcor Division · 
Appendix 11A" 

equal to the number of full calendar months remaining in the cal-:. 
e~dar year times· 3-1/3 hours. 

Full-ti.nie employees who complete their first year ()f continuous 
services on or before the· 15th· day of the month will be credited 
with a full 3-1/J hours of sick leave allowance .for that ·montl:i.: 
Allowances for regular, part-time employees will be reduced pro:­
portionately; provided they.are employed to work a miniinum weekly 
work schedule of 20 hours ·or more. · · · 

Unused sick leave will be accumUlated from year to year up to·a 
ma.:Amum of 480 hours. In no case will unused sick leave pay be 
reimbursed to employees, including separation: from the company, 
for aey reason. 

Sick leave pay shall be computed at the employee's straight-time 
ho'?rly rat~ ·1n effect ori· the first full. or pa:tial. daytt·~·- _: a[>sence. 
Sh1tt prenuum may _be added t.o such stra1ght-tJ.J11e. s1c~ , :t3:ve for . · 
employees who, if they worked, would have been assigri.e · to a pre-
mium shift. . . . 

Employees receiving· sick leave pay will not be entitled to Non­
Occupationai Insurance Benefits for the. same pe·r:i,.od of abS,Emce. 

·.The IJ:umber of weeks ()f Non~Occupational Disabiiity Insurance 
Benefits to which an employee is entitled shall be ·reduced by, the 
equivalent number of consecutive 40-hour increments. (or frac­
tionalportipn thereof) of sick.leave pay rec:eived •. Non~Occu­
pational Disa.bility Insurance Benefit$ w:ill- colllll\ertcE! at the ter- · 
mi:riation of ·sick pay if the employee is still unable· to return to . 
wol'k due to personal illness or in.)ucy arid has been. disabled for 
more_than seven (7) consecutive calend:ar.days. 

P~yme.nts -~e~eived under \vorlanen' s Compensation, cost· reimbursed 
in whole or in part by the Commiss:i,on,. sh~l be deducted from the· 
sick leave pay received by an employee. during. any period. such 
paym~nts are received. Sick lea:ve pay Will be the difference be- . 

. tween the weekly Workmen's Compensation payment and t}1e employee's 
weekly straight-time wage in effect at the time an occupational 
. disability. occurs. When such partial sick leave payments are· 
mad~; the number of hours to be charged against· an employee 1 a. 
sick leave~allowance will be determined by dividing the_employee's 
straight-timE! ··earnings into the appropriate amount of weekly .sick 
leave pay to be granted. 
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D. other Absences 

1. Court Duty 

. -···-·~-· --------·· --- -. -· .. .. . ....... -~---~---· 

Contract No. AT(JO-l)-129.3 with 
Sylvania Electric Products Inc., 
Sylcor Division.· 
AppendiX "An 

Employees may be allowed time off without loss of straight-time 
pay for required jury duty OJ;' for required appearance at a court 
trial •. 

a. Hourly and Non-Exempt Salaried Employt;Jes. will receive the differ;,: 
ence. between fees received from the court and their normal , 
pay for an eight-hour day. 

b. Exempt Saiar:ied Employees will be paid their normal salary in 
addition to court fees. · 

2. Marriage . 

When an employee elects to be married, he ·may be granted,~iine off 
as foilows: 

a. ·Hourly Employee::?:· Up to one week off without PaY• 

b. Salaried Employees: ·less than 6 months service: Up to one 
week off .Without pay. Six months service ·or more: Up to one 
week with pay. 

3. Death· in the· Iimnediate Family 

. Any employee· may be granted up to three working days off with pay 
because· of the death of the employee's spouse·, fathe:r:, mother, · 
son, .daughter; brother or sister; mQther-in-law or father-in-law. 

4•. Required Military Duty 

Time off for required military reserve . duty, not to exce·ed two 
week~ during any ·twelv.e-month period may be granted to: 

. . . 

Hourly Employees - Without pay 
. I . 

Salaried Employees 

(a) . Less· than six (6) months service ....: without pay 

(b) With more than ( 6) ·months service, the difference, if ariy be­
. tween their ·salary base rate and their military pay for the 
period. 

All employees with-six (6) months or more ·of continuous service 

Revised October 1, 1963 
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who are orderedto active duty for periods of not less than su 
(6). months duration may receive the equivalent of one ·(1) month 1.s 

· pay upon release from employment to perform such duty unless he. 
eilliE;ts while_on an ap];:roved occupational deferment. 

. . 

Required Selective Service Examination 

. Time off with pay may be· granted to employees required to visit .. 
· niilitary examination centers for the purpose of taldzig preliminary 
or final type exanri~_tions. . The amoUnt paid to non-exempt. em.;... . 
ploye·es shall not exceed eight (8} hours. of straight-time pay, in­
cluding shift premium, :i..i.' any. 

6. Personal Reasons 

. Time off may be granted to empioy~es absent for personal reasons~ 
Time off for personal reasons ma,y be grant~d ·to hourly ~-WJ?loye(;ls .. 
only on a non;....pay basis. · Nqp-exemi>t Plan B employees< ~b six <n' 
more months· of continuous service may be paid for time ·ol'f not to 
exceed .five days per .year. ;EXempt Plan A employees ~th. six or 
more months of corit~nuous .·se.rVice may be paid for time off at ·the 
discretion of tl).e Manufacturing Manager or, in his absence, the 
person acti-ng iri ·his behalf. ·.When such tinie off exceeds· two weeks1 
additional time off shall .come under provisio~s of II• n-. 7., belnw~ ·· 

7. Leave o.f A'Qsenc(r 
. . 

.A leave of: absence. Without pay ma.y ~e granted to employees who. are 
absent for two or more weeks. but not to exc.eed 18 ·months.. Senior,.... 
ityor other benE;lfits shail not be accrued.du.ring leaves of 

. absences granted .ll:nder t}1is . se.ction. . . 

I~I. WAGE AND SALARY ADMINISTRATION 

A • 

. -:· . - .. _. .. 
- --.. 

~ecuti ve Compensation 

Executive compensation including· bonuses and other remunerations Will,. 
for cost-reiinbursement purposes, not ·exceed a pro. rata share of ·the 
equiVa.lent of $30,000 ·per annuin for any one executive.. The deter­
mination of allowable related· costs based 'On compensations paid v-411 
also ·be determined on the basis of the foregoing limitati.on." In ad-: . 
dition, ·prior Conilnission approval· shall be. obtained on the establish­
ment or. adjustinerit. of single ra.tes or ·rate ranges whi.ch exceed $25,000 · 
per year and on any indiVidual saiary action which involves a total 
compensation of $251 000 or more· per year. · 

Revi.sed October 1, 1963 
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B. Salary Schedules 

Contract No. AT(J0-1)-1293 With 
Syivania Electric Products Inc., 
Sylcor-Division 
Appendix "A" 

Employees whose wages. or salaries are .cost-reimbursed under __ J.he ·Con­
tract shall be employed in the. job classification, grade and. salary 
ranges approved under Schedules I·and II attached hereto. CUrrent 
organization charts, job descriptions and appropriate wage and salary 
data· will be filed With the. Comini:;~sion in support of approved job·. 
classifications, grades an:d wage and salary ranges. Cost'of living 
and general wage arid salacy adjustments require ·the prior approval of · 
the Commission. · · · · 

c. Increases and Promotions 

1. Salaried Em.ploye·es 
.. 

It is the. policy of the Contractor to base the employee' a· salary 
on his production and accomplishments in t'erms of the :remurements. 
of his . job clasSification p.nd the rate ra·ng_e . for the cl~sifica-:- . 
tiori. Reclassification, promotions and merit· raises may be made . 

. at the discretion or' the Contractor in accordance with established. 
practices and procedU-res;· Salal'ied employees may be considered 

. for merit increases in accordance with the· following schedule • 

Employee's Place in· Rate ·Range . Interval Between Merit Increases · 
Salaried Employees 

Non-Exempt 

. Be,low. mid-poirit of salary range .6 months . . . . 

Above mid-point,. not· immediately 12...:.18 months 
J:lroinotable 

Above mid~point, immediately 9 months 
promotable 

Exempt 

12 months. 

18-24 months·. 

12 months 

A non-exempt salaried_employee's job performance shall be reviewed 
semi-amiua.lly and he may receive an increase of.up to 5%of his 
base rate at each semi-annual-revie~. Merit increases for exempt 
s'ala:ried employees shall not be granted less than one year from. 
the preceding-merit or promotional increase except in unusual 
cases,. a!ld in rio case shall they exceed 10% per year. Exceptiops 
may be granted· only With the prior approval of the Commission. 
No merit increase shall be given in excess .of the established 
maximum rate for the position o£ the exempt. or non-exempt sa~aried . 
employee. 

Revised October 1, 1963 
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2. Hotll'lY Employees 

.. . . . . 
. ----· ---·.-,..~~-.-~._.,., ·····-· -----~----·-..:.: ..... ·.--.. 

Contract No. AT(30-i)-1293 ·with· 
Sylvania Electric Products Inc.,. 
Sylcor Division 
A ppe ildix "A" 

Merit raises within the appropriate labor grade may be giveh once 
every three calendar months. In unusual circumstances a merit 
raise may be given after -two calendar months have elapsed after a 
previous merit increase• .New hires may receive a merit increase 
at the conclusion of a ·45.:..day probationary period~ New hires 
With trainee classification may. be promoted to their regular cl.as-,. 
sification and brought to their first step .of the appropriate labor 
grade at the conclusion of a _45-day probationary period. · · 

D. l.eadnian Premium (Hourly Employees) 

E. 

An employee officially designat·ed as a -"Leadman" may_ be paid a 10% 
premilJin. in addition to his hourly rate. 

Shift Differential . . //; 
~ . . . . . . f._ -~t .· . 

PreiniUm. pay of 10% of straight time and ov~rtime earnings -wi'll l?e paid · 
for .work on shifts conmiencing outside the hours of 7:00 a•m. to· 9:00 
a.m. 

F. Compensation for Premium 'I':ime - Overtime and Holiday Work 

.As deemed essential to the performanqe of Contract work, the Contrac­
tor may authorize occasional overtime. Work .weeks i.n· excess of 40 · 
hours scheduled for· more .than four consecutive .. weeks shall require 
prior approval· of the. Qolllii4ssio~. PaYW-ei).t.s_ f()r 0y~rt:ime,w:ork shall.b~ . 
in accoi'danc~ with the Federal Wage and Hour Law and "the Contractor's .. 
established pay .practices~ 

Regular employees may receive their regular straight time pay, not; to 
exceed eight holirs (including shi.:ft premitmt i.:t: applicable) for un-· 
worked official holidays. · · 

If. a non-exempt salaried or hourly employee is required to work on an 
official holiday, he will be compensat~d forthe hours worked at- one 

· and one-half times his· normal rate of pay including shift differential. · 
in addition to the basic eight hours-holiday pay. · . . . 

G. Report-in Pay 

An employee who reports to work for his sch.eduied hours will receive 
full pa,y from such hours (not to exceed 8) for that day even though 
idle or sent; home early because of delc~.y or shortage or _other reason:;! 
beyond his ·control, except "tha.:t nO .such pay shall be made· in cases 
where the Company's failure to' provide work is due to· power failure, 
fire, flood, weather conditions, or other conditions beyond the 
Company's. control. · · · 

·Revised October 1, 1963 
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Contract No. AT(3 .. l_)-1293 <with 
Sylvania Electric Products Inc., 
Sylcor Division· 
Appendix li,An 

Call-in Pay (Non-exempt-Salaried·and Hourly' Employees) 

Empl9yees who are called in for emergency work outside their regtllarly 
scheduled hours may be paid at overtime rates for such hours worked 
or a minimum of fo"Qr hours straight time' whichever is gre~ter.: 

r~ - Separation Pay 

1.. Separation Pay in Lieu- of Notice 

Employees with six (6) .months 6r .. more of continuous ~ervice who 
are j:>ermanehtly and ·involuntarily separated without prejudice Will 
receive notice or separation: pay in lieu of notic_e as indicated 
below: 

a. Hourly Employees - One (l) week1 s _notice or one _0..)· week's pay 
at base rate, not to exceed 40 hOtirs~ - ·---- . . 

-Sho~d an hourly_ paid empioyee h~ separated be·cauself lack of 
work-while· assigned to coilliilercial w_9rk at the. Hicksville Plant 
and ''bump" through se~or"ity rules an employee on Contract · · 
work, it is agreed the Commission shall not be:liable for 
separation pay to the separated employee •. -Where an_ employee 
engaged on Contract work at the Hicksville Plant "humps" a 

· less senior .employee assigned to commer,i-cal work, the Comzid~­
-sion snail_ reimburse the Company, if required, for Separation 
payments. to the employee thus s~para,ted. - :tn all instances 
where the _C!_9-IP!!!t~u~ion:.reimbur-s.e.a., .f.o_r. ___ §.~~ration pay to em~· 
plij_~~~-.. "iiot_ en&§.e<eci. cm··.its ~~k. at_ t~e-::OT.separat:t6li;-E~­
ments must be approved by the CoifuiilssJ.on. -

.b. Non-Exempt Salaried. Employees .:_ Two (2) weel{s'·. pay. Q.n.d as much 
notice as possible~ . Ari additional one week's pay ma:y be . 
granted. to emplQY .. e.@_j_i_aviilg five ( 5) . or. _more years . of con- . 
tinuous service-. · · ~-,-_·-----------·-~--~----·-··-··_--·: ..... ··-··-- :-

~---·----····- -· 

Separation pay to eligible employees whose total Company ser­
vice has be~n- divided between the Contractor' s commercial· 
activities and work under this Contract shall be prorate·d 
according to length of service on Contract work and the Com­
pany's commercial activities. 

c. Exempt Salaried. Employees :... Four (4) weeks pay or unti~ t_Qe 

·(~)~~~?a s.~~ri~~~{i~~-.~~~~~~x~~ia:arti~{:!~o~~-{t)Pw!~kf!~ 
pay for-·:eacli"'"ye"ar ~ or. pOrtion ther-eof, of continuous service 
in excess· of 5 years service or until the employee se-cures 

Re-vised October i, 1963 .. 
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Contract No. AT(3v-l)-1293 with 
Sylvania Electric Products Irtc.,· 
Sylcor Division 
Appendix "A" · 

new employment except that in no instance shall the employee · 
receive more. than 15 we~ks sep,a.rat,ion pay.· Separation pay to 

. eligible employees whose total Compariy service has been · 
.. divided between the Contractor's commercial activities and 

work linder this Contr{lct shall be. prorated according to length 
of service on Contract work .and the Compa,.ny' s commercial / 
activities. . . 

2. Severance Pay.- Hicksville Site Closing 

Reiinbursemen,t will be made to the Company :for severance payril.ents. 
·ozlly in the event that the Hicksville site· is closed because of 
termination or eJ(piration o:t~thU ...cootract. severance paym(mts .. 
~de .-t:c;· em:Ploy~e·a·"whos-eTo:tal service has been divided between· 
the Contractor's comniercial work and work under. this. Contract 
shall be prorated·accordirig to .the length of service on Contract . 
work and commercial work. 1Employees .who.-se emplo.yment_ i,, termi.nated 
because of the closing of 'the HicksVJ.lle. site ma:y rec.el" severance 
pay in accordance with the _sections of Sylvania 'Elec.tri. Products I 
XPc., Policy ~nd Standard Pr.a;cti·ce entitled "Reassignment or .. · 
·separation of "Employees when a Plant or other· :F~ci~l1ty Ts :Being. 
PermanentTy=--ciosed:"'·:a:ii'd·-r'separa:t:rojl-·P()I:i;·c:v~:pran 'A' :Employee~" rur­
t:herTderitit:{~d. -~§: No. 313. (Suppl,e.m~Ptf3 2 and 4) issued .October 1; 
1963 .-- . " - .... -

IV. EMPLOYEE BENEFITS 

A. Educationai Benefits 

When: an employee is assigned to· an educatio~l course as part of .his. 
. w0rk ·under this ·Contract~ the Cotitractor· may pay the cost· of the 
. course, including books ~~d re_quired travel expenses. -

Empioyees who elect to take ed~cationai courses may be reimbUrsed by 
the Contractor as ·outlined ·below •. 

1. The employee must_ obtain-approval of the Plant Manager prior to 
enrolling in the course. 

2 ~- Upon completion of the · coUrse a.nd before reimbursement for any 
part o"f the cours~ cost is mad~, the empl,oyee shall provide ac..,. 
ceptable evidence of successful completion and apprOpriate pro­
perly receipted bills~ 

3. If the course is directly related to the performance o£ COnt~act . · 
work, 100% tuition will be refunded -q.pon satisfactory completion 
of the course. . 

Revised October 1~ i963-
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Contract No. AT(30-l)-1293 with 
Sylvania Electric Products Inc.,. 
Sylcor Division 
Appendix "A" 

4~ If the course is not directly related to the employee's present 
work·but is. related to the employee's. development for higher level 
work in which there is a reasonable probability that he may be en­
gaged under. the·· Contract, 50% of the tuition may .be refunded upon 
satisfactory completion of t~e col.irse. · · 

5. If the course is riot. directly related to Contract work but part of 
the. requiremEm,t for a degree. in a .field directly related to the . 
Contract work. in which the ~ployee is· eiigaged, 50% ,of the tuition 

. may be refunded upon satisfactory . completion of the course. 

In addition.to tha" benefits outlined above, up to six })ours tilne off 
per week with pay may be granted to ·employees who take approved grad-­
uate-level cours~s relatedto this Contract. 

Group.In5urance 

The Contractor maintains group insurance program·for all el,ible and 
retired employees including: 1) life insurance, 2) accidental death 

·and· dismemberment insurance·, J) -insurance :for company travel, 4) hos~ 
pital~surgicai-medi"cal insurance, 5) Iiiajor medical insilrance_, and 6)­
non-occupational disability insurance, the . details ·of -which 'ire <in· 
file· and approved by the .G()mmission. The Contractor's · contribution 
to the· cost of the program fs reimbursable cin a pro rata share basie. 
as appr.oved by the Collllilission.. A proper share of dividends, premiUm. 
refunds, ·and other· c:red:i,ts ac.cru:ed to ·the approved group }_rtsurance · 
program will be credited ·to. the cost <:if Cont ra.Cf work. The following 
group· insurance. -programs are provided by the. Contractor. · · 

- - . . . - - . 

1. , Life· .lnsuranc.e. is proVided f<>r all regular employees at no cost 
to the. employee- after one· month . of· Company service. The amount 
Qf insurance is det~rm:iried by the employee's base· rate· of pay. 
The face value-of the life insurance per· eligible employee will be 
a ·minimum of $3,000 ·and a maximum of $225,000. InsUrance coverage 

. :may be . extended up to .orie year dilring. a . period. an employee is 
totaily disabled. · · 

2 •. Accidental Death and Dismemberment.Insurance is-provided for all 
regular employe_e s. at no cost to· the employee after one month of · 
Company service. . The:· amount of insurance_ is ·determined by the 
employee's base rate of pay, with a minimUm of· $3,000 and .a maxi­
nium ·of $20,000 for any one accident-•. ID.surahce coverage may ~e 
eXtended up to- one year during the . period an employee is totally 
disabled. · 

3. Insurance for Company Travel is provided at no cost to the employee 
to cover death while an employee is traveling on, and as a result 
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of,. Company business. The amount' of death insurance will be two 
times the employee's base annual salary, subject to a minimum of 
$25,000_ and·a ~um of $150,000. · 

4.. Hospital-Surgical-Medical Insurance is provided for regular em­
ployees at no cost to the employee after one month of Company ser­
vice.. The ins"Q.rance covers ·the employee and his dependents. 
Insurance· coverage may be. extended up to one year during a period 

.an employee is totally disabled. . 

' 
5. Major Medical Irisurance is provided for all regular employees at 

6. 
/ 

no cost to the employee after one month of Company service. Major 
Medical nisurance is in addition to the basic Hospital-Surgical­
}fedical. Insurance. Ins·urance coverage may be extended up to one 
y-ear during a period an employee is totally disabled. 

Non-Occupational Disabi~ity. InsUl:'~nce is pron.· ded to alj~ .. emplo1ee.s 
at no. cost.· to the employee · l.IDlnediately upon employment · -. the . . 
employee was· a covered employee working. for a bovered e· player 
within the pre:ceding six months or af.ter 28 calendar days of em­
ployment. Benefits- urider this plan begin eight (8) days after a 
non.,.occupationai_ illness or injur;f. Payments ·under this policy 
are. )n~de in lieu o.f salary or wages in an amount equal to one-hal:( 

·of tbe· normal weekly pay, but not ·to exceed $65 per. week. Benefits 
. under this policy for any one accident or illness may not be ~id 
for more than 26 weeks. 

c. Pension _Plan 

A l}ori-:-contributory :Pension ·plan is provided a.J!l employees of the .. 
Gontract<?r, the details ../of·which are filed with and approy-ed by the 
Commission. 

D. SaVings and Securit:;r Plan 

· Regul~r employees with one year of continuous service may participate 
in a voluntary S~vings and Security-Plan as·filed and approved by the 
Commission. Under the Plan participating employe~s contribute 3.% of 
their earnings by payroll deductions ana the Contractor contributes 
6.% of 1ts net profits .before Federal tax based on income for each year 
but not to exceed an . amount . equal to the. ·total amount contributed by . 
the nielhbers and riot . withdrawn during the year. . . 

V. TRAVEL, TRANSPORTATION, SUBSISTENCE, . AND MOVING EXPENSES . 

A. Travel, Transportation and Subsistence 

Travel incurred by employees, consultants and prospective employees 

Revised October 1, 1963 
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in connection with the performance of contract work may· be reimbursed 
a~ ·follows: 

L The actual cost of transportation by conimon carrier, or $;08 per 
mile plus highway, bridge, ferry and tunnel tolls when.travel by 
vehicle is authorized. 

. . 
. 2. The reasonable actual.cost of lodging in accordance with prevail-

ing localityrates.plus an allowance not in excess of $7.50 per 
day .for subsistence~· . ~-. 

3· The actual cost of necessary telephone calls' telegrams,· and in..:. 
cidential transportation and personal expenses. 

B. Moving ·and Relocation Ejcpenses 

Key ·s~i. entifi.c, .technical and profess~onal empl~ye.es .movingjf .• nd re­
.location expenses. to plat;!ts operated 1n conne.ct;1..0p vn_th ·the-fperform-
''ance of contract work may be reimbursed· as follows: . · ·. ' . ·. . · · 

l. ·rransj)ortation e.xperises for an employee· and dependents as in A. 1. 
·.·above. 

2. The reasonable· actual cost of lodging phis a subsistence allow­
ance not in exce:ss of $7•50 .per employee.; $6.00 for each de·pen<l~mt 
over 12 years· of age and $4.00 for ·each depencj.erit 12 years ·of· a,ge 
and ·under while enroute ·from place ·of '·permanent residence to· 
transferred location. · · 

3. A liviilg .exp(mse allowance not to exceed. $9.00 per ·day for thirty 
(30) days to cover. additional lf. virig. expenses of an .employee where 
family remains at 'principal place cif perinanemt . residenc~ .at tilne 

·Of transfer• In addition, the incurred cost of two (2) round · 
trips from place of work to principal place of permanent. resid~nce 
duririg this period,. . · 

4· Reasonable travel exPenses incurred by an employee's wife ·in making 
visits not in excess of two round trips to new location prior to 
transfer of residence with such expenses reimburs.ed in accordance 
with A.l., 2., and 3. above; or, ·if traveling with husband, in 
accordance with B.l., and 2. ·above·. 

5. Reasonable brokerage fees not to exce.ed 5% of sale price plus legal 
and other necessary closing fees in'corinection With'th~ sale of 

. · principal place ·of permanent resid~mce a:t the old location;· or, a 
reasonable cancellation fee not to exceed the equivalent .of three 
(3) months' rental .in connection with the breaking of a lea,.se on a 
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Appendix "it" 

6. Legal fees and other unavoidable ~xpenses not. to exceed 3% of 
the purchase price in connection with the purchase of a residence 
at the new location • 

. . 

7. The cost of real estate taxes, fire insurance, and interest on 
·the mortgage on the old house not in excess of tb.e equivalent of . 
orie month's payment whe!l it. is necessaryfor an employee to take 
title to a house in· .the new location without coinp],eting the sale 
and transfer of title to his house at the old location. 

8. The reasonable cost'of transportation of household goods and 
effects including packing, crating·, insurance, unpacking; dis­
connecting and .conne'cting equipment .and' for temporary. storage of 
holise ·hold goods. and effects not in exce-ss of thirty (30) days. . . . . 

9 •. Incidental relo.catio~ expenses not to exceed '50% of onejf(l) 
month 1 s base salary)' for an . employ-ee who owns; and trans£1frs .· hous.e-
hcild goods to the new-location. · · · 

10. When at the Contractor's request an EJcempt Plan A ·employee is. . 
transferred from another Sylvania location to th~ Hicksville site, 
reimbursement consistent _with Sylvapia commercial practice as de­
fined in its Policy and-Stangard Practice Manual ·dated Febrtiary 
15, 1963, may be made for a loss ~sustained by the employee in· the 
sale of his residence. It is understood that thiS. Poiicy Sh(!.ll 
be applied. uniforn\iy to all compaey .Plan:· A employees and that re­
imbursement for such a: loss is limited to its occurrence u;Pon the 
transfer of an employee to the· Hicksville; site to perform work-on 
Contr~ct AT(J0-1}-1293 and not applicable. to .its oc~ti.rrenc~ upon.· 
the transfer of an employee· performing. work on Contract AT(30-l);... 
1293 from the Hi'cksv:i:lle site to another location •. Reimbursement 
of any. loss in excess of $500 ~hall be subject t-o the 'commission's. 
prior approval. . · . . 

c~· Ne:w Hires- Key Scientific, Technical and Professional Employees 

Travel and moving expenses incurred by· new hires in connection with 
Contract work may be·reimbursed as follows: 

l. Transpo~tation and ·moving. expenses for an employee and de.pende;nts . 
as iri V .A.l., B.2. t and B~8. 

2 •' Reasonable cost of . room and board for two weeks and reasonable 
travel expenses incUrred by an employee or his wife in makiug, 
visits not to exceed two round trips between new location and for­
mer residence if the new employee relocates before moving his ·· · 

Revised October 1, 1963 
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Contract No. AT(Jt..-j_)-1293 with. -· 
Slyvania Electric Products Inc.,. 
Sylcor Division 
Appendix "A" 

VI. MISCELLANEOUS EXPENSES AND ALLCWANCES 

A. Pre-Employment Physical Examination 

Reimbursements may· be made for the expense of pre-employment physical 
exB.minations performed by a·non-eompany physician, when_ such .exa,.miria.­
tions are necessary for the placement of an individual on Contract 
work. ·Such reimbursements will not. exceed $35 for any one individu~l. .. 

B. ·In-Plant Training·courses 

The reasonable costs of in-plant training courses deemed essential· 
and of benefit to the perf9rmance of Contract work are approved as· 
allowable contract costs. . 

Olltslde Training and Mee~ings _11. 
\ , 

When it is in the interest of the Contract for an employee to partici~ 
pate in outside· training at the ·request of the Contract·or or att:end 
s·cieritific, technical, 0~ professional meetings, the cost of· such 
training Qr attendance is an allowable cost under the· Cbntract.. Par;...' 
ticipation in outsid~ training ()r attepqance at meetings for· a. pe:ri-oc:i 
of five (5) world.ng days or more and all .foreign trav.el incurr~d in · 
.connection thereWith; will·_require the prior approval of the Coniiiiis­
sion~ 

D. Licenses,. Professional Society -Memberships, and Magazine Subscriptions · 
. . - . 

1. When professlonal.J,.icenses a.re. considered ess~ntial to th~ j)er-
·rormance of Contract work or where an employee-is the official . 
representative of·· the Contractor or attends meetings of engineer...:· 
ing, management or professional soCieties. as ·part of his· work, · 
reimbursement may be made for the actual costs of such licenses, 
dues or memberships, and magazine subsc_riptions. ·. 

2~ Where employee subscriptions· to technical magazines, pr0fessional 
licenses, or memberships in scienti:{'i.c, engineering. or pro:fes-

. sional societif!S are· considere·d of benefit to. the performance_ of 
Contract, work, reimbUrsements may be made up· to one-half the costs 
of such subscriptions~ licenses or memberships~;·_ 

E. Publi,cation Awards 

Eniployees may receive token awards not to exceed·$50for publicatiotis 
of technical papers" in technical journals which are of interest ~0 the 

. Contract and for which no compensation has been recei \red from the 

Revised October l, i9"63. 
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Contract No. AT(JCJ-1)..:.1293 with 
Sylvania Electric Products Inc~, 
Sylcor Division ' 
Appendix "A" 

F~ Employee ·social and Recreational Activities 

Costs incurred as Contractor. contributions to employee social and 
recreational activi~ies·may be made in an ~ount not exceeding the. 
eqUivalent of 9 c~nts per week per employee. 

G. Supper Money 

·Reasonable supper money allowances· ma:y. bt! paid to exempt employees.when' 
they a:re not receiVing overtime pay and, ·work 2! hours or more past the · 
end of t}:leir standard shift. Non..;.exempt ~alari,ed and hourly employees, 
who receiv~·overtime wages, will not receive supper money. · 

H. Employment Agency Fees 

When employment agency ser-vices are required to se.cure pro~ly quali­
fied personnel_ for the performance of Contract :work, agenc1f_fees for · 
such services may be ·reimbursed ·in an amount not exceeding 10% of an· 

... ,..' employee,· s base annual wage or 13alary. . . 

I. Printed Material 

A pro rata share of the cost of printed material which is distribut~d 
to employees for training, inforniatia·n and indoctrination under the· 
Cont.ract is reimpursable • 

J. Clothing Loss 

.. Damage· to· or- lciss .of ·.employee clothing and personal property as the 
resUlt of the performance of c·orlract work and .riot attributable to the 
employee 1 s carelessness or negligence ·will be reimbursed. . The amount 
of reimblirsemept ··will be based. on replacement cost ininu.s a fair de-

. preciation estimate. 

K. Pe~sbnal :Protective Equi~nt 

The Contractor will be reimbursed for the cost of providing employees 
With required personal-protective equipment or clothing in accordan~e 
with the Contractor's established policies-arid practi-ces. · · · 

L. Patent Awards- .. 

The Contractor ma:y be cost reimbursed in amolints riot .to exceed $100_. 
per employee under the Contractor's Patent· Award Program for patents.· 
granted and· assigned to the Commission. Where the invention or dis-

~vised October l, 1963 

-.16-

/ 



__ .:.: ... ::.:c_~ ... : ... ~-.:.-~; ... .: ... 

Contract No. AT(3v-l)-l293 With 
Sy~vania Electric Products Inc., 
Syl,cor Division 
Append.ix: uA" 

dovery is of particular importance or value to the Comniission, ad­
dition~! awards· may be granted with prior written Connnission approval. _ 

M.. Suggestion Awards 

The Contractor may be reimbursed on a pro rata share basis for the _ 
_ reasonable cost of a Suggestion Awards Program. Hourly and non-exempt 
salaried ·empioyees oh jobs .which require .working out improvements,_ 
developments, or ~ew ideas shaU be el;tgible for awards· for ~:mly those 
S'!lggestions which.apply outside_ the scope of-their own responsibility:, 
duti~a; or assignments.. Exe-mpt employees shall not be eligible for · 
-suggestion awards •. The min:ilnum awa):'d is $7.50. The maximuin award is 
$25,000~ Reimb'ursemerit of any award :i;n excess of $250 for any one 
employee or $500 for ariy employee group shall be subject to the_ ap­
proval_ of _the . Cominission. · The Contractor will provide the C01mnission 

_with $UCh.data as may from time to time be required for appraisal and-
substantiation of costs incurred under the program. ' 

-1 0. Family_ Day 

The Contractor may be reimblirsed.on a pro-rata share basis :forthe 
reasonable cos.t . of holding an annual . "Family Day - Open House il pro­
gram. Reimbursement shall be subject to prior approval· of .the Com-
mission •. 

P. Cooperati-ve ·student .~vork Program 

· When it is in the interest of the contract to afford engineering or 
scientific students employment ttilder a c·ooperative arrangement with 
an accredited college or ·university that has a bona fide and e·stab~ 
l:i,shed cooperative student work program in accredited, engineeri~ .. 
and/or ·s.cientific disciplines, reimbursement. may be made for expenses . 

· as follows: · · · · · 

1. · Travel and Related Expenses for the Student's Initial Interview 

a. The actual cost of transp6rtati6n between the schoo;t- a~d the 
contractor plant site by common :carrier, ·or $.08 per mile 
plus highway, bridge, ferry and tunnel tolls when travel by 
private passenger vehicle is use~. 

b. The· reasonabie actual cost. of lodging plus an allowa~ce not· 
".in excess of $7. 5o per day for subsistence. 

_c. The actual cost of necessary telephone calls, telegrams~ and 
incidental transportation expenses. 

Revised October l, 1963 
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Sylvania Electric Products Inc., 
Sylcor Division · 
Appendix 11A" 

2. Travel and Relocation Expenses 

3-

a.·· Travel as described in A~l., above between the school and the 
.contractor's plant· site· for each 6 months term of work where 
the student ord.i:narily lives {except when in school). more than 
50 lili.les from the contractor's plant site. 

b. The reasonaple actual cost of lodging plus a subsistence 
allowance not in excess of $7.50 per day while in travel 
status~ 

e. In order to allow· the student time to ·find ·housing, the rea­
sonable actual cost o:( lodging not to exceed $7.50 per day for 
a period up to one week (7 days) on the initial work term and 
up t'o 3 days on subsequent work terms and approved by the. con­
tractor on an individual basis. 

Salaries· I 
Students working under a cooperative program and performing work · 
on the contract Will be paid according to. the following scale: 

Work Term* 

Co,-.op.Student 1 (i 
(2 

.. 
Co..;..op Student 2 (}. 

(-4 

Co-op student 3 (5. 
(6 

Co-op Student 4· (7 
(8 

i:- Each term represents 3 months 

Weekly Salary 

$78.00 
82.00 

90.00 
.94·00 

102.00 
106.00 

11.4.00 
11.4.00 

4· ··Continuity 'of Service 

The student's return to school work at the end of each work term 
will, for the purpose of. calculat:!-rig com:r)any berie.fits, bb regarded 
as a resignation and service will not accumulate from one term to 
another unless and until the student ceases to work under· the eo~ 
operative program .. and :becomes a full time regular emp)..oyee. At 
such time as the student becomes a full time regular employee all 
company- benefit.s will be applicable to the student and credit Will 

Revised October 1, 1963 
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Contract No. AT(J0-..._)-1293 with 
Sylvania Electric Products inc~, 
.SylcorDivisioh 
ApPendix "A" . 

b~ given for the full time he worked ·under the cooPerative 
program. 

5. Other· Be~efits 

Cooperative students will not be eligible for all company 
benefits but may ·be treated the. same as· a regular employee 
under Appendix "A"· for ·the following~ . 

. Section II 

Section III . . D - l 
D..,.J· 

·D -.5· 

Section TV B. 

-19 -

Holidays.· 

court Dtiti · . 
neath ih Inimediate Family 
Required ·selective Service 
Examinations 

Group .Insurance 

"?-.-

Revised October· 1, · 1963 
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Contract No. AT~- ..~-1).:..1293 with· · 
Sylvania Electric Products liic. ,_ 
Sjrlcor·:· Division 
A pperidix "A" 

SCHEDULE I 

SA.IARIED »iPLOYEES · 

Job Classification 

ManufactUring Managev 

Engineering Mariager "B'' 

E;ngineeringSpecialist 
Plant Manager "C" 
Section Head 

Exempt 

Grade 

l3 J 

12J 

ll J 

Manufacturing Superintendent 10 J 
Supervisor of Product Engineering 
Advanced New Product Development Engineer-Sylcor 

Advci.nced Research (or Developnent) Engineer . 9 J 
~ngineer-in-Charge · · 
Supervisor of Quality Control "A"-
·senior Sales Engineer · 

Equipment Design Specialist 
General Foreman· · 
Project Engineer 

. Research -(or Deve·l9pil~tit)_ Engineer . 
Supervisor of Cost· Control . "A" · . 

Safety Engineer, Sylcor 
.Research Metallographer 
Senior Engineer "A'i· · _ 
·Supervisor, ·Production Control i'B" 
Supervisor, Quail ty Control itjBn 
Supervisor· of Personnel 11.8'1 · 

8 J 

7 ,J 

- 20 -

Monthly 
Salary Range 

$1150 ... $l905 

1035 - 1710 ' 

940 - 1555 . 

'

55 -. 
. . 

l4l0. 

690' ~. 1.145 '-. 

635 .i045. 

Revised December 30; 1963 
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Contract No. AT(3 _)-1293 with 
·Sylvania Electric Products Inc .• ; 
Sylcor Division 
Appendix 11A" 

SALARIED J!MPLOYEES 

·Job Classification 

Contract Administrator . 
· Eqtiipnent Designer~ Sr. 
Purchasing Agent 11 A_n 
Senior Engineer "E"> 
·Supervisor of Security and . 

Administrative Service 
Supervisor of Maintenance 11B't 
Toolroom·Foreman· 
Foreman Class ;I: 
Tool Coordinator 

Exempt 

Grade 

6 .J. 

Buyer 5 K 
Cost Analyst & Statistician 
Supervisor. of An Accountirig Department Section 

·Erigirieer . 
F'oremB.n, N1.1clear Products 
Industrial ·Engin·eer 

.· Acco'Uritant, S~ior 
Foreinan. II . . . . 
Personnel· Assistant 
Systans and. Procedures Analyst, Jr • 
. Equipnent Designer 

Cost Acco.untant 

4K 

3 K 

- 21-

Monthly 
Salary Range 

590 - $ 965 .· 

.fl 
~~ f.: 

550 - 890 

510 .:... . 81$ 

470 - 745. 

Revised December 30, 1963 
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·Contract No •. :,A'i ,..~0-l)-1293 with. 
SylvAnia Electric Produbts, me., 

. Sylcor Division · 
. Appendix "A11 

SCHEDULE I 

S.Al.ARIED EMPLOYEES 

Non-EXempt . 

. Job Classification 

~ster Craftsman · 
Technical Associate 

Designer-Draftsman 

Material-Requirements Analyst . 
Production or.Maintenance Supervisor :t 
Tec:tlnician, Senior. . · ' · · 
·Produ.ctio1t SchedUling Clerk· 
·Job Estimating Clerk · 
Accountability Supervisor 

Draftsman 
. · Accountant,. Junior . 

·Production or· Maintenance Supervisor II 
Safety Inspector. 

· Plant P;I'o.t.ection, Supervi~oi· 

EmploY:ment Interviewer & Counselor. 
Beyer, Junior 
Nurse; Serdor 
Technician · 
Sb)ck Clerk. 
Production Control Clerk 

Payroll Accountant· 
Purchasi.ng.Cleric 
Secretary, Senior 

Grade 

64 

63 

62 

6b 

59 

58 

Weekly· 
Salary Range 

$126 - $190 

118 - ' 
176 

109 - 166 
~ . 
t .·. 

97 .. - ·14~ 

91 - 1.38. 

. 86 -. 130 

Revised October l, 1963 
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Appendix "A" 

SALARJED EMPLOYEES 

Job Classification· 

Draftsman; Junior· 
Nurse 
Production Section Leader 

Production Control Clerk, Junior 
· Technician, JU:idor · · 

Secretary 
Accounting ·clerk,.Sen:for 
;Stock Clerk, · Junior · 
Statistical Clerk, Senior 

C:lerk; · Senior 
I. 

Accounting Clerk,-' JUnior 
Technical· or statistical Clerk 
Telephone Operator II 

Non~Exempt 

Grade 

57 

54 

52 

General Wage Increase- Effective September 2, 1963 

.:.. 23-

Weekly 
Salary Range 

.:,·· . 

$82 - $12:3 

77 ...,. 114 

I . . 

74 - 106 

71 _. 98 

71- 86 

Revised.October l, 196~ 
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Job Classification. 

Tool, Die· & Model Maker nA" 

Machinist If A 
Electrician Specialist 
Inspector "A" 
.Sheet Metal Specialist 

Mechanic;: ·"A" 
Welder "A" 
Sheet Metal-Worker "A" 
Ele,ctrician "A" 
Welder I 
Machinist I 

Machinist "B" 
Carpenter 

- :tnsp-ec:tor -"B'' 

Mechanic "B"-
·f>rocess & Equipment Checker 
Assembly & Furnace Brazing 
Holling Mill Operator -
Malter · · · 
Guard Sergeant 

Contract No. AT\ -1)-1~93 with 
Sylvania Electric Products Inc.; 
Sylcor. Div·ision 
Appendix "A" 

· SCHEDULE- II 

HOURLY EMPLOYEES 

Grade. 

· W.-.12 

LG-11 

LG'lb-

ill 9 

ill 8 

- Hourly· 
Salary Range 

$3.05- $3~66· 

2.88 ...,. 3-49 

2.41 - .. 2.92 

Fluoroscope Operator & X-Ray Inspector 
_Radiograph~st · 

General, Wage :I:ncrease - Effective Sept€miber 2, 1963 

Reviseq October 1, 1963 

"'· 



' I· 

: -- ---------·-----··-·· 

!· 
·~-... 

Job Classification 

Anned Guard 
Armed Conrier 
Storekeeper 
Machinist ."C" 
Inspector "C" 
Chemical Room Operator 

· Machining Opet-ator-GPP 
Sodium Loading Dry Box Operator 

· Briquetting Opera:tor · · · 
Heat Treatment Operator; 
.Hot Pressing Operator-VB 
We·lding · Operator~VB 
M.a:elil.ning Operator.:..VB 
Fluoroscope Operator 
Hot Press Operator 
Finishing Operator 
Maintain Chemical Solutions 

Materials. Stock·: Clerk 
Mechanic rfcn . 

Canning.,..H()t · Pref;s Operator 
Canning-As;:>_embler · · 
Di~· Processing Operator 
MaclliJiing· Operator-AEC 
Plating Machine-Operator 
Fabrication Operator 
Rack Maintenance Man 

Grotindskeeper 
Trainee, Production 

Maintenance Apprentice 

Cafeteria-Dishwasher, Porter 
Janitor-Porter 

·Contract No. AT; ~1)-1293 With 
Sylvatiia Electric Produc.ts Inc., • 

· Sylcor Division 
AppendiX "A"· 

SCHEDuLE ·II 

HOURLY EMPLOYEES 

Non:...Exempt 

Grade 

LG7 

LG. 6 

LG4 

ffi3 

;-( .. 1\t 

Hourly 
· Salar:y: Range 

I
. . 
. . 

' 

1.:81 - 2~13· 

General Wage Increase - Effective September 2; 1963 
Revised October 1; ··1963 
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Roland A. Anderson, Assistant General 
Counsel ror Patenta, Germantown 

October 2, 1963 

Randall 0. Krdley, Chief 
Savannah River Pntent Group 

CotiTRACT AT(30-l)-129J w~TH SYiVANIA ElECTRIC PROOOCTS, INC. 

CP :A.FV: em 

!he subject contract has been eY.tended from October 1, 
September JO, 19f#,_hy ;; T'tiX datc<i Saptember,...27, 196i~ 

. s .. .. 
Sylvania Electric Products,. Inc. has submitted a voucher request­
ing payment ot a tee retalner !or the fiscal year endinc June 30, 
19~ in the subject contract. 

•f-
It would be appreciated if you would furnish an interim patent 
clearance certiricate for the period ending June JO, l96)r. 

(..' 

ce: H. S. Potter, NYOO 

P.S. to Potter: Please advise if we may be of any assistance 
in thia matter. 

om«• ~~~ ___ _ ____ -j·-------------------~---------------- --- ---------- -----------'""~"'. ~ , __ ----------------------- -------------------------- -------------------------- ------- ------------------ --------------------. t, "::;> 

DATE... .L~-~-c2.-::. ..... ~---· ········-··········· ···········-····--·'·---· .......................... --·--·-·----- ·······--- - ·------------
Form AEC-318 (Rev.~~ 

USDOE 017225 
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tJNITED STATES GOVERNMENT 

Memorandum 
UNCLASSIFIED 

TO : J. s. Hopkins, Director 
· . Administr~ve D ·vision 

FRO~g , Director 
tf- Budget & Finance- Division 

DATE: NOV 21 1963 

SUBJECT: REVlEW OF SYLC0R PROPOSAL P-64-2 Uocument Nc>. SR- f'l<fl- ~t:J. 

FB:l£R:ac 

No.__l_ of 1.cop;..,,,_ Scoi.:;; ____tJ__ 
We have reviewed Sylcor 1 s Revised Proposal (P-64-2) for the 
period 10/1/63 to 9/30/64 and have the following comments, cost 
comparisons and contract finance information: 

Comments 

The revised proposal is based on a level of production which i~ 
below the amount of production which is required to achieve 
optLmum unit costs. However, we believe that the estimates 
included herein represent as reasonable an approximation as can 
be made in the period of declining production. An· amount has 
been included for DuPont tooling - an amount which may not be 
required; but we recommend including the amount in the contract 
in the ev,:ent tooling orders are placed. 

~.· 

After V-E production is completed in March of FY 1964, the key 
engineers who have devoted their time to Mark V-E product'-on will 
then direct their effort to development problems associated with 
lowering the unit cost and improving the stability of natural 
uranium elements. 

The amounts. included herein for operating costs are below the 
a~unts included. in the FY_l964 Budget for Sylcor. · 

We.recommend the proposal be accepted as submitted w~th th~ 
.reservation that the fee will be adjusted in the event the 
tooling=:does not -materialize • 

. . ] . 

Coat Estimates 

Direct Labor 
Direct Materials 
Overhead 
G & A 

Subtotal 

Actual 10/1/62 Estimates Estimates 
9/30/63 P-64-1 P-64-2 

(In Thousands of Dollars) 
$1,022 $ 773 $ 

919 720 
1,137 902 

732 
611 
873 
176 -:---"2.:.0:.1 182 

$3,279 $2,577 $2,392 

I
,... --C--R-8-c::'_]"'_i 

LYL;'.' :.t J - · • • .·oo­
t1,.i.: _-: · .•. ::,;•;G 

A.~O l.l(t:._~: c; ~ :LATIDH. 

UNCLASSIFII:D 

J~[BRET 
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•• 
J. s. Hopkins 

Fee. 
Purchased Equipment 

Total Costs 

Ratio Overhead to 
Direct Labor 

eEORET 
- 2- NOV 21 iSS2 

Actual 10/1/62 Estimates Estimates 
9/30/63 P-64-1 P-64-2 

(In Thousands of Dollars) 
$ 196 $ 155 $ 144 
-:--_..1._.7-:4'4 121 114 
$3.651 $2!853 $2.650 

111% 117% 

The increases in ratios were discussed with Sylcor. They con-
tended that certain overhead·items such as rent and division 
prorat~s cannot be reduced in direct proportion to direct labor. 
Therefore, although overhead in total decreases, the proportion 
to direct labor increases, There is no evidence to refute their 
contention, So, we accept as reasonable, under the conditions,· 
their overhead estimates, 

The G & A estimate is also considered to be reasonable under 
existing conditions, 

G_oa::li !.2~ :f:t:Qgtam 

M9.rk vrr.:::A 
-~.' 

$ 440 
M9.rk V-B 2,145 
M9.rk-V-E 262 
Thorium 121 
Development 303 
Tooling ·29 
Fabricated Equipment 177 
Purchased Equipment 

Total 

- ftt!dUQ::Iiit!n L!.2a. 

Mark vrr..:.J{ 
l 

Mlrk V-B 
M9.rk V-E 

!lnU CoatLLJ.2, 

Mlrk VII-:-A 
M9.rk V-B 
Mark V-E 

lH 
$3.651 

440,000 
1,181,000 

35,000 

$ 1.00 

s~w:-;.aET ESti 

1.82 
7.60 

$ $ 
1,531 1,278 

828 - '786 
12 12 

182 230 
49 

179 181 
l2J. J.l.4 

.. $§.853 $2.650 

1,488,000 1,030,000 
292,000 292,000 

$ - $ -
1.03 1,24 
2,83 2.70 

USDOE 017838 
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J. s. Hopkins - 3 - NOV 2 :;. ~~'-:_' 

We were concerned with the high unit cost of Mark V-E and 
discussed the matter with Sylcor. Sylcor contended that the 
quantities to be canned were pilot quantities, and since the 
dimensions of the V-E are such that they cannot be handled in 
the current press, .the canning is to be done in the research 
facilities essentially 11 by hand" and that these are the best 
estimates they can make. Based on pilot quantities of new 
elements canned in past periods, the estimates are; therefore, 
not considered unreasonable. 

The Mark V-B estimate increases from the initial FY 1964 
estimate because of decreases in production. 

The estimate for development is about $30,000 more than included 
in the FY 1964 Budget but the increase can be absorbed by under­
runs by other contractors in the 02 development program, 

Co~t and Fee by Program 

Mark V-B 
. Mark V-E 
Thorium 
Toolill{; .;. 
Development 
Fabricated Equipment 
Purchased Equipment 

Total 

Cost 
$1,196,280 

741,930 
11,200 
46,110 

215,820 
181,240 
ll4.200 

!2.506.780 

P-64-2 
Fee Total 

$ 82,65W $1,278,93o 
44,515 

670 
2,766 

12,84J.Q/ 
~ 

$143.442 

786,445 
ll,870 
48,876 

228,661 
181,240 
ll4.200 

$2.650.222 

.sf Includes fee on Fabricated Equipment of $10,874. 

sJ Fee adjusted by -$108 which represe.nted estimated cost 
of $1,800 work on Zr cladding for which the fee· was 
paid in M:>dification 34. 

Fee BaS§ 
I. 

Direct Ia bor 
Direct Materials 
Overhead 
G&A 

Subtotal 
Zr Cladding (M:>d. 34) 
Fee Base 

Fee @ 6% 

8(@fl['f 

$ 732,060 
611,480 
873,150 
175.890 

$2,392,580 
(1,800) 

$2.390.780 
$ 143,447 Rounded to $143,442 

USDOE 017839 
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J. S. Hopkins - 4- NOV 21 1963 

Conclua i.on 

We recommend that the proposal be accepted as submitted with the 
provision that the fee will be adjusted if the tooling does not 
materialize. 

Contract Finance Inrormation 

Contract Coyer Sheet (Modification 35) 

RecaPitulation of Estimated Costs and Commission Obligation 

Summary of Estimated 
Costs and Fixed Fee 

Mod. 34 
Increase 

(Decrease) 1-bd. 35 

Operatine Cost1/ $26,523,671 $2,179,980 $28,703,651 

Plant arid Equipment 
(Be~1onioe Ju1y 1. 
1963) 123,932 249,looEi 373,03zg/ 
--~;-

.... i· 

Fixed Fee (Operations) 1.488.615 143.442 1.632.057 

Total Estimated Costs 
and Fixed Fee $28.136.218·· $2.572.522 $30.708.740 

Commission Obligation (as of N~vember l, 19G3) $29.026.218 

J/ Includes Plant and Equipment prior to 7/1/63. 

2/ Includes $35,000 for first quarter FY 1965 authorizations 
not to be obligated in FY 1964. 

Contract.' Articles (Financial) 

1. Paragraph 1., Estimate pf Cost and Fixed Fee, of Article N -
Estimates of Costs, Obli£ation of Fw!ds. and Fixed Fee, is 
revised to read as follows: 

USDOE 017640 
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&EHRET• 
J. S. Hopkins - 5- NOV 21 .1963 

(1) Estimate of Cost and Fixed Fee - The presently 
estimated cost of the work under this Contract is 
$29.076.683, exclusive of the Contractor's fixed 
fee. The Contractpr 1 s fixed fee as set forth in 
Paragraph 2., Article V of the Contract, is 
$1.632.057. The estimated cost of the work, as 
described in Paragraph 1. of the Article entitled 
Scope of Work, for the period October 1, 1963, to 
September 30, 1964, is $2.506.780, exclusive of 
the Contractor's fixed fee of $143.442. 

2. Change first sentence in Paragraph 2., Obligation of Funds, 
of Article IV - Estimates of Cost, Obligation of Funds and 
Fixed Fee to read: 

The amount presently obligated by the Government with 
respect to this Contract is $29.026.218. 

3. The following new subparagraph (e) is added to Pa~agraph 2., 
Fixed Fee of Article V - Allowable Cost and Fixed Fee: 

(e) The fixed fee applicable to the work performed during 
the period October 1, 1963 to September 30, 1964 is 

·.- ·.- $1.43.412. -

4. The following new subparagraph (e) is added to Paragraph 2., 
Payment of Fixed Fee, of Article VI - Payments: 

/ 

/ 

/ 

{e) For the period October 1, 1963 through September 30, 
1964, ninety pe·r cent ( 9a,t) of the fixed fee of $143. 442 
shall become due and payable in monthly installments of / -
$10.758. 

cc: J. J. Wise, Asst. Manager for Admin. 
N-. J. Donahue, ·T&P Division 
E.- W. Stark, Accounting Branch 
R;l A. Messick, Contract Fin. Branch 

usooE o17841 
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D. S. Zachry, Chief 
Oak Ridge Patent Group 

· Randall G. Erdley, Chie.f 
Savannah River Patent Group 

December 12, 1963 

CONTRACT NO. AT-(30-l)-1293 -- SYLVANI•A ElECTRIC PRODUCTS, INC. 

CP:AFolm.ls 

In response to your memo of December 4, 1963, enclosed is a copy 
of the latest interL~ patent clearance certi.ficate for the sub­
ject contract which covers the last fiscal year period ending 
June )O, 196). 

SROO Contracts Branch has informed us that this contract has 
been extended to September 30, l96b. Since in the past, the 
patent investigation has been conducted by the New York Patent 
Group and interim certificates haTe been iasued regul.arl7 on 
a fiscal year basis, we do not e.xpect another interim clearance 
until after June 30, 196b. 

If we may be of further assistance, please let us know. 

Enclosure: 
Copy: Ipterim Patent Clearance Certification 

; . 

'"::: I~~~ I_ "" ::.= :: : nnn :n:: ::J:::~:::::·: :::::__ """ :::"""• ::·• -~·······t--·~~:=::~ • 
-----=D.:.:..AT£:.::. ... <i!iJ_i:~----------------------- ·------------------------- ------------------------ ·-------------------------'----------------
FOrm. A.EC-318 (Rev. U-53) u. s. c.ovu,.•uT •• ,,.,,,.G oHICII 1~01-1 
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• ornoHAL rou& NO SEGREf ~ JOio-104 

UNITED STATES GOVERNMENT 

Memorandum UNCLASSIFIED 
TO : J. s. Hopkins, Director DATE: JAN 7 1964; 

A~inistrative Divi on 
0 ?A ?k-..~•.r.LA..---

FROM : A. y/·¥orga., Director 
Budget & Finance Division 

Document No. SR-H- /Ot!J¥ 
SUBJECT: sYLCOR PROPOSAL P-64-2 

FB:MER:ac 
Thia document consi5ts of . .::1.._ pagea, 

No.L of Leo pie~. Series ..../l_ 

Please refer to my memorandum of November 21, 1963, As a 
result of revisions in the Du Pont tooling estimates as 
discussed by Wise, Coker, Thorne, and Donahue, the following 
are the revised estimates to be used in Modification 35 to 
the Sylcor Contract. 

Direct Labor 
Direct Materials 
Overhead 
G & A 
Adjustments 

Subtotal (Fee Base) 
Fee @ ~%· (Rounded) 
Purchased Equipment 
Add Back Adj. 

Total 

P-64-.2 
Original 

$ 732,060 
611,480 
873,150 
175,890 

(1.800) 
$2,390,780 

143,442 
114,200 

1.800 
$2.650.222 

Reyised 
$ 722,999 

598,966 
861,724 
172,781 

(1.800) 
$2,354,670 

141,276 
114,200 

1.800 
$2.611.946 

Chawe 
$ (9,061) 

(12,514) 
(11,426) 

(3,109) 
-o-

$(36,110) 
(2,166) 

-o-
-0-

·$(38.276) 

The net effect of the above change is a reduction in the tooling 
estimate of $38,276 including. a fee reduction of $2,166, The 
revis~d tooling estimate is $10,600 including a fee of $600. 

T_he cost ·and fee by" program ~hould be revised as follows.:. 

.llmn 1&l22.t 
Mark V-13 $317-,190 
Mark·v-E 254,280 
Thorium 4,700 
Tooling 2,509 
Development 81,230 
Fab. Equip. 63,090 
Pur. Equip. ..,..--;;:;.:-o-~ 

Total $722.999 

Materials 
$389,200 
i57,60o 

1,000 
3,466 
8,700 

39,000 
-o-

$598.966 

Overhead 
$390,440 

277,800 
4,730 
3,164 

106,440 
79,150 

-0-
$861.724 

G & A ~ Tota* 
$ 99,450 $ 82,650§! $1,~78,930 

52,250 "44,515 786,4_45 
770 670 11,870 
861 600 10,600 

19,450 12,84ibl 228,661 
-0- ~ 181,240 

___ -...:,0'--- -0- 114. 200 
$172.781 $141.276 $2.611.946 

~ Includes fee of $10,874 for Fabricated Equipment. 

UNCLASSIFIED REOTRIOTEB B:':T.t 

Gf~ilf?& ... .. . . ~. ! 

USDOE 017833 
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--~ SEBRET 
J. s. Hopkins - 2- JAN 7 1964 

l( Fee adjusted by $108, which represents estimated cost of 
$1,800 work on zirconium cladding for which fee was paid 
in MOdification 34. 

The contract finance information should be revised to read as 
follows: 

Contract Coyer Sheet (Nodification 35) 

Recapitu1ation.of Estimated Costs and Commission Obligations 

Summary of Estimated 
Costs and Fixed ~ 

Operating Cost 

Plant and Equipment 
Beginning July 1, 1963 

Fixed Fee 
(Operations) 

Total Costs & Fee 

Commission Obligation as 
of January 1, 1964 

Mbd. 34 

$26,523,671 

123,932 

1.4§8.615 

$28,136,218 

Increase 
{Decrease) 

$2,143,870 

249,10o!?l 

141.276 

$2,534,246 

~ Includes plant and equipment prior to 7/1/63, 

Mod. 35 

$28,66?,541 

373,032.1¥ 

1.629.891 

$30,670,464 

3~~.~~6.~1!;1 

l( Includes $35,000 for first quarter of FY 1965 authorization 
not to be obligated in FY 1964, 

Con-tract ·Article-s (~inancial) · · 

1. Par~graph 1., Estimate of Cost and Fixed Fee, of Article IV -
Estimates of Costs, Ob1igation of.FundS, and FiXed Fee, is 
revised to read as follows: · 

(1) Estimate of Cost and Fixed Fee - The presently estimated 
cost of the work under this Contract is $29,040,573, 
exclusive of the Contractor 1 s fixed fee. The Contractor•s 
fixed fee as set forth in Paragraph 2., Article V of the 
Contract, is $1,629,891. The estimated cost of the work, 
as described in Paragraph 1. of the Article entitled 
Scope of Work, for the period October 1, 1963, to 
September 30, 1964, is $2.470,670, exclusive of the 
Contractor 1 s fixed fee of $141,276. 

§fORF+ 
USDOE 017834 
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J. s. Hopkins - 3- JAN 7 l'.i$1 

2. Change first sentence in Paragraph 2., Obligation of Funds, 
of Article IV - Estimates of Cost, Obligation Of Funds and 
Fixed Fee to read: 

The amount presently obligated by the Government with 
respect to this Contract is $29.326.218. 

3. The following new subparagraph (e) is added to Paragraph 2., 
Fixed Fee of Article V - Allowable Cost and Fixed Fee: 

(e) The fixed fee applicable to the work performed during 
the period October 1, 1963 to September 30, 1964 is 
$141.276. 

4. The following new subparagraph (e) is added to Paragraph 2., 
Payment of Fixed Fee, of Article VI- Payments: 

(e) For the period October 1, 1963 through September 30, 
1964, ninety per cent (90%) of the fixed fee of 
$141.276 shall become due and payable in monthly 
installments of $10.595. 

cc: J. J. Wise, Asst. l~r. for Admin. 
N. J. Donahue, T&P Division 
E. W. Stark, Accounting Branch 
R. A. Messick, Contract Fin. Branch 

. l. 

SEORET 

USDOE 017835 
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Responsive Record 10 · 

SR-A-144 

APPENDIX. "B" TO MODIFICATION NO. 29 . 
CONTRACT NO. AT(30•1)-1293 
REVISED FEBRUARY 1·, 1964, UNDER 
MODIFICATION NO.. 36 

,The scope· of work to be performed by the Contractor during the period October 1, 1963 
through September 30, 1964, as ·set forth by Modification No. 35 is· revis~d to read· 
as follows: . 

1 • PRODUCTION 

A. MARK. V-B AND MARK_V..;E (Ipner-Fuel) 

B. 

The Contractor shall manufacture and furnish to the Commission Mark V~B and 
Mark V -E slugs at monthly tonnages as follows:· 

Oct6ber 1963 · 
November 1963. 

· December 1963 
January 1964 
February .. 1964 
March 1964 
April 1964 
May 1964 
June 1964 
July 1964 
August 1964 
September· 1964 

THORIUM 

Mark v~B. (Tons) 
Integral Rib · 

45 
47 
44 
41 
29 
19 
26 
24 
26 
12' 

.25 
25 

48 
20 
26 
28 
33. 
33 
31 3 =~ 
2.7 --: ! 
31 . ' 

11 ~:;.:...-.:-~-. ···-~·-~~-, ....... _ .... , 
25. r :.- C;~.S"'dP 1 

25 •l :2\ ':: ·:.·· ;·; 
' . -~~-· ___ ,_ ....... !" .. ""' ·f'·---

1. 
' > tb· 

Complete the canning and deliv~ry of 11,500 Mark vtr;.,T slugs for 
irradiation at the Savannah River Plant. 

2. Recover and reclad by December .23, 1963, approximately 500 Mark VII-T 
slu_gs to standard quality and dimensional specification except that the 
slug length is to he 6.400 + 0~070 inch. .· . .,.. 

I I • . PROGRAM OF.VELOPMF.NT 

A. ELEMENT DEVELOPMENT 

1. Long Slugs 

Develop a proces·s for canning Mark V-B a~d OF El~~e1lts ·· 
up to 16 11 in length by the hot pressure bonding process. Both impact· 
extrusions and tubing·will be inve-stigated for cladding. 



., 

··~--.,._ 

.. ...-. 
APPENDIX '*B1111 TO MODIFiCATION NO •. 29 
CONTRACT NO. AT (30~1) ~ 1293 
REVISED .FJ~,BRUARY~ 1 1 :· .. 1%4, UNDER·. 

· MODifiCATION NO. :-36: . 

This program shall include the establilhmant· of sta.ndards; sp¢cifica.tions. 
·and operating proc;:edures. and all necuaary reaea~ch, davelopment, canning 
and data accumulati-on-~ .. Aile; qualification· arid reactor test slugs :will 
be made. 

2. Added Rib 

Continue development of the· canning of Mark V-B IF eltttilents with added 
·ribs. Inv~·atigt;te the use of other types o'£ alulJiinum for the, rib and 
changes ir:i the :phylicat· it:ructure of' the rib. 

This program sha-ll tn~lude. the establishineht- of standards, specif-ications 
and operating procedures-and all necessary research, development, canning · 
and data accumulation. · Alaa, qualification and reacto_r teat siu~~ will ... 
be made. . · · . if . 

3. · Tube Claddi9Jf 

St.udy the effects of the· use of tubing· as cladding for Mark V-B and. V-E 
IF hot.pressure bonded slugs. 

4 . B.ecover:y of }!ark V ... 1 
Develop a recovery prograa· to r.eclaim reject Ma.rk V-E IF slugs and reuse 
the cores .. s·et up_ atat;idarda, · specificat.ions and operat~ng procedures, 
whereby reject· slug·s 111.8Y be dec lad and reprocesaed through the HPB·,process. 

B. TOOLING AND CLADDING MATEi.IALS 

1. Furnace Tooling 

Investigate potential improvements in quality an<!, economy attainable through 
·the replacement of Incoriel X by such metals as AF71 or Inconel for furnace 
tooling, such as ·lll&ndrels ~ dies and vacuum pots. Make items of promising_,. 
materials and test them i~ the. HPB process. . 

i. Cladding 

Investigate .potential advantage~;~ .of low alloys~{j_f aluminum as claddiO:g ·~ 
material. . Test the mo.st promising ~aterials; ~f~~ as aluminum with · ' 
additives of beryllium .or germanium, in the HP~process, for further· 
evaluation at SRP. ~;~ 

~~: 
- 2 -

'"";, ·-



I. 

I 

.. 

APf:!;NDIX ."B" TOMOJ)IFICATION NO. 29 -
C_ONTRACT NO. AT(3Q ... l)-1293 
ItEl/ISEP 'Fl!:aRUARY'. J_,- 1964 ,' UNDER 
_MODt-~CA.TION · NO. 36 

c. INDUCTION HEATING 

L. -Heat Pa:ttern Control. 

. Run .a· s.eries of exp~l':il\lents on HPB induction -furnac·es ·to determine actual 
~eat. patterns ~n4 "provid"e a consist:ent imp~9ved control .of the heat applied 
to the:slug. 

Inv~stigate the poss·i"Qle us.e of scamiitig equip~nt which will designate 
the temperature of. the: die as "it leaves the furnac_e, thereby offering 

·_ addi.tional improveme.rit of heat pat tern contrQL 

2. Cores with Anodic Etch. 

ln\r_es"tigate possible improvement· of HPB strength~;~_ by 1the use o/anodic 
et.cli.irig of cores. b~fore plating and the rapid heat-up ·cycle attainable 
with induction furriaG-es ." 

n-~ NONDESTRUCTIVE. TESTING 

1. · E\ltectlc Prevention. 

Investigate new metho'ds fo-r' the. d.etection of _Mark V-B and V-E slugs that 
have been -ovarheated during the pressing cycle, such as the·use of 
magnetiC; a1;1d hysteresis ~ffects and the chemical test which showed promise 
with _Mark VII-A". slugs. 

2 ~ .Nickel Plate- control 

Oo-nttmte· investigation of new types o.f nickel detection and measurement, 
such as the magnetic.probe; to provide a·closer control of the nickel plate 
<m cores. 

3. Uranium Metal Quality 

Refine and te.st ultrasonic equipment for potential use in the detection 
of. metal quality rejects before .plating. 

4. Alulii.:(.num Metal Quality 

Investigate methods of improving the detecti-On of metal quality rejects in 
aluminum· c !adding components before they are used:~ 

' . 

- 3 -
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III. _- DU ·PONT . TOOLING 

APPENDIX ~B'~ TO HODI:t!CATION NO. 
CONTRACT NO-.,: --AX(3·o-..:i):.-i293 
REV-ISED -FEBRUARY -1, 1964, 'UNDER 
MODIFICATION NO: 36 

The Contractor shall furnish all material_s, services· and supplies necessary 
- to perfoX,:. ~11 work authorized by 'the Commission in furtherance of the Du Pont 
Toaling Progra~. · -

I 

- 4 -
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U. S. ATOMICS ENERGY COMMISSION 
Savannah River Operations-Office 

Modification No. 35 
Supplemental ·Agreement to 
Contract AT(30-l)-l293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT TO: Amend scope of work and other provisions of the 
Contract. 

EFFECTIVE DATE October 1, 1963 

RECAPITULATION OF REVISED COSTS AND COMMISSION.OBLIGATION 

Summary·of Estimated 
Coats and Fixed Fee 

Operating Cost ll 

Plant and Equipment 
(Beginning July 1, 
1963). 

Fixed Fee (Operations)· 

Total Estimated Costs 
.and Fixed· Fee . 

Mqdi fication 
·No. 34 

$26,523,671 

123,932 

1.488,615 ~ 

.. $28,136,218 

Commission.Obligation (as of November 1, 1963) 

Increase 
(Decrease) 

Modification 
No. 35 

$2,143,870 $28,667,541 

249,10~/ 373,03211 

14·1,276 1,-629,891 

~2, 534; 246 ~ 30,610,464 

$29,326,218 

ll Includes Plant and Equipment prior to July 1, 1963. 

!/ Includes $35,000 for first quarter FY 1965 authori~ations not to be 
.obligated in FY 1964. 

. s [" r) ,-~­bhL 

VI: ten S<'.p3:·.J: ;:,-:J i;oc.' ':ndo~t."€5 h<!ndle 

Jhis docurr.enl as UNCLASS!F!ED 

1f[J; :\l.h. BATA 
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U. S. A.'IDMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification N.o. 35 
Supplemental Agreement to 
Contract AT(30~1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS. SUPPLEMENTAL AGREEMENT, entered into the 28th day of February , 19 64, 
effective October 1·, 1963, unless otherwise hereinafter specifically provide~ 
by and between the UNI'nD STATES OF AMERICA. (hereinafter referre·d 'to as the 
"Govermnent") as repre·sented by the UNITED STATES ATOMIC ENERGY COMMISSION (here­
inafter referred to as the "Commission") and SYLVANIA ELECTRIC PRODUCTS. INC. 
(hereinafter·referre~ ~o as the "Contractor"): 

WI~SSETH .THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(30-l)-1293 for the performance by the Contractor of 
certain work for the Commission; and 

WHEREAS, said Contract has heretofore been amended from time to time and the 
pa):'ti.ea desire to further amend said Contract to revise the scope of work· ilnd 

•to amend certain other provisions of the'Contract as hereinafter set forth; and 

WHEREAS, this Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, as amende~; 

NOW, THEREFORE, the parties hereto· do mutuaLly agree as follows: 

1. In Paragraph 1. ,. Term, of Article III - TERM, EXPIRATION AND TERMINATION, 
the· date "Sep.tel!l~O., 1963," is deleted and the date "September 30, 1964," 
is subatitute·d··tO:e.taio-r. 

: .... 

2. Paragraph 1.·, i~t~t.e":of Coat and Fixed Fee, of Art~cle IV - ESTIMATES .OF 
·COSTS i OBLIGATION OF lUNDS AND FIXED FEE, is revis~d to r_ead as follow !I: 

"l. Estimate of .Cost· and. Fixed F~e. The presently estimated· coat· of the 
work under tlih .Contract ia $29,040,573, exclusive of the Contractor's 
fixed fee. The Contractor's fixed fee as-set forth in p~ragraph 2., 
of Article V of the Contract is.$1,629,891. The estimated· cost of 
the work, as des·cribed in paragraph 1. of the Article entitled Scope 
of Work for the period October 1, 1963, to September 30, 1964, is 
$2,41"0,670,- exclusive of the Contractor's fixed fee of $141,2.76." 

3. In paragraph 2., O.bligation of Funda, of Article IV: - ESTIMATES OF COST 1 

OBLIGATION OF FUNDS, AND FlXED ·FEE~ the figure "$28, 145 ,046" is. deleted 
and the figure."$29,326,218" ie substituted therefor. 

CONFORMED COPY 
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Modification No. 35 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. The following new subparagraph (e) is added to paragraph 2., Fixed Fee, 
of Article V- AI,LOWABLE COST AND:FIXED FEE~ 

"(e) The fixed fee applicable to work- performed during the period 
October 1, 1963, to September 30, 1964, is $141,276." 

5. The following new subparagraph (e) is added to paragraph 2., Payment of 
Fixed Fee, of Ar_ticle VI .:. PAYMENTS: 

''(e) For the period October 1, 1~63, through September 30, 1964, ninety 
percent (90'7.) of the- fixed fee of $141, 276 shall become due and 
payable in monthly installments of $10,595}' 

6. Item (c) Consulting Services of paragraph 4., Items of Allowable Cost, of 
Article V - ALLOWABLE COST AND FIXED FEE, is revised to read as follows: 

"(c) Consulting Services (including legal and accounting) and related 
expenses, as approv~d by the Contracting Officer, except as ma·de 
unallowable by item (y) of paragraph 5. 11 

7. The following new subparagraph (y) _is added to paragraph 5., Items of 
Unallowable Cost, of Article V - ALLOWABLE COST AND FIXED FEE: 

.... 
"(y) Salaries or other comp·e~sation (and ·expenses related thereto) of any 

individual employed under'this Contract as a consultant or in another 
comparable employment- cap~city who is an employee of another ?rgani­
·zation and concurrently performing work on a full-time basis for that 
organi-zation ).tnder a cost-:type contract with- the Conanission, except 
t_o- the extent that cash payment therefor is required pur-suant to the 
provisions- of this Contract or procedures of the Commission applicable 

_-to the. borrowing of su_ch an individual from another cost-type 
con-tractor·." 

8, Appe~dix "A" Mod-ification No. 29, as amended,' is- further ainended as of 
OctQb_er_ -1', 196~_, and is. a.ttached hereto and made a part hereof; 

9. Appendix "B" Modification No. i9, as amended, is further amended as of 
October l, 1963, and is attached hereto and made a part hereof. 

10. Provision 7., CONTRACTOR '.S ORGANIZATION, of Appendix "E" General Provisions 
is revised to read as follows: 

"7. CONTRACTOR'S ORGANIZATION 

_(a) Organization Chart. As promptly as possible after the execution 
of this Contract, the Contractor shall furnish to the Contracting 
Officer a chart showing the names, duties, and organization of 

- 2 -
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Modification No. 35 
Supp~emental Agreement to 
Contract AT(30-l) -1293 
SYLVANIA ELECTI.IC PllODUCTS INC, 

key paraonnel to be employed in connection with the wor.k, and 
shall furnilh from time to t1- aupplementary information 

· reflecting changes therein. 

(b) Supervising R.epreaentative of Contractor. Un"te·u otherwise 
directed by the Contracting Officer, a competent full-time 

·resident supervising representative ·o·f the Cotitt'actor, satis­
factory to the Cont"racting Officer~ shall be in_ charge of the· 
work at the aita at all times. 

(c) Control of Employees. The Contractor shall be_ -~uponsible for 
maintaining aatil factory atandarda of employee competency, con­
duct and integrity ·and ahall be l'ilaponsible for taking such 
disciplinary action with reapect to his employeea !l• may be 
necessary. Tha Contractor a hall_ ut_ablish iuch; a_t'andards and 
procedure& as are necessary to implement effectively the 
proviliona iet forth in Atomic Energy Commission Procurement 
Regulation& 9·12.54 and auch standards and procedur•• shall be 
subject to the approval of the Contracting·Off.icer.t.· 

11. .The following new Gen~tr~l.Provision No .. 23 is added to Appendix "E" General 
Provisions of the Contr~ct: 

"23. 

..... 

Consultant or .O.tb.ar, .Comparable Employment Services of Contractor 
&mployees 

The Contractor ahall require all oploy~ea who are e~ployed full-time (an 
individual who performs work under the cost-type contract on a full-time 
basis) or part-tim~ (50-percent or. !!lOra· of r~gular annual compensation 
rec4!ived under teim,s of a contract. with· the Commission) on the Contract 
work to disclose to. the Cont.ractor all·consulta~t .or ot~er comp_arable· 
employment aervic•a which the employua-propQse to undart~ke ·for othera. 
The -Contractor ahall trans'lirl.t to the Co11tracting .O.fficer all information 
obtained from such dhcloaurea. The Oontractor wi 11 r~quire any .. employee 
who·will. be ·e:mP.loyed fuli-time on th• Contract .. work to agree·, a1r a con-:-· 
dition o'f.· his pax:ticipation in such vork, that he will n~t perform 
consultant or other comparable employment servicea for another Commission 
cost-type Contrac~or under .its Contract with the Commiasion except with 
the prior a~proval of the Contractor~~ 

12. All other terms and conditions of the Contract remain unchanged. 

- 3 -

USDOE 017293 



... , .. 

Modification No. 35 
·supplemental Agreement to . 
Contract AT(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCtS -INC. 

IN W.iTNESS WHEREOF, the parties. hai.ei:o have executed thil Modificati~n as of · 
the. day and year first above vritten;. 

WITNESSES: 

/s/ M. Boll 

Hicksville; New York 
(Address) 

/s/ J. Case 

.Hicksville, N.Y. 
_(Address.) 

UNlTED STATES OF· AMERICA 
Bj.: U. S. A1'0MIC ENERGY COMMISSION 

BY: /s/ R. C. Blair 

TiTLE: Manager, SROO 

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: /sl D. B. Metz 

TITLE: Manufacturing Manager 
Sylcor DiviSion 

1, __ J..._._M_·...,.._T_oo"""h_e_r _____ ....;_ __ ; certify that I am Asst. Secretary 

. of Sylvania Ele.ctric Product~ Inc., named abcii!s-; that '"-D_._B_._M_e_t_z _____ --'-

. . . 
who. sign~d this Agreem~nt on, behalf of said corporation,_ was .then Mfg • Mgr • • 

_s.,;..y_l_c_o_r_·. D_,i_v_i_s_i_o_n __ ,..,._, __ ~ of .. :·liaid corporati.on; and that this Agreement vas 

duly.signed for and in behalf. of .said corpo~ation by authority of its governing 
·. . ' - . 

body and ··within the .scope of its corp·orate powers. 

WITNESS my hand and seal of said corporatio-n this 17th day of February 

1964. 

{sf J. M. Tooher 

(CORPORATE SEAL) 

- 4 -
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Appendix "A" 
Modification No. 35 to 
Contract No. AT(JO-l)-1293 

SYLVANIA ELECTRIC PRODUCTS INC. 
SYLCOR DIVISION 

Contract No. AT(30-l)-l293 
.. 

APPENDIX "A" 
Revised October l, 1963 

PERSONNEL PRACTICES 

I. GENERAL PROVISIONS 

This Appendix "A" sets forth the current personnel policies, wage and 
salary practices, employee benefit programs, travel, transportation, sub­
sistence and moving expenses, and miscellaneous expenses and allowances 
approved as allowable costs under Contract No. AT(JO-l)-1293· 

The provisions included hereunder reflect regularly established policies 
and practices of the Contractor, modified only to meet the particular re­
quirements of the Contract and approved by the Commission, and shall be 
administered in accordance with the Contractor's regular procedures." 
Reimbursement for items of cost pertaining to the personnel practices and 
procedures not specifically covered below shall be in accordance with this 
Contractor's published policies and procedures or consistent with the Con­
tractor's established commercial practices and approved by the Contracting 
Officer. 

This Appendix "A" may be modified from time to time, in whole or in part, 
without formal Contract modification by mutual written agreement between 
the Commission and the Contractor. · 

II, ABSENCES 

A •. Holidays 

'P:Ie Contractor r.ecognizes nine (9.) pa,id holidays in e~ch calendar y_ear. ·. 

Holidays falling on Sunday will be observed the following Monday. 
Holidays falling on Saturday will be observed the preceding Friday. 

B. Vacations 

Employees of the Contractor who have, or will have, on July l of the ' 
current year the following records of continuous service, may receive 
paid vacations in accordance with the following schedule: 

Revised October l, 1963 

USDOE 017296 



Length of Service 

6 months but less than 1 year 
1 yea~ but less than 3 years 
3 years but less than 10 years 

10 years but less than 25 years 
25 years or more 

Contract/ .• AT(30-l)-l29J With 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix "A" 

Hourly Employee 

20 hours 
40 hours 
80 hows 

120 hours 
160 hours 

Salary Employee 

1 week 
2 weeks 
2 weeks 
3 weeks 
4 weeks 

A week's pay in lieu of one week's vacation may be granted to employees 
who are eligible for three or four weeks' vacation. 

Additional prorated vacation payments may be made to employees eligible 
for vacation pay based on the following lengths of service: 

Hourly Employees 

More than 26 weeks but less 
than 52· weeks 

More than 2 years 12 weeks but 
less than J years 

Salaried Employees 

More than 26 weeks but less 
than 52 weeks 

1/26 of 20 hours for each 
week above 26 

1 hour for each week above 
2 years l2 weeks 

1/26 of 1 week's pay for 
each week above 26 

The above vacation allowances are non~cumulative and shall be taken 
PTior to December ~ of the current vacation year or forfeited. 

. .J/ -
Shift premium· if applicable, may be included in vacation payments. If 
the majority of the employees have actually worked on a schedule aver­
~ging 48-hours or more -per week for the first six months of a calendar 
ye·a·r, vacation payments may be based on a 48-hotir per week straight . 
time basis~ · 

An extra day,' s va:cation is- an·owed for .each paid holiday falling ·with:­
in the vat:at1on period. Payinent for suc;h holiday ~y pe granted to 
hourly or non-exempt salaried employees. 

Employees who leave the Company prior to July 1 of the current year 
may receive a vacation accrual equal to the number of weeks on the 
payroll since last July 1, divided by 52, multiplied by the normal 
vacation pay for an employee with their record of continuous service. 
Employees who leave the Company after July 1 who have not received the 
vacation pay to which they are eligible as of July 1, will receive 
such payments at the time of separation. 

Revised October 1, 1963 
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c. Sick Leave 

1. Salaried Employees 

Contrac{ o. AT(J0-1)-1293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix "A" 

Leave with pay may be granted to employees who are absent from 
work because ·of personal illness or injury. The amount of such 
leave granted shall be in accordance with established practices 
consistently applied throughout the Contractor's organization 
based upon the. following schedule: 

Employee's Service 

Less than 6 months 
6 · months "to 1 year 
1 year to 2 years 
2 years to 25 years 

More than 25 years 

Cumulative Time Off in 
Any 12-Month Period 

1 week 
2 weeks 
4 weeks 

4 weeks plus 2 weeks for each 
full year of continuous· ser­
vice beyond 2 years up to 
maximum of 50 weeks 

50 weeks · 

No reimbursement shall be made for.unused sick ~eave to employees 
upon termination of employment. 

2. Hourly Employees 

Excused leave with pay may be granted full~time employees who are 
absent from work for reasons of personal illness, injury, or dis­
ability based upon the follol<fing provisions: 

Full-time employees with one or more years of continuous service 
who are on ·the _payroll as of January 1 of any caiendar "yeiir shall 
be credited with 40.houre of sick leave allowance for that calen­
dar. year •. 

Full-t;i.me employees. who are not on the pairoll "as of Jan~acy 1 . 
-but who ·returned to wor~ from layoff or leave of absence subse­
quent to January 1 shall· be credited for the balance or" the cal­
endar year "With an amount of sick leave allowance equal to the 
number of. full calendar months remaining in the calendar year 
times 3-1/3 hours. 

Full-time employees who complete their first year of continuous 
service subsequent to January 1 shall be credited for the balance 
of the calendar year with an amount of sick leave allowance 

Revised October l, 1963 
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Contract ... AT(30-l)-l293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix "A" 

equal to the number of full calendar months remaining in the cal­
endar year tL~s 3-l/3 hours. 

Fuil-time employees who complete their first year of continuous 
services on or before the 15th day of the month will be credited 
wtth a full 3-l/3 hours of sick leave allowance for that month. 
Allowances for regular, part-time employees will be reduced pro­
portionately, provided they are employed to work a minimum weekly 
work schedule of 20 hours or more. 

Unused sick leave will be accumulated from year to year up to a 
maximum of 480 hours. In no case will unused sick leave pay be 
reimbursed to employees, including separation from the company, 
for· any reason. 

Sick leave pay shall be computed at the employee's straight-time 
hourly rate in effect on the first full or partial day of absence. 
Shift premium may be added to such straight-time sick leave for 
employees who, if they worked, would have been assigned to a pre­
mium shift. 

Employees receiving sick leave pay will not be entitled to Non­
Occupational Insurance Benefits for the same period of absence. 
The number of weeks of Non-Occupational Disability Insurance 
Benefibs to which an employee is entitled shall be reduced by the 
equivalent number of consecutive 40-hour increments (or frac­
tional portion thereof) of sick leave pay received. Non-Occu­
pational Disability Insurance Benefits will commence at the ter­
mination of sick pay if the employee is still unable to return to 
work due to personal illness .or injury and has been disabled for 
more ~han seven (7) consecutive calendar days. 

Payments received under Workmen's Compensation, cost re:illibu:rsed 
in whole or in part by the Commission,· shail_be-deducted from the 
sick-leave ·pay received by.an employee during.any period such. 
payments are -received.. S:ick leave pay will be the differet:lce ·be·..: 

·tween t-pe weekly Workmen 1 s Compensation payment and. the eJ;D.ployee '.s 
weekly straight-time wage in effect ~t the ~ime_an occupational 
disability occurs. When such partial sick leave payments are 
made, the number of hours to be charged against an employee's 
sick leave-allowance will be determined by dividing the employee's 
straight-time earnings into the appropriate amount of weekly sick 
leave pay to be granted. 

Revised October 1, 1963 

- 4 -

USDOE 017299 



D. other Absences 

1. Court Duty 

Contract· • AT(30-l)-1293 with 
Sylvania Electric Products Inc. 
Sylcor Division ' 
Appendix "A" 

Employees may be allowed time off without loss of straight-time 
pay for required jury duty or for required appearance at a court 
trial. 

a. Hourly and Non-Exempt Salaried Employees will receive the differ­
ence between fees received from the court and their normal 
pay for an eight-hour day. 

b. Exempt Salaried Employees will be paid their normal salary in 
addition to court fees. 

2. Marriage 

When an employee elects to be married, he may be granted time off 
as .follows: 

a, Hourly Employees: Up to one week off without pay. 

b. Salaried Employees: Less than 6 months service: Up to one 
week off without pay. ·Six months service or more: Up to one 
wee~ with pay. 

3. Death in the Immediate Family 

Any employee may be granted up to three working days off with pay 
·because of the death of the employee 1 s spouse, father, mother, 
son, daughter, brother or sister, mother-in-law or father-in-law. 

4·· Re.guired ftl.litary Duty 

Time off for required military reserve duty, not·to exceed two 
weeks during atiy twelve-month period may be granted to: 

HoUrlY.Ehployees -Without pay 

Salaried Employees 

(a) Less than six (6) months service - without pay 

(b) With more than (6) months service, the difference, if any be­
tween their salary base rate and their military pay for the 
period. 

All employees with six (6) months or more of continuous service 

Revised October l, 1963 
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Contrac~ ~. AT(J0-1)-1293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix "A"· 

who are ordered to active duty for periods of not less than six 
(6) months duration may receive the equivalent of one (l) month's 
pay upon release from employment to perform such duty unless he 
enlists while on an aprroved occupational deferment. 

Required Selective Service Examination 

Time off ·with .pay may be granted to employees required to visit 
military examination centers for the purpose of taking preliminary 
or final type examinations. The amount paid to non-exempt em­
ployees shall not exceed eight (8) hours of straight-time pay, in­
cluding shift premium, if any. 

6. Personal Reasons 

Time off may be granted to employees absent for personal reasons. 
Time off for personal reasons may be granted to hourly employees 
only on a non-pay basis. Non-exempt Plan B employees with six or 
more months of continuous service may be paid for time off not to 
exceed five days per year. Exempt Plan A employees with six or 
more months of continuous service may be paid for time off at the 
discretion of the Manufacturing Manager or, in his absence, the 
person acting in his behalf. When such time off exceeds two weeks, 
additional time off shall come under provisions of II. D.7., below • 

.... 

7. Leave of Absence 

A leave of absence without pay may be granted to employees who are 
absent for two or more weeks but not to exceed 18 months. Senior­
ity or other benefits shall not be accrued during leaves of 
absences granted under this section. 

III". WAGE. AND SALARY ADMINISTRATION 
-·.~ .. :.:.·;.-

A.. · Executive Compensation 

Executive cpm~nsation including bonuses and. other remunerations will, 
for cost-reimbursement purposes,_ not exce~d a pro rata share of the 
equivalent of $30,000 per annum for arry one executive. The deter-· 
mimtion of allowable related costs based on compensations paid will 
also be determined on the basis of the foregoing limitation. In ad­
dition, prior Commission approval shall be obtained on the establish­
ment or adjustment of single rates or rate ranges which exceed $25,000 
per year and on any individual salary action which involves a total 
compensation of $25,000 or more per year. 

Revised October l, 1963 
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B. Salary Schedules 

Contract .o. AT(J0-1)-1293 with 
Sylvania Electric Products Inc., 

. Sylcor Division 
Appendix "A" 

Employees whose wages or salaries are cost-re:ilnbursed under _the Con­
tract _shall be employed in the job classification, grade and salary 
ranges approved under Schedules I and II attached hereto. Current 
organization charts, job descriptions and appropriate wage and salary 
data will be filed with the Commission in support of approved job 
classifications, grades and wage and salary ranges. Cost of living 
and general wage_ and salary adjustments require the prior approval of 
the Commission. 

c. Increases and Promotions 

l. Salaried Employees 

It is the policy of the Contractor to base the employee's salary 
on his production and accomplishments in terms of the requirements 
of his job classification and the rate range for the classifica­
tion. Reclassification, promotions and merit raises may be made 
at the discretion of the Contractor in accordance with established 
practices and procedures. Salaried employees may be considered 
for merit increases in accordance with the following schedule. 

Employee's Place in Rate Range 
····· 

Interval Between Merit Increases 
Salaried Employees 

Non-Exempt 

Below mid-point of salary range 6 months 

Above mid-point, not immediately 12-18 months 
p:r:omot~ble 

Above mid-point, immediately 6 months 
promotable 

Exempt 

12 months 

18-24 months 

l2 months 

A non~~empt sal~ried employee's job performance shall.be·reviewed 
· semi-annually and be may receive an i-ncrease of up to 5% of his 

base rate at each semi-annual review. Merit increases for exempt 
salaried ~ployees shall not be granted less than one year from 
the preceding merit or promotional increase except in unusual 
cases, and in no case shall they exceed 10% per year. Exc~ptions 
may be granted only with the prior approval of the Commission. 
No merit increase shall be given in excess of the established 
max:ilnum rate for the position of the exempt or non-exempt salaried 
employee. 

Revised October 1, 1963 
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2. Hourly Employees 

Contract j. AT(J0-1)-1293 with 
Sylvania Electric Products Inc., 
Sylcor Division 
Appendix "A" 

Merit raises within the appropriate labor grade may be given once 
every_three calendar months. In unusual circumstances a merit 
raise may be given after two calendar months have elapsed after a 
previous merit increase. New hires may receive a merit increase 
at the conclusion of a 45-day probationary period. New hires 
with trainee classification may be promoted to their regular clas­
sification and brought to their first step of the appropriate labor 
grade at the conclusion of a 45-day probationary period. 

D. I.eadman Premium (Hourly Employees) 

An employee officially de signa ted as a "Leadman" may be paid a 10% 
premium in addition to his hourly rate. 

E. Shift Differential 

Premium pay of 10% of straight time and overtime earnings will be paid 
for work on shifts commencing outside the hours of 7:00a.m. to 9:00 
a.m. 

F. Compensation for Premium Time - Overtime and Holiday Work 

As deemed essential to the performance of Contract work, the Contrac­
tor may authorize occasional overtime. Work weeks in excess of 40 
hours scheduled for more than four consecutive weeks shall require 
prior approval of the Commission. Payments· for overtime work shall be· 
in accordance with the Federal Wage and Hour Law and the Contractor's 
·established pay practices. 

Re~ar employees may receive their regular straight time pay, not to 
exceed eight hotirs (including ·shift premium if applicable) for un-. 
worked official holidays. 

If a non-exempt salaried or hourly employee is required to work on an 
official holl~ay, he "will be_ compensated fo"r the hours worked at "one 
and one-half times his normal rate of pay including· shift differential 
in addition to the basic eight hours holiday pay. 

G. }leport-in Pay 

An employee who reports to work for his scheduled hours will.receive 
full pay from such hours (not to exceed 8) for that day even though 
idle or sent home early because of delay or shortage or other reasons 
beyond his control, except that no such pay shall be made in cases 
where the Company's failure to provide work is due to power failure, 
fire, flood, weather conditions, or other conditions beyond the 
Company's control. 

Revised October 1, 1963 
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For:m A..E:C-318 (Rev. G-j.l) 

Roland A. Anderson, Ass1stant General 
Counsel for Patents, Germantown 

Randall G. Erdley, Chief 
Sa~annah River Patent Group 

Karch 10, 1964 

sYLVANIA ElECTRIC PRODOCTS, INC. - CCIITRACT AT(J0-1)-1293 

CP:AFW:cm 

The subject contract has been extended !rom September )0, 196) 

to Septembez:- )01 1964, with an increase in obligation o! .funds 

from $28,145,046 to $29,326,218. 

USDOE 017215 



79 



--·· ,-
Of1IOtW. fO- N~ ;• 
SOle-IN · GE8REf UNITED STATES GOVERNMENT 

Memorandum UNCLASSIFIED 
'to : J. s. Hopld.ns, Director 

Administr~e D ision 

FRO~~~ , Director prrr Budget & Finance Division 

SUBJECT: SYLCO~ PROPOSAL P--64-4 

FB:MER:ss 
• 

DATE: MAR 13 1954 

This document con:;::..~:; o~ ~ ... pag~. 

No.L of Lcopies, Series It 

We have reviewed Sylcor 1s revised proposal for the period 10/l/63 
to 9/30/64 (2472-H P-64-4 Revised) and submit the following cost 
an~sis, conclusion and contract finance information. 

Change in scope and estimates 
Current Auth. Revised Est. 

P-64-2 P-64-4 Change 
Production 
Mark V-B tons 
Mark V-E tons 

Total Prod. tons 

·•· 
Costs~.· 

Mark V-B 
Mark V-E 
Thorium 
Development 
Tooling 
Fabricated Equipment 
Purchased Equipment 

'l'otal Costs 

Fee:Base Adjusted 
Direct Labor 
Direct~Materials 
.Over he sa 
G&A 
Adjustments . 

la) Zr. cladding (prior 
contract period) 

(b) Tooling 
(c) Equipment Fabr. 

Total 
Fee @ 6% (rqunded) 

515 
146 
661 

$1,278,930 
786,445 
11,870 

228,661 
10,6o0 

181,240 
114.200 

. $2.611.946 

$ 722,999 
598,966 
S61,724 
172,781 

(1,800) 
-0-
..,.o-

$2.354.670 
$ ]/,] .276 

G::Zf11:.? 1 I 
~~~:;-~,~c:~;-.:~'<· i 

UNCLASSIFIED 
AIID D~CL;.~:.,:,~,:.·;,iJ:I.I 

9E8RET• 

363 
328 
691 

Includes Act. 
Thru Jan. 164 

(152) 
182 

30 

$ 986,313 $(292,617) 
1,381,269 594,824 

18,172 6,302 
120,509 (108,152) 

6,145 (4,455) 
90,800 (90,440) 
87.9QO (26.300) 

$2.691.108. $ 79.162 

$ 754,200 
647,180 
878,670 
173,850 

(1,800! 
(12,000 
(8.300 

$2,431.800 
$ 145.908 

,\.:.· ·: 
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J. S. Hopkins -2-

MAR 13 1964 

Fee Base Adjustment 
In P-64-4 Sylcor 1s estimated fee base was as follows: 

October 1962 - January 1964 (P-64-2) 
Februar,y - September 1964 (P-64-4) 
Less Carryover Development Prior 

to 10/1/63 
Net 

Fee @ 6% 

$1,042,030 
1,411,870 

(1.800) 
$2.452.100 
$ 147.126 

From an analysis of the Sylcor proposal (P-64-4) it was deter­
mined that the fee base for the period included an amount of 
$17,700 for DuPont tooling whereas their revised estimated 
tooling cost for the year was $5,755. Also, fabricated equip­
ment reflected a significant decrease from the prior proposal. 
R. McFeely and M. E. Robinson discussed these discrepancies 
with A. Gannon of Sylcor \-tho referred the question to Bill Crowley. 
Crowley agreed to adjust the fee base by $12,000 in the tooling 
program and $8,300 in the fabricated equipment (estimated underrun 
in January 1964). With these adjustments in fee base, ~he revised 
estimate is as follows: 

Fee base as requested 
L$s§ tooling 
Less fabricated equipment 

Revised fee base 
Fee@ 6% 

$2,452,100 
(12,000) 

(8.300) 
$2.431.800. 
$ 145.9()8 

Also, since approval of P-64-2, SROO has received revised FY 1965 
budget estimates in which no allowance for development was made 
for Sylcor. Therefore, as a result of discussions between 
Jack Donahue and Sylcor personnel, the development amounts as 
included in.P-64~4 for the period July-September 1964 were 
~eallocated to Mark V-B and .Mark V-E canning. 

Unit Co§ts 
Costs V-1B 
Production Lbs. 

Unit Cost 

Cost V-E 
Production Lbs. 

Unit Cost 

P-64-2 
$1,279,000 

1,030,000 
$1.24 

$ 786,000 
292,000 

$2.69 

P-64-4 
$ 986,000 . 

743,000 
$1.33 

$1,381,000 
655 ,ooo . 

$2.11 

Amounts in P-64-4 include actual production and cost through 
January 1964. 

The unit cost in FY 1964 to date for Mark V-B has been $1.39/lb. 
The unit cost in FY 1964 to date for Mark V-E is $3.11/lb. 

zfiEORET 
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J. S. Hopkins -3- MAR 13 196it 

The estimated unit cost at the end of this contract period for 
Mark V-B is estimated at $1.34/lb. at a rate of 25 tons per month. 
The estimated unit cost for Mark V-E is $1.76/lb. at the end of 
the period at a rate of 25 tons per month. 

Based on those production rates which are essentially one-half 
capacity for Sylcor, the estimates for canning are considered 
reasonable. 

Direct Labor - Overhead Ratios 

Direct Labor 
Overhead 
Ratio 

Actual 
Jan. 1964 

$ 76,000 
105,000 

138% 

Actual 
July-Jan. 
$533,000 

601,000 
112% 

Est. 10/1/63-9130/64 
P-64-2 P-64-4 

$ 723,000 $ 732,000 
862,000 890,000 

119% 122% 

Based on a declining direct labor base and on experience in 
January 1964, the total overhead and ratios are not considered 
unreasonable. 

G & A 
Total Cost Subject to G & A 
G&A 
Ratio 

Personnel 
Man-Months 

Mark V-E 
Mark V-B 
Development 
Thorium 
Equipment F abr. 
Tooling 
Expense 

Total 
· ~{>loyment end of 

period 

Revise'd .Estimate by Program 

P-64-2 
492 
819 
170 
10 

117 
23 

. 228 
11859 

115 

$2,184,000 $2,286,000 
173,000 172,000 

7.9% 7.5% 

P-64-4 
812 
591 
84 
22 
76 
11 

____w_ 
1.827 

118 

Fee Base Cost Fee Total 
Mark V-E $1,265,560 $ 82,669W$1,348,229 
Mark V-B 935,215 56,113 991,328 
Thorium 11,200 672 11,13'72 
Development 103,620 6,217 109,837 
Tooling 5,755 345 6,100 
Equipment F abr. 112 250 -0- \.. 1 112, 250 
Adjustment (Dev.) (1:8oo)W (108)£1 (1.908) 

Total $2~431.800 $145~908 $2,577.708 
Purchased Equipment 87,900 -0- 137,900 

Total $2, 5191700 . $145 1 908 $2 1 665.608 

~ Includes $6,735 fee on fabricated equipment. · 
Q/ Cost and fee approved in contract period ending September 30, 1963. 

SECRET 
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.. •·· OE8RET 
.J, s. Hopkiris -4- MAR 13 1964 

Conclusion 
Accept S,ylcor 1s proposal P-64-4 as revised March 4, 1964. 

Contract Finance Information 

Recap of Revised Costs and Commission Obligation 
Swmnary of ·Estimated Costs and Fixed Fees 

Operating Cost 
Plant & Capital Equip. -

Beginning July 1, 1963 
Fixed Fee Operations 

Total Estimated Cost 
and Fixed Fee 

Commission Obligation 

Mod. 35 Inc. (Dec.) 
$2S,667,541 $ 3Sl,913 . 

373,032 
1,629,891 

$30,670.464 

(156,743) 
4.632 

$ 229.802 

Mod. 36 
$29,049,454 

216,2s# 
1.634.523 

$ 30 , 900 , 266fll' 

$30,870,~66 

£I Includes $30,000 for first quarter FY 1965 authorizations not 
to be obligated in FY 1964. 

To be obligated upon execution of Modification 36 of contract. 
Operating Costs $ 386,545 
Equipm~nt (deobligation) (lS,OOO) 

Contract Articies 

2. Paragraph 1., Estimate of Cost and Fixed Fee, of Article IV -
ESTIMATES OF COSTS, OBLIGATION OF FUNDS AND FIXED FEE, is 
revised as follows: 
111. Estimate of Cost and Fixed Fee. The presently estimated 

cost of the work under this Contract is $29,265,743, 
exclusive of the Contractor's fixed fee. The Contractor's 
fixed fee as set forth in paragraph 2., of Article V of 
the Contract is $1,634,523. The estimated cost of the 
work, as described in paragraph 1. of the Article entitled 
Scope of Work for the period October 1, 1963, to Sep-

":1tember 30, 1964, is $2,545,200, exclusive of the Contractor's 
fixed fee of $145,908. 11 

3. In par~graph 2., Obligation of Funds, of Article IV - ESTIMATES 
OF COST, OBLIGATION OF FUNDS, AND FIXED FEE, the figure 
11$29,326,21S" is deleted and the figure 11$30,870,266" is 
substituted therefor. 

4. The follm.ring new subparagraph (e) is added to paragraph 2., 
Fixed Fee, of Article V - .ALLOWABLE COST AND FIXED FEE: 
"(e) The fixed fee applicable to work performed during the 

period October 1, 1963, to September 30, 1964, is 
$145,908." 

GEHRET 
USDOE 017830 
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UEBRET 
J. S. Hopkins -5- MAR 13 1964 

5. The follO\ling new subparagraph (e) is added to paragraph 2., 
Pr;yent of Fixed Fee, of Article VI - PAYMENTS: 
n ~ For the period October 1, 1963, through September 30, 

1964, ninety per cent (90%) of the fixed fee of 
$145, 908 shall become due and payable in monthly 
installments a.s follO\ls: -; . 

October 1963 - December 19~ 
Januar,y 1964 - September 1964 

cc: J. J. Wise, Asst. Manager for Admin. 
N. J. Donahue, T&P Division 
E. W. Stark, Accounting Branch 
R. A. Messick, Contract Fin. Branch 

4E8RET 

$13,883 
$ 9,963. 

USDOE 017831 
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U. S. ATOMICS ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 36 
S~pplemental Agreement to 
Contract AT(30-l)-l293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT TO: Amend scope of work and other provisions of the 
Contract. 

EFFECTIVE DATE February 1, 1964 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Suli!IlBry of Estimated 
c·os to and Fixed Fee 

Modi flcation 
No. 35 

Operating Cost $28,667,541 

Plant and Capital Equip. 
(Beginning July 1, 1963) 373,032 

Fixed Fee (Operations) . 1,629,891_ 

Total Estimated Cost 
and Fixed Fee ~30,670,464 

; . 

Commission Obligation 

Increase 
(Decrease) 

$ 381,913 

( 156, 743) 

4 632 

Modification 
No. 36 

$29,049,454 

216,289 ~_/ 

.1,634,523 

§30 '900, 266 ~J 

~I Includes $30,000 for first quarter· FY 1965 authorizations not to be obligated 
in Fy 1964 .. 

CONFORMED COPY 

~ ~- --, :-·1 ~-·.: 
\ ··- ;_! ·• ,_ • 
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U. ~. ATOMIC ENERG~ COMMISSION 
Savannah River Operations Office 

Modification··No. 36 
Supplemental Agreement to 
Contract AT(30-1)~1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 20th day of April , 1964, 
effecti~e February 1, 1964, by and between the UNITED STATES OF AMERICA (herein­
after referred to as the "Government") as represented by the UNITED STATES ATOMIC 
ENERGY OOMHISSION (hereinafter referred to as the ''Commission") and SYLVANIA 
ELECTRIC PRODUCTS INC. (hereinafter referred to as the "Contractor"): 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(30--l) -1293 for the performance by the Contractor of 
certain work for the Commission; and 

WHEREAS, said Contract has heretofore been amended from time to time and the 
parties desire to further amend said Contract to revise the scope of work and 
to.amend certain other provisions of the Contract as hereinafter set forth; 
and 

WHEREAS, this Supple~ental Agreement is authorized.by the Atomic Energy Act of 
1954, as amended; · 

NOW, THEREFORE, the parties hereto do mutually agree as follows: 

1. Paragraph 1,, Estimate of Cost and Fixed Fee, of Article IV - ESTIMATES OF 
COSTS, OBLIGATION OF FONDS AND FIXED FE~, is revised to read aa· follows: 

"1 .. Estimate of Cost and. Fixed Fee, The. presently estimated. cost of· the 
work under this Contract is $29,265,743, exclusive of the·Contractor•s· 
fixed. fee. Th·e Contractor's fixed fee as set forth in paragraph 2., of 
Article V of the Cont,ract is $1,634,523. The estimated cost of the 
work as des~ribed in paragraph L of the a"rticle entitled. SCOPE OF WORK 
for the pede~ October 1_, 1963, to September 30, 1964, is $2,545,200, 
exclusive of the Contractor's fixed fee of $145,908." 

2. In paragraph 2., Obli-gation of Funds, -of Article IV - ESTIMATES OF COST, 
OBLIGATION OF FUNDS, AND FIXED FEE, the figure "$29,326,218" is deleted and 
the figure "$30,870,266" is substituted therefor.~--

3. Subparagraph (e) of paragraph 2., Fixed Fee, of Article V- ALLOWABLE COST 
AND FIXED FEE, is revised to read as follows: 

"(e) The fixed fee applicable to work performed during the period 
October 1, 1963, to September 30, 1964, is $145,908." 

'·. 
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Modificatiwd No. 36 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. Subparagraph (e) of paragraph 2., Payment of Fixed Fee, of Article VI- PAY­
MENTS, is revised to read as follows: 

"(e) For the period October 1, 1963, through September 30, 1964, ninety per­
cent (907.) of the fixed fee of $145,908 shall become due and payable _ 
in monthly installments as follova: 

October 1963 - December 1964 
January 1964 - September 1964 

$13,863 
9,963 

5. Appendix "B" Modification No. 29, Contract AT(30-l)-l293, as amended, is 
further amended as of February 1, 1964, and is attached hereto aQd made a 
part hereof. 

6. All other terms and conditions of the Contract remain unchanged. 

IN WITNESS WHEREOF, the parties hereto have executed this Modification as of 
the day and year first above written. 

WITNESSES: 

Is/ .M. Boll 

Hicksville, New York 
(Address)­

/sf J. Steglis 

Hicksville, New Yo,rk 
(Address) 

UNITED STATES OF AMERICA 
BY: U, S. ATOMIC ENERGY COMMISSION 

BY: /s/ R C. Blair 

TITLE: __ ~M~a~n~aug~eur~.~s~R~o~o~-------------

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: /s/ D. B. Metz 

TITLE: Manufacturing Manager 

- 2 -
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:'.! Modification No. 36 

Supplemental Agreement to 
Contract AT(JO~l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

I, __ ._J_._M_. ,....T_o_o_h_e_r _______ , certify that 1 am __ A_s_s_t_._s_e_c_r_e_t_a_r_;y::._ ____ _ 

of Sylvania Ele7tric Products Inc., named above; that __ D_ • ....:.B_._M:..;_et_z ______ _ 

who signed this Agreement on behalf of said corporation, was then Mfg. Manager, 

Sylcor Division, of saLd corporation, and that this Agreement was 

duly signed for and in behalf of said corporation by authority of Lts governing 

body and within the scope of its corporate powers. 

WITNESS my hand and seal of said corporation this ~day of _A_!..pr_i_l ____ _ 

1964. 

(CORPORATE SEAL) /s/ J. M. Tooher 

- 3 -
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UNITED STATES ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

FINDINGS AND DETERMINATION 

AUTHO~IZATION FOR MODIFICATION OF COST-PLUS-FiXED-FEE CONTRACT . 

S YlCOR DIVISION 
SYLVANiA ELECTRIC PRODUCTS INC. 

Contract AT(30-l)-1293. 
Modification No. 36 

.Program requirements are subject to i'mmediate change. 

Continuous pfocess development is required •. 

The revised estimated.cost of the work under the contract, $2,.545,200 
is considered reasonable. 

The fb::e<l fee adjustment is based on the previously applied rate o-f 
six percent o,f ·the estimatei cost fee base· and is consid1ded to be 
fair.and.equitable. 

Upon-the -basis of the fihdings set forth above, T hereby d·etermine that it · 
is -impracticable to secure services of the kind arid quality desired without 
the use of a· ccis·t-pltis-fixed-fee Supplemental Agreement, ai_ld 'I hereby 
authorize the use ·of said Supplemental Agreeme~t. 

. BY:· hi yci:f/~ 
TITLE: - Sav<:; •... _:, .•.. ,., 

DATE : __ A_P_R_2~1_9_6 4_·_ ------___,.----:-

"!,.· 



. . ~ 

.. 

U. S. ATOMICS ENERGY COMMISSION · 
Savannah R~ver Operations Office 

Modification-No. 36 
S\lpp1ementa1 Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc., 
Hicksville, Long Island; New York 

SUPPLEMENTAL AGREEMENT To: Amend scope o.f work and.other _provisions of the 
Contract. 

EFFECTIVE DATE February 1, 1964 

i ,-. 
RECAPITULATION OF. REVISED COSTS AND COMMISSION OBLIG ';ION-

suimnary of Esdina.ted 
c·osts a.n~I Fixed Fee 

Modification 
·No. 35. 

Operating Cost _$48.,667,541 

Plan.t and CS:pital Equip. 
(Beginning July 1,_ 1963). 373,032 

Fixed Fee ·(Operations) 1,629,891. 

Total Estimat:ed Cost 
and Fixed Fee · $30,670,464. 

Connnission Obligation 

Increase 
. (Dect"ease) 

$ 381,913 

(156 '743) ·. 

4,632. 

§ 229,802 

Modification 
No. 36 

$29,049,454 

1,634,523 

.. 

$30,900,266 -~./ 

$30,870,266 

::,/ Includes $30,000 for first quarter FY 1965 authorizations not to be· obligated 
in Fy 1964. 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations. Office 

Modification No. 36 
Supplemental Agreement to 
Contract.AT(30-1)-1293 
SYLVANIA ELECTRIC PRODUCTS. INC> 

THIS . SUPPi.EMENTAL AGREEMENT, entered intO the .l.o ~ day of ~ . , 1964, 
·.effective February 1, 1964, by and between the UNITED STATES~RI~A (herein­
.after referred to as the "Government 11

) as represented by the UNITED STATES ATOMIC 
ENERGY. OOMMISSION (hereinafter referred to as the "Conmdssion") and SYLVAlUA · · 

· ELECTRIC PRODUCTS nic. (hereinafter referred to. as the "Contract.or"): · 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 19Sl, the Commissionand the Contractor 
entered into Contract AT(30--1) -1293 for the performance by the Contractor of 
certain work for the Commis·sion; and . 

WHEREAS, said Contract hasheretofore been amended.from timet~ timelr;td th~ 
p~rt:i,es desire to further amend said ·contract to revise the scope of work and 
to amend certain other provisions of the Contract as hereinafter set forth; 
and · 

WHEREAS,. this. Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, as amended; · 

NOW, THEREFORE, the parties here~o do mutually agree as follows: 

1. ·paragraph 1., Estit:nate of Cost and Fixed Fee, of Articl~ IV -.ESTIMATES OF 
. COSTS, OBLIGATION OF FONDS AND FixED FEE, is' revised to read as follows: 

"L E~timate.·of Cost and Fixed Fee·. The i>r.esently estimated cost of the 
work tinder this Contract is $29;265;743, exclusive of the Contractor's 
fixed fee·. The Contractor's fixed fee as. s:et forth in paragraph 2., of 
Article V of the Contract is $1,634,523. The estimated cost of the · 
work as described in paragraph i. of the article entitled SCOPE OF WORK 
for the perio~ October 1, 1963, to September 30, 1964, is $2,545,200, · 
excLusive of the Contractor 1 s fixed fee of $145,908. 11 

2. In paragraph 2., Obligation of Funds, of Article IV - ESTIMATES OF COST, 
OBLIGATION.. OF FUNDS, ·ANP FIXED FEE, the figure "$29, 326, 218" is deleted and 

3. 

the: figure "$30,870,266 11 fs substituted therefor. · 

Subparagraph (e) of paragraph 2., Fixed Fee, of Article V- ALLOWABLE COST 
AND FIXED FEE, is revised ·to read as follows : 

11 (e) The fixed fee applica};lle to wor}c performed during the period 
October L, 1963, to September 39, 1964, is $145, 90S.'' 

~· 

' ij; 
:l .. 

.. 
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Modification No. 36 
Supplemental Agreement to 
Contract AT(30-l)~l293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. Subparagraph (e) of pS:ragraph:2., Payment of Fixed Fee, of Article VI -PAY-
MENTS, is revised. to read as follows: -.-. 

·
11 (e) For the. period Oct(>ber 1, 1963, th1;ough September 30) 1964, nin~ty per­

cent (90%). of the fixed fee of $i45, 908 shall become due and: payable 
in monthly installme·.nts. as follows~~ ,J 

. · 3 fi'tYtA . 1/":1 'VI 
October 1963 - December 196.4 >if~ $· · 3,883 
January 1964 September 1964 9, 963 

5. Ap.pendix "B" Modification No.· 29, Contract AT(30-1):~1293·, as amended,· is 
fur·ther: amended as of Febrli.ary 1, 1964, and .is attached "tter.eto aQ.d made a. 
part hereof . 

6 .. All other terms and conditions of the Contract remain unchanged. 

~~ew~;~;!/~!!9~lr:~e a~:~~i::~i~~::~o have executed t~is Modificat~n as_ of 

WITNESSES: 
j1 

.f 

I }J;;,t~.-
/f I . . . . 

/JLil~1 
, ~ ;z. 

SYLVAN;~ELEC;rR;J:;yRO~C. 
BY' Sf:;fl6 /hf/1r; .· 
TlTLE: Manufacturing Manager 

Sylcor Div~ 

- 2 -
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Modification No. 36 
Supplemental Agreement to 
Contract At(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

"/- {h . -;;; o ./rr rc. , certify that I am __,._,/J>~;...;;..-.:....;-_·_. __ -.R_?_. --~----r'-~~-'--'-=> ~_4_-.,.., /'--'-

of Sylvania Electric P-roducts Inc .• named above; that _...;;.L;;:_O.;.,. . ._;d::::'...:··_.:../JJ __ J-.---_:_/ __ L_ ___ _ 

who: signed this Agreement on behalf of said corporation, was then /}Jr6 P16 ::( 

of said corporation, and_that this Agreement was 

_du,ly signed for. and in behalf of said corporation by autl;lQrity of its governing 

hod)' and within the scope of its" corporate powers. 

WIT~SS my hand and· seal of said corporation this .[iZ. day of /(?? -?• C, 

1964. 

(CORPORATE SEAL). . 

~ 3 -
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::• -:.·· 

........... ___ ..... ·-. ··-
JllC'ASVILLE, i1EW YORK 

. ';._._ 

A..PRIL 20 1 1964-
;-. 

ffiOPJS. \L -~ ·) AZC SROO 

Use of Cover:·went O:med Facili1;1es 
In ~rfcru1ar-ce '1f Privete Co!<!;·r-.c:rc~al 'llbrk 

For p·lrposeo cf t:11s agrr:et:.ent all private commercial York •rill 
be referred to as "o-tsii'ce wo:rl~ •· ar;d vill be considered vork for 
tr.e Sylc•.)r Con:nerciP..l B. •. nt .,_-:; Hicksville. 1U.l 0\!tside "or-k to 
be performed uill ·!:>e req ·.est=d or; the Sylcor lbrk Order Form to 
be .!lpproveti b:r th= f.EC :moo prior to start of Hork (or in ac-' 
cordance vitu ag:r~ements t.o 'ue u:.de with MC). 

_;;:·-. 

.... 
-~~:~J~ 

. . ··-..... :-: 

~----:<·-._,.-;';.:. ... . 

. f~--~. ~~::::' :'~ .. . 
+:·· 

II. ';he vork ur.der CJ;,t.ract .\T(30-l )-·1293 s:mn at all timea, and llith~ ·,~:~'!l'oi!!!li'J.:,~~. 
ou-t. ar,y qualificction or limitation vhstsoever, =-ave tnc absolute 
priori~y ir. t~~e, effort~ and in all other significant respects 
over ary o~::tside wor"k. ;.is agreement excl:.;des ell cost ·type vor~ . 
performed ur.dcr e.r. fl;,per/'.ix "C" agrce;;;ent sponsored by the AEC · ~;·:-: · 
a.s -provided for :i.e t!.e c-:mtract ::nder paragraph 2 of article l. - · 

III. ·the W::Jrk to be perfo=med :.:nder this agreeme:~t lrlll exclude the 
AEC Prcd:.:ction, Inar~ctiun and ProcE:!!S Control Departu:ents in-: , . 
eluding '.he ares occ·..Jpiec., e~uilJ:nent and personr-el of these dePart-· 
:t<li1ts. 'Jhese dep.:;.rtire:;ts will l.ereir.after be referred to as AEC. · 
Op~rations Departments. ·_. · 

IV. ..i.i!e \."ork to be -perfcr:.'l~'<i ~nder tl:is agrcereer:t 
Ar-ea Occupi~d, Eq_ulpilent and tersonnel o1: the followir.g 
hereinsfter referred to U3 F.toduction Support .Departa;ents : 

"! ~-

Dept. I! 
21·-· 

23 
24 .· 
27·. 

29 
.. , .. _. 

Name 
Olemicnl SerYices 
Engineering Dept. 

· ~~chining Service& 
Plant l!hginem;i.ng 

l{.etallogre.-pby 

'lha ·AE:c. Plant ( co:nt.~ct· i293)- eY.:penses will be ci-"edfted 
-a full cost'reimbi~ement basis for all outside vork·~ft··~·~y­

.·.· tbe· PJ::od..JCtion .BI;lPi>Ort ~partment~ :fa~ tbe sum tot~l 

... , ,kGs~~:,:;~~~~f -. - .. " -, 
··-,·t;i: 

~..:~-......... ~...,.,,__ .-- .·.:;-: 
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SYLVANIA !:LECI.'RIC ?RODUCTS I!~C. 

PROFCS.tL ?C· ;~EC SROJ 

V. ( contir.ued.) 

_An overhead rate to !::e a-;::~lie-i to c\irect la-::;or wl~i~!: repre­
ser.t3 ~a-tal AEC F.l.r~rJt o-:ie:. .. !te:~d. incl-!d.~ti"!g ~11 s~r··rice. depart­
r.·:cnt -pro!'"'£ te.:; r:nd. c::c·_:ri t:.~ f:..~q:n: .. tt.er.t exp~nJes. 
A -provisionaJ_ r<::t.e •.-:iL_ !::'~ es·~-11hlisLe.:'- for :.r..t--<:ri~ c:se on 
o•,;tslde wor·k. :b.i::> i~·rov~~ ~.0·~r:l ret.c Hill i'e a::l,j:~stE:::l to 
actual on c. 3etii. an!:.t :~l b::sin. 

J. Dep:·eciaticn of J;E~-: l!·'::Ed Eq_uip:r.ent 

1m overh<:ad r3~se to be c-.p--:llieci to direct le.bor· 1-!'!:J.i!!t reprs­
ser-.-ts the C.eprecis-ti0:1 of' ~l~e eq:li-p:..ent in.::l:1G.e:l in the 
prodl!ction s·..t"?port d.epcrt:~er"tg. 'l'he amount C!!3.rged •,Till 
'=-e calculated using th~ depreci~tion rates recorded on AEC 
records and. uill :!.n~l:.1C:.e nn ar.;ount ta represent depecia.tion 
on ft.<ll;r d.epreciate:3. ii..erc:;. 
A provis:tor:.al rate w:i.ll be fOStablisLed for inter5.:!1 '-'Se on 
outside uor!-:. 'lhis proyi::; :cna.l rate v:ill be adjust<: d. to 
c..ctuul m1 e. 3erLi -annual bas::.s. 
':i:e de~Jreciation o·:er::-cead rste Hill ·be arri v~i at bj' dividing 
the total direct lator- of the ?rcd·.1ction Sup~ort Derartments 
into the total d.eprE::ciation dollRrS or the eq_uiprnent in 
these departments plu.s an allocatbr; of the lrlministration 
Dep9.rtmei'lt e(!ui-prJent depr~ci~"~ion. D..1e to the specialized 
J!ature of the plating equi;J:cent a s~·parate rate vrill be 
established for o•.ltsid~ flating '1-Tork in the event st:ch work 
becomes available. 

4. Stores ~aterials 

!my common use mnterials >Tithdraum from the stoclr..rocm for 
use on outside work Hill ~e charged to the job on tLe basis 
of a properly approved StQ"es Requisition charging the appro­
priate o:.ttsidc 1-rork order. 

5. Cherge For AEC ldminist.rs.tion 

A factor to be agreed upon by the parties will be arplied 
to the sum of items 1 thr-.)c~gh 4 above. 'lhis amount will be 
credited to the AEC contract and. will represent a ciarge 
for AEC administration of the ?rocedures of this agreement. ;-_, 

''..;:, 

'-' 
--~N$ 

continued - \-. · :if 

-::~~: _,.:; ':~j; . 

. -:~:-
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VII. 

The l·b::~': Order ~ )~~ ·rril:_ sh\.~:-; :.h~ j :-.'t 
cvG t i:-_ cle"tc.t il c.:: d. e c~";tir·J.ete cle·>c::.~~-; ~-: ~~- :· 

als:J be: indicatE:::~ on the t-;:)!':·. 01'\le~'". ~--'.)t·~·. ~.-;_:_:_ !: ... t. >s c:::Jt: .. u..:·c:.::: 
ror in excess of ~ s~_;{ ':6) ;, 0:~·'-.il !=e!·i c::.. 

/>:r; u:; -to--date ,. 

ac'2_uirc..-d, first c-:;st, a.~·Ji'"'~unl ;;.:li: ~~0~--t~ .. :.:~· {_;_:.:· .::·3(.:~~:-;;~~:)t. c~.:c:JU!:ts .. 
'"~his l.;.sting ltill s .H:-ntm;tia te the· : .. tj:·:.~.:,l~' : .. ::-::.i~c~r _ :::·.: i.~:--.. ~.:.::8.1nts 

i:.~ tr; : . .:.sed 5.!1 de,_.·::lc-pi:Jt) -!:: :~G D::n:""C:: :!:L.~-.::·.r.n ·::. · -~:!~ er•:: :-~~.-::!~ :;_,~c =: .. i bcC.. 
.t·t:.cle 

SYL00005321 
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Twx No. Hkvl2368 

[. ·lfo1.1o 

SYLVANIA ELECTRIC PRODUCTS INC. Suluidiorr ol GENERAL TELEPHONE & ELECTRONICS CORPORATION 
_,._--;_:__,:~" 

·r;':.C':,~;_) --------rG~~:C--------------------------------.,_,1 

Dr. Glenn T. Seaborg, Chairman 
u.s. Atomic Energy Commission 
Washington, D.C. 

Dear Dr. Seaborg: 

Sylcor Division 

May l, 1964 

Cantiague Road 
Hicksville, N.Y. 

Your letter of April 25 was appreciated. Immediately 
upon receipt of it, I called a meeting of management of 
our Sylcor Division, Which is responsible for contract 
AT(30-l}-l293, at which we reviewed and discussed your 
recon~endations and suggestions for cost reduction in 
keeping with President Johnson's program. 

Let me say at the outset that Sylcor will, aggressively 
and enthusiastically, follow these recommendations. In 
addition, we .shall continue to follow those plans of our 
own which were drafted in the past with the so~e intent 
of realizing substantial cost reduction for the AEC in 1964 
and subsequent years. In this regard, may I indulge your. 
patience and cite a few specifics. 

We believe our program in the cladding of fuel elements for 
Savann~~ River will result in savings of approximately 
$1.5 million to the AEC in calendar year 1964. We break 
this down as follows: 

1. our new recladding process that will eliminate 
the remelting of uranium used in the V-B and V-E programs 

NUCLEAR FUEL ELEMENTS 

Dot t-{~ t- 1).\J 
~c_<)t:c.>( R\e":> 58-£ 
~~ ~l.O, ~())<. 1332.. 
F·. Co""-\-"""c-.fs - I - Th 1:-c..· 

CUSTOM METALLURGY G 

. USDOE 000255 



Dr. Seaborg -2- 5/1/64 

at savannah River. We estimate 1964 savings to the AEC 
under this development to be about $1,118,000. 

2. Our mechanization of the cladding operation which 
reduces the manpower on our main product line by more than r 
50%. vle estimate 1964 savings to the AEC under this develop-
ment at $480,000. 

The two programs cited above are typical of the many other 
cost reduction programs we have instituted in·the past 
which, we believe, have gained us an enviable reputation 
with the AEC. on the attached separate sheet I have outlined 
some of our previous achievements in the areas of cost · 
reduction and quality improvement. 

As you know, however, off-site development funds have bee~ 
cancelled as of June 30, 1964. 

In addition, our program has been reduced by 3~/o due to the 
reduction of ,the weapons program at Savannah River. We 
pelieve, however, that because of the mechanized process 
cited above, we can carry out these lower levels of produc­
tion on an extremely economical basis. 

Our present contract expires on September 30, 1964. It is 
our impression -- gained during numerous discussions with 

.AEC personnel -- there is a strong probability that our 
contract will be allowed to expire as of September 30, and 
all canning work consolidated at Savannah River. 

It should be stated here that cladding costs consistently 
have been iess expensive at Sylcor. While it might appear 
that out-of-pocket costs may be saved in fiscal 1965 by 
consolidation of this work at Savannah River, we at Sylcor 
believe sincerely that, in the long run, it will be sub­
stantially less costly for the AEC to continue the competitive 
procedures and spirit that has existed between the two sites. 

In the interests of the AEC, we believe that the data 
presented on cost savings for fiscal years 1965 and 1966, 

usooE ooo256 
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now in the possession of the Conunission, should be reviewed 
on the basis of long-term effectiveness and cost saving, 
rather than on what appears to be a less valid basis of 
out-of-pocket savings for fiscal 1965. 

My associates and I should be happy to meet at any time 
with any members o.f the AEC you might designate to provide 
further information, or for amplification and confirmation 
of the data already· submitted. 

GLM/gg 
Att: 

Sincerely yours, 

SYLCOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS IN< 

G •. L. Moran 
Vice President & General Mana~ 

USDOE 000258 
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Roland A. Anderson, Assistant Gen~ral 
Counsel for Patents, Germantovn 

Randall n. Erdley, Chief 
Savannah River Patent Group 

:~ay 7, l96L 

MODIFICATion NO. )6 - SUPPLEMENTAL AGREEMENT TO CONTRACT 
AT{JO-l)-1293 WITH SYLVANIA. ElECTRIC PRODUCTS, INC. 

CP:A.FV:cm 

The subject m~cification authorir.ss an i~creose in obligation 
of funds from'*29,)26,216 to $J0,870,266)With ~lL5,9G8 0esignated 
as fixed fee applicable to work performed during the i~&riod 
October 1, 1963 to September 30, 196L. 

L 

t. '.-; . - - ' 

OFTICE ... 1 .fJ~~-111 .. ------------------------~------------------------ _________________________ --------------------------r-------------------
SURNAME.. .W..~--- ......................... ·························· ························· ························· ·············-·-·-

DATE_ 1J:: .. £,_-::;_,,?.-:~-!::..f...···- · ·- ··· ····---·-··· ~----·- :· ·······-····-.... ······ ·························· ······················· --J ... -···· ····-
-Fo_rm_A-EC---al::....;8 -(Rt•. 9-~) U. S. CO .. UII ..... , ,. ........ OlrtCI l6--t2701-l 
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TO 

FROM 

----~ MAY till UMTIOH 't ,. 'J 
GSA GDL MO. NO.. D 

........ , 
UNITED STATES GOVERNMENT 

Memorandum 
: J. s. Hopkins, !?~~c~o~·· 
A~in~·, ~~a~iv~ ~ 
~ ~, t th,tl"' 

A. Y. •forgan,.lnirector 
Budget and Finance Division 

SEBREt 
UNCLASSIFIED 

DATE: 

-:--. 

JUf\ ... ,... 
t.· 1.. 1964 

Oocument No. SR- F.il~ /" ~ ¢' 
SUBJECT: REVIE\o/ OF SYLCOR PROPOSAL P-64-6 

FB:.t-ER:ac 
Thia document consists of...£. pages, 

Wo__L of _£_copies. Series /1 

We have reviewed Sylcor 1 s proposal (P-64-6 of June 11, 1964, revised by tele­
type of June 22, 1964). 

The following scope changes, cost analysis, conclusion, and contract finance 
information are submitted for your consideration in preparing a modification 
to the contract. 

Scope changes from P-64-4 as authorized in teletype from Blair to Netz on 
March 13, 1964 are as follows. The Hark V-E scope change was authorized 

r----.....o·~ the Harch 13, 1964 teletype. 

Scope Changes 

(1) Increas~ Ln Mark V-E tonnage by 14 tons 
(2) 1-hchiniilg and canning of 7,000 thorium slugs 
(3) Production of 190 sets of Mark V-B extended length slugs 
(4) Deletion of Process Development after Hay 31, 1964 

B) Cost Changes . 

o accomplish the above net change in scope, Sylcor estimates a net increase 
n cost .subject to fee .of $62_,810 with an increase .in fee of .$3, 769. We 

___ _,elieve this increase to be.reasonable_and justified. 

ev. 
~...-_;.;...;....-;.;...;..apool ing 

Thorium 
Equip. 
Adj .Zirc, 

Total 

Analysis of. Change in Fee Base P-64-6 

" P-64-6 
•
1 

· · PropOsed · 
P-64-4 
Current 

COst Fee Cost Fee 
$1,252,860 $ 75,~72 . $1,265,560 

(Reg.) 920,450 ' 55,227 935,215 
$ 75,934 

56,113 
(Long) 64,030 3,842 

90,850 5,451 103,620 6,217 
650 39 5,755 345 

53,250 3,195 11,200 672 
114,320 6,859 112,250 6,735 

Change 
Cost Fee 

~(12,70q $ (762)-· 
(14,76~ (886)/ 
64,030 3,842,.. 

( 12, 770) ( 766) ,-
( 5,105) (306) 
42,050 2,523 

2,070 124 
(Prior) (1.800) (108) 

~2.494.610 ~149.677 
{1.800). {108) 

t2.431.800 ~145.908 $ 62.810 $3.769 

UNCLASSIFIED, 
lil.fSPiiiQ:t~""Q or:r..L fkv 1 ft!,A ... ..- J.hn 
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J •. S. Hopkins 

Fee Base 
Direct Labor 
Direct J..iat. 
Overhead 
G & A 

Total 
Adiustments 

10/1/63 
1/31/64 
P-64-2 

~; 333,930 
283,380 
355,2~.0 

69.430 
:~1. 042.030 

Tooline (P-64-4:) 
Tooling (P-64-6) 
:?ab. Equip. (P-6,1-,1) 
Dev. Prior (P-6{-2) 

Het Fee Base 

Fee Q 6~~ 

·SEBRET 
- 2-

2/1/64 
5/31/64 
P-64-4 

$237,530 
211,200 
294,370 
56.830 

";;z£Jr,.;. !::30 

6/1/64 
9/30/64 
P-64-6 

:)1£17, 500 
181,800 
248,230 
49.970 

:~~6 77 . 500 

t"", 
.- I 

JUf\ 2 C 1964 

Total 
;) 769,010 

676,380 
JS7,840 
176.230 

.'~2. :jl s ,.1!60 

.! (12,000) 
(2, 750) 
(8,300) 
(1 .aoo) 

":>2.454.610 

In their proposal P-64-6 Sylcor had included in their fee base some ~3,390 
for DuPont Tooling. In discussions with Sylcor it was agree~ that the 
tooling program Has to be discontinued after only a small amount of \·10rk 
and the tooling amount in the fee base vmuld be decreased by S2, 750. The 
other adjustments listed above were negotiated in prior contract periods. 

The revised est~~ed cost including fee for the contract period is compared 
to the currently estimated cost in the following table. The amounts in the 
colwnn P-64-4 include actual cost through January 31, 1964, and in P-64-6 
actual costs are included through Nay 31, 1964. 

i·iark V-7. 
L!ar k V-B - Regular 
Nark V-E - Long­
Developfilent 
'I'horitun 
Tooling 

Subtotal 
:' Fab. Equipment ·

1 
. 

Purchased Equipment 
Subtotal 
Total Cost 

P-64-4 
$1,381,269d 

986,313 
-0-

120,509 
18,172 

6,145. 
. ;~2.512.408 
$ 90,800 

87.900 
$ 178.700 
22.691.108 

P-64-6 
:i$1, 383, 0071i/ 

277,326 
67,372 

110,567 
62,752 

674 
~:52. 602.188 
.:; 86,878 

63.700 
::~ 150.578 
.')2.752.776 

Increase or 
(Decrease) 
:j l, 738 

(3,387) 
67,872 . 
( ~:, S42) 
44.,580 
( 5.471) 

·.) 8S.7W 
.;;> (3, :7)2~) 

{ 24.200) 
·H2s.122) 
;~ 61.663 . 

g./ Includes fee on fabricated equipment of .)6, 735 and ~$o,a59, 
respectively. 

USDOE 017822 
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/ 
/ J. S. Hopkins - 3 - JUt\ 2 C 1904 

Production (Delivered) 
l·~rk V-E - Tons 
l·brk V-B - ?..eg. - Tons 
Hark V-B - LoOf - Sets 
Tbor iwn Slugs - Old Progra1:1 
Thoriwn Slugs - r!ew Program 

P-64-4 

338 
363 
-0-

2_.794 
-0-

Unit Cost (Actual Cost & Product jon) 
i-~rk V-~ Lb. 
!·:S.rk V-B Lb. - Reg. 
Thorilliil (Ee>l) ·Lb. 
T~orium (Old) Lb. 

-~2.11 
1_.35 
-0-

3.21 

P-64-6 

352 
363 
1'30 

2_,794 
7_,000 

:~2.03 
1.31 
2.23 
-0-

Increase or 
(Decrease) 

14 
-o-
190 
-o-

7_,000 

'H .oe) 
( .04) 
-0-
-o-· 

The unit costs for the major products rernin relatively stable -- the slight 
decrease beir>..g ciue to the added activities t-lhich bear a portion of f ixea 
overhead. 

The unit price on old thorium slugs is that experienced in· the period from 
July to December 1964. A unit cost on a per-slU[ and per-pound besis is 
as f ollO\·IS bet-.,een the old and the new thorium: 

........ ·,· Old Hel-l 
Total Cost $72_,589 ~Lg.l 573 

Product ion Lbs. 22_,6],\3 20_.,000 
Production Slugs 11_,793 7_.000 

Unit Cost/Slug ·;~6 .15 06.36 
Unit Cost/Lb. ~p3. 21 ~)2.23 

PerlZQtln~l l·§n-.t·hrith§· 
D_irect 1,5~9 1,637 
Expense 227 &lZ 

'1;-otal 1.826 l.854 
:i.· 

No. of Personnel 
Year End 9/30/64 118 113 

It is assumed from the above that the increased \~ork \·lill be performed with 
overtime or a better utilization of labor will be made than previously 
anticipated. 

USDOE 017823 



SEORET 
J. S. Hopkins - 4-

1964 

Overhead - Direct Labor Ratios 

Fee Baae 
Actual Actual Estimate 10/1/63 

~%~~~ I'~Y - ~t::JOL!21 
1964 P-64=2 P-64-6 

Direct Labor ~~534,000 :? 50,000 ~733,00G $769,000 
Overhead 689,000 62,000 873,0CC 898,000 

Ratio 129~; 124!"~ n-:;:; 117;; 

The actual overhead ratio expected to be experienced in the contract period 
is as i ollows: 

Direct Labor 
Overhead 

Ratio 

P-64-G 
(;;732,000 
937,000 

128% 

.Based on actual overhead experience, the amount included in the base for fee · 
is not considered~unreasonable. 

~~ 

(C) Conclusion 

'ile accept Sylcor 1 s proposal (P-64-6 as revised by teletype of 6/22/64) . as 
submitted since a significant increase in scope is to be obtained Hith only 
a modest increase in cost and fee. 

In future proposal~ consider elimination of fee on fabricated equipment and 
request that Sylcor be ·more comprehensive in analyzing changes, 

(D) Contract Finance Information 

Cost & Fee by Aci~yity 
Hark V-E 
Hark V-B - Regular 
Hs.rk V-B - Long 
Thorium - Old Program 
Thorium - New Program 
Development 
Tooling 
Fabricated Equipment 
Purchased Equipment 

Total 

Cost 
~1,300,£176 

922,099 
64,030 
17,507 
42,050 

105,224 
635 

86,378 
63.700 . 

$2.6Q3.099 

Fee 
::; s2,o3w 

55,227 
3,842 

672 
2,523 
5,343 

39 
y 

-0-
$149.677 

g/ Includes $6,859 fee on fabricated equipment. 

~ .. '\ .. -.. , . 
4-. 'AL t 

Total 
$1,383,007 

977,326 
67,872 
18,179 
44,573 

110,567 
674 

86,878 
63.700 

%2.752.776 
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£SOREY 
J, S. Hopkins - i) - juN 2 c 1964" 

Recap of Reyjsed Costs and Commission Obligation 

Summary of Estimated Costs and Fixed Fees 

l~d. 36 l·bd. 37 
Operating Cost :>29, 049, 454 

Incr·. {Deer.) 
:}60,51£ $29,109,£73 

216,28~ 
1.638.292 

:·;30. 964.554 

Plant & Capital Equipment 
(Beginnir~ 7/1/63) 

Fixed Fee {Operations) 
216,289!!1 

- 1.634.523 
)30.900.266 

-0-
3.769 

:)64.288 Total Est. Cost ~ Fixed Fee 

Co!!lllliss ion Obligation :;so, 870, 266 .. }64, 2<38 :~>30, 934, 554 

§./ Includes §530,000 for first quarter F'L 1965 authorizations. 
not to be obligated in FY 1964, 

Contract Articles 

L Paragraph 1., Estimate of Cost and Fixed Fee, of Article IV - ESriH4TES 
OF COSTS, OBLIGATION OF Fill-IDS Al:W FIXED FEE, is revised as follows: 

2. 

3. 

4. 

11 1. Estimate of Cost and Fixed Fee. The presently esti..r!lated cost of 
the work ~der this Contract is $29,326,262, exclusive of the 
Contrad'tdr 1 s fixed fee. The Contractor 1 s fixed fee as set forth 
in. paragraph 2., of Article V of the Contract is ~1,638,292. Th!'l 
estimated cost of the work as described in paragraph 1. of the 
article entitled S<X>PE OF wORK for the period October 1, 1963, to 
September 30, 1964, is :32,603,099, exclusive of the Contractor's 
fixed fee of $149,677, 11 

In paragraph 2., Obligation of Funds, of Article IV - ESTIMATES OF COST, 
OBLIGATION OF FilliDS, AND FIXED FEE, the· figure 11 030,870,26611 is deleted 
and the figure 11 $30,934,55411 is substituted therefor. 

Subparagraph (e) of paragraph 2., Fixed Fee, of Article V - ALIDWABLE 
COST AND FIXED FEE, i~ revised to read as follows: 

·r· 
11 (e) The fixed fee applicable to work performed during the period 

October 1, 1963, to Septem~er 30, 1964, is ~149,677. 11 

Subparagraph (e) of paragraph 2., Payment of Fixed Fee, of Article VI -
PAUEIITS, is revised to read as follows: 

11 (e) For the period October 1, 1963, through September 30, 1964, ninety 
percent (9o%) of the fixed fee of ~149,677 shall become due and 
payable in monthly installr;1ents as follows: 

October 1963 - December 1963 
January 1964 - l-.~y 1964 
-June 1964 - September 1964 

d. 
.. ···r 

t . a 

:$13,883 
S,963 

10,:311 

USDOE 017825 
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APPENi>IX "B'' .'JX) MODIFlCA'iiON NO. 29 
CONTRACT NO. AT(30-l}-l29~ 

· REVISED JUNE . 30, 1964, UNDER ... 
MODIFICATION" NO •. ~7 . . 

The scope of work to be performed by the Contractor during the period :OctQber lj . 
1963, through September 30, 1964, as set forth by Modification No. 36 is revhed 
to read as follows: 

1. PRODUCTION 

A. MARK V-B AND }{ARK V-E (Inner Fuel} 
. . . . . . . . 

The Contractor shall manufacture and furnish.t~ the Commission Ma~·v-B _,and 
Mark V-E slugs at monthly tonnages. as follow~: " _ f' ·· . 

October 19.63 
Novenj.ber 1963 
December -1963 
January 1964 

. February 1964 
March 1964 
April- 1964 
May 1964 
June-1964 
July· 1964 -"· · 
August 1964 
September 1964 . 

B. EXTENDED LENGTH }{ARK V-B· SLUGS 

~ark V':"B ,(Tons) 
Integral Rib 

45 
47 
44 
41 
"29 
19 
26 
24 
26 
12 
25 
25 

. Mark V-E (Tons) 
· Integrlil :Rio 

48 
.2Q 
26 .· 
28· 
j3 
33 
36 
33 
36 
13 
23 
23 

Effective June.30, 1964, undertake the canning for d"elivery by September 30, 
1964, of 190 sets of extended ·length Mark V-B slugs, . 

C. THORIUM 

1. Complete the _canning and delivery of 11,500 Mark VII-T slugs for 
irradiation at the Savannah River Plant. 



.·.! 

,.".·.·.\. 

~··' .. -......... __ 

APPENDIX "B 11 TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-1)-1293 
REVISED JUNE· 30, 1964-, UND~R 
MODIFICATIONNO. 37 

3. ·Effective June 30, 1964, undertake the swaging, .machining, cladding and 
welding-of approximately 7,000 solid thorium slugs for shipment to SRP 
by August 21~ 1964. -

II .. _ DEVELOPMENT 

A. -ELEMENT DEVELOPMENT ~-· 

1 . Lo~g. Slugs 

2. 

Develop a. process for canning .Mark V-B and Mark V-E IF and OF Elements 
up to 16" in length by the hot. pressure bonding process. · Both i~pact · 
extrusions and tubing will be investigated for cladding. 

This program shall· include the estabLishment of standards, spyi-fications 
and operating pi:'9c~dures and. all necessa~y resear~h, developnt~t~ paririing 
and data accumulati.on. Also, qualificati.on and- reactor test ~lugswill 
be. made. 

Added Rib 

Continue development of the canning of ·Mat;:k V•B IF elements with add~d 
.ribs~ Investigate_the use of other types of. aluminum. for the rib a~d 
changes in the_ physical structure of the rib. 

This program shall include the establishment of standards, specifications 
and operating proc~dures and all necessary research, -development:, canning 
and data accumulation. Also, qualification and· reactor test slugs wiTl be 
made~ 

3. Tube Cladding 

Study the effects of the us.e of tubing as cladding for Mark V-.B and V-E IF 
hot pressure bonded slugs-. 

· 4. Rec'overy of Mark V-E 

Develop a recovery program to reclaim reje_ct Mark V-E IF slugs and reuse· 
the cor-es. Set up- standard.s, specifications and operating p_rocedures, 
whereby reject slugs may b_e dec lad and reprocessed through the HPB\ pro(:ess. 

B. TOOLING AND CLADDING MATERIALS 

L · Furnace Tooling 

Investigate potential improvements in quality and economy attainable 
through the replacement of Inconel X by such metals as AF7l. or Inconel 
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APPENDIX "B11 TO MODIFICATION NO •. 29 
CONTRACT NO. AT(30-1)-1293 
.REVISED JUNE 30, 1964, UNDER 
MODIFICATION NO. 37 

for furnace tooling, such a·s· mandrels, dies and vaeuum pots .. Make i~ems 
of promising materials and test them in the HPB process. 

2. <Jladding 

Investigate pot:enti{l1 advantages of low alloys of aluminum as cladding 
tnatin::Lal. Test the most promising. materials, ~uch as aluminum with 
additives· ·of beryliium or germanium, in the HPB proe(!SS J for wrthel:' 
. evaluation at SRP; · · · 

C. INDUCTION-HEATING 

1. Heat J?attern Control . 

Run a series o£ exp~riments on HPB induction furnaces to de,/rrmine actual 
beat patterns and provide a consistent improved control of the heat· 
applied. to _the· s hi.~. 

Investigate the possible use of sc;lnning equipment which will designate 
the t~pe~ature· of the die as it leaves·. the furnace, thereby offering 
additional improvenient .of heat pattern control . 

. 2. Cores with Anodic. ]~-:tch 

lnvestigat·e_ possible improvement: of HPB s.trengths by the use of anodic 
etching: of cores before plating and the rapid heat-up· cycle attainable 
with induction·furnaces. 

D. NONDES:rRUCTIVE TESTING 

1. Eutectic Prevention 

Investigate new ·methods for the detection of. Mark V-B and V-E slugs that 
'have been overheated during the pressing cycle' such as the use of 
magnetic arid-hyst:eresis effects and the chemical test which showed promise_ 
with Mark VIl-A siugs. 

·2. Nickel· Plate Control 

Continue investigation of new types of nickel detection and measurement, 
'such as the magnetic probe, to prov:lde a closer control of, the nickel. 
p~·ate on cores. 

• .; • •" ·- • ' ";I ,• ::•, .- ~ 
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3. Ur_a.n.tum Meta~:ali ty 

APPENDIX "W' TO MODIFICA'_l'ION NO. 29 
COtiTRACT NO. AT(30-l) ul293 
REVlSED JTJto.'E 30 •. 1964, ·UNDER 
MODIFICATION NO. 37 

R~f:i:.rie and test ult:t·asoni{". equ{p~nt fo·r potenti.a.l use in the detecticm 
of m.€\tal. qtiality reject:3 befot'C pl..:1ting. 

4. A.lumi.num Metal quality 

lnvest:i.gate methods of improving tl1e detection of metal qua,lit:y rejects 
in aiuminum cladding components before they .are used. 

III. Qll PONT: TOOLING 

The Contractor shall furntsh. all materials, services and supplies necessa,ry 
to perform all work <1uthori.zed by the Commission in. furt.her·ance_._t .Jtr. __ J t·.he 
Du P or~t Too l.i. ug PJ!ogram. · · . fl. 

~ 4 - .· 
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2. Classlflcd[ion Changed To: APPENDIX "B11 TO MODIFICATION NO. ;2.9 

CONTRACT NO. AT(30-l) -1293 
REVISED AUGUST 1, 1964, UNDER 
MODIFICATION NO. 38 - . 

The ·sce>pe of work to be performed by the Contractor during the period October 1, 
'1963, ·:through Septem:ber 30, 1964, as set forth by Modification N"o. 37 is 
revised_ to read as follows: 

1. 

A. 

PRODUCTION 

MARK V-B AND MARK V-E 'Inner Fuel). 

The Contractor shall man~facture and furnish to the Commission Mark V-B and 
Mark V-E slugs at ·monthly tonnages as follows: I _ 

October 1963 
November 1963 
December 1963 
January .1964 
February 1964 
Ma~ch 1964 
April 1964 
May -1964 
June 1964 

Mark V-B (Tons) 
Integral Rib 

Mark v-E (Tons) 
Integral Rib 

· · . Julyl964 

45 
47 
44 
41 
29 
19 
26 
24 
26 
12 

48 
20 
2-6 
28 
33 
33 
36 
33 
36 
13 
23 
23 

August 1964 
September 1964 

B. EXTENDED ~ENGTH MARK V-B SLUGS 

19 
19 

Effective June 30, -1964, undertake the canning for delivery by September 30·, 
1964, of 190. sets of extended length Mark V-B slugs .. 

C. THORIUM 

1. Complete the canning arid delivery of 11,500 Mark VII-T slugs_ for 
irradiation at the Savannah River Plant. 

2. Recover and reclad by December 23, 1963, approximately 500 Mark VII-T 
slugs to _lltandard quality and di~ensionaL ·s ·that the 
slug length is to be 6.4oo:+ 0.070 inch. 

. · SROO Response 
· FOIA (SR) - 04-028 



APPENDIX "B" TO MODIFICATION" NO~ 29 
CONTRACT NO. AT(30-1)-1293 
REVISED AUGUST- 1., 1~64, UNDER 
MODIFICATION NO. 38 

3. Effective June 30, 1964, under~_ake the swaging, machining, .cladding and 
welding of approxi'IJUitely 13,000 soiid.thorium slugs for shipment to SRP 

. as.· follows : 

II. DEVELOPMENT 

Quantity 

7,000 
6,000 

A. ELEMENT DEVELOPMENT 

1. Long Slugs 

Delivery Date 

by August 21, 1964. 
by September 30, 1964 . 

Develop a process for ca.nning Mark V-B and M~rk V-E IF and o:,.f_ele!lients 
up to 16" in length by the hot pressure bond1ng process. Bot,r impact 
extrusion's and tuping will be investigated for -cladding ' ' . 

This programshali include the estab1fshment of standards, specifications 
and operating procedures and all necessary researcll, -development, canning 
and data accumulation. Also, ·qual-ification and reactor tes·t slugs will 
be Jliade. 

2 . Added ·Rib 

Continue d·evelop!lielit of .the. canning of Mark V-B IF elements with added 
ribs. Investigate the use of other types of·alum"f-num for. the rib and 
chaq.ges in the physical structure of t.he ri.b.· ~-· · 

. . . -

This pr-ogram shall include the establishment of standar4s, specifications 
and opera.ting prbcedures and ail necess~r:y research·, cJ.evelopment,. 'canning 
and data accumulation. Also, ·qualification and reactor test slugs will· · 

. ~, be lll<ide·. 

3. Tube Cladding 

s·tudy the effects o{ the ilse of tubing as cladding for Mark V-B and V-E IF 
hot pr·essure bonded. slugs. 

4 . Recovery of Mark V .. E. 

Develop a recovery. prog~am to reclaill!. reject Mark V-E IF slugs and reuse 
the cores. Set up standards, specifications and operating-procedures, 
wher~Qy ·:J;"~ject slugs may be dec lad• ·and reproces·sed through the HPB 
procesa. 

~-
- 2·-
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APPENDIX 11B11 TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-l)"-...1293 
REVISED AUGUST 1,· 1964, UNDER 
MODIFICATION NO. 38 

}3. TOOLING AND. CLADDING .MATERIALS 

c. 

1. Furnace Tooling 

Investigate potential improvements in quality and economy attainable · 
through the replacement of Inconel X by such metals as AF71 or I~conel 

·for fur!.lace tooling, such as mandrels, dies and vacutiJJ(pots .• Make· 
items of promising materials and test them in the HPB process. 

2. · Cladding 

·Investigate. potential advantages of low alloys._ of al~inuni as cladding 
material. Test· the most prOlD.ising materialS, such as aluminum with 
addi.tives of beryllium or germanium, in the HJ:lB process, for further 
evaluation at SRP. 

I '.t. · .. INDUCTION HEATING 

1. Heat Pattern Control 

Runa series of experiments onHPB induction furnaces to determine 
actual heat patterns and provide a consistent improved control of -the­
heat applied· to the ·slug. 

Investigate the possible use o-£: scanning equipment which will designate 
the-temperature of the die as it leaves the furnace, therebyoffering 

·additional improvement of heatpatterri control. 

2. Cores with Anodic Etch 

Investigate- possible improv-ement of HPB· strengths by the use of· anodic 
etching of cores before plating and the rapid -heat-up cycle attainable 
with induction furnaces. 

D. NOJ,IDESTRUCTIVE TESTING 

1. Eutectic Prevention 

Investigate new methods for the detection o£ Mark· V-B and V-E- slugs 
t_hat have been overheated du.ring the pressing cycle,· suc·h as the use 
of magnetic and hysteresis effects and the chemical test·which showed 
promise with ·Mark VII-A slugs. _._. 

- 3 -
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2; Nickel Plate Control 

""":" .. -·-:.:: . __ .;. ... 
l~ - • 

. APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(J0-1)-1293 
REVISED AUGUST 1, 19 64 ," UNDER 
MODIFICATION NO. 38 . 

Continue investigation of new. types of nickel detection· and meas~r~ent·, 
such as the magnetic probe, to provide a closer contro:l of.the nickel 
plate on cores. 

3. uranium Metal Quality 

Refine and test ultraspnic equipment for potential use in.the detection 
of '!lletal quality rejects before plating. · 

4. · Aluminum Metal Quality 

Investigate methods of improving the detecti(ln of metal quality rejects 
in aluminum cladding components before they ·are used. 

I . . DU PONT.TO{)LING 

The Contractor shall furnish all materials, set;"vices and supplies necessary 
to perforin all work authoriz~d by the Commission in furtherance of- the 
DU Pont Tooling Program. 

~ . . - -

- 4 .;. 
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u. s. ATOOC>'KNER.GY:-CQoDUSSION 
s.av.annah R.iver Operatiorut _Office 

Modification No. 37 
Supplemental ~greement to 
Contract AT(30-l)-1293 . 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTO~ Sylvania Electric Products In~. 
Hicksville, Long Island, New York 

SUPPLXMENTAL AGREEMENT TO: Ame~d Scope of work an~· other provisions of tho 
Contract 

EFFECT!~ DATE April 1, 1964 

RE~ITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Modificat~on. 
No. 36 

Operating Cost. $ 29,049,454 

Plant and Capital-Equipment 
(Beginning July 1, 1963) 216, 289· !/ 

Fixed Fee (Operations) 1,634,523 

Total ~stimated Cost 
and Fixed Fee $ 30,9001266 

r$ ~ 36.870,-26~7 

Increase 
(Decrease) 

$ 6o,"~l9 

-o.: 

.3.,769. 
--.. 

$ 64"·1288. 

$ 64,288. 

Modification 
No; 37 · 

$ 29,1091973 

216,289 

1;6381292. 

$ 30 1 964 1 5_54 

f._3o.;93_4!554/ 

!_I Includes. $30,000 for first quarter FY i965 aut~orha.Honii not to be·. 
obUgate~ in·. FY 1964. 

contains 

BATA s~pi'!ia_!cd f;:·: c :---:~:·:::·.:,·e·: h.1::.::lt• 
this dcctJrm:nl ;:;; Li-~CL.:..:;s;ri:-D 

CONFORMED COPY 

usooE o17327 
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. . u. s. ATOMIC ENERGY COHM~S~N 

Savannah River Operation's Office .J 
·/ 

·-. j 
'·- _,.f/ 

Modification No. 37 
Supplemental Agreement to 
Contrant AT(30-l) -1293 

r SYLVANIA ELECTRIC l'BODUCTS INC. 

THIS SUPPU!MENTAL AGREEMENT, entered into the ~ day of August . , 1964, 
effective April 1, 1964, unleu othervile hereinafter spe!lifically provided, by . 
and _between the UNITED STATES OF AMERICA (hereinafter. reforrad to as the "Govenil>' .. '­
manti') aa repruented by the UNITED STATES ATQUC ENERGY COHKISSION (hereinafter 
referred.- to aa the ''Commission") and SYLVANIA EL!CTRIC PilODUCTS_ INC. (hereinafter 
referred to as the ''Contractor") : 

. WITNESSEnt THAT: 

~REAS, as of the lOth day of December 1951, the Commiaaio~ and the Contractor . 
entered into Contract AT(J0-1)-1293 for the performan~e by the Contractor of certain 
work for the Commission; and 

WHER$AS, said Contract has heretofore been amended from time to time and the 
parties desire. to further amend said Contract to revise the scope of wor~ and to 
8.m.and certain other provisions of the Contract as hereinafter set forth; and 

WHEREAS, this -Supplemental Agr-eement is authorized by the Atomic Energy Act of 
.1954, aa amended;. · 

.... 

. NOW, THXRXFO~, the parties hereto do mutually ag-ree as folla¥a: 

l. Paragraph _1., Estimate of Coat and FiXed Fee, of Article IV • !STJ:M.\TES OP 
COSTS, OBLIGATION OF FUNDS AND FIXED FIE, is revised to read aa follova: 

"1. Estimate of Cost and Fixed Fee. ·The presently estimated· coat of. the 
work ~n~er this C_ontract is $29,326,262, exclusive-of the Qi;lntrac.tor'' 
.fixed fee. The Contractor's fixed fee as a~t· fo~th in paragraph 2.~ of 
Article V of the Contract is $1;.638,292. The elitima~ed coat of the work 
as described in paragraph 1. of the article ontitled-8COPI OF WO~ foi 
the period Oc.tober 1, 1963, to September 30, 1964, ia.$1,603,099, 
exclua'iva 9f the Contractor's fixed fee of ·$149,677." · 

; 

2 • TES GF · COST 
11 f.a· delated 

3. Subparagraph (e of paragraph 2., Fixed i'e.e, of Article V- • ALLOWABLE COS.T 
AND FIXED FEE, 11 · revised to read as fo Uowa: 

"(e) The fixed fee app-l1ca)>1e to the vork perf~d dati~he period 
October 1, 1963, to September 30, 1964, l! ___ fH49,677 ::J 

USDOE 017328 
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Hodific~!t·n ~~- 37 
Suppleaental.Agreement to 
Contract AT(30-l) -1293 
SYLVANIA 'ELECTRIC PRODUCTS INC. 

4. Subparagraph (e)· of paragraph 2., Payment of Fixed Fee, of Article VI -
PAYMENTS, is revised to read a.s follows·: 

"(e) For the period October 1, 1963, through September· 30, 1964, ninety 
percent ~~-~~) o_f ~he fixed .fee of ~149,617 shall become due and pay-
able in monthly installments as follows: . 

Octobe~ 19()3 - December 1963. 
January· 1964 - May 1964 · 
June 1964 - September 1964 

$13,883 
9,963 

10,811"-

5. Appendix "B" Modification No. 29, c·ontract AT(30-l) -1293, revised June. 30, 1964, 
under Modificati':I~ ... No. 37., attached hereto and ·made· a pe..rt· hereof.· 

6. All other terms ~nd condit~ons of the Contract remain un~hanged. 

IN WITNESS WHEREOF, the parties hereto have executed this Modification as· of 
the day and year fir~t aboye written. 

WITNESSES: 

/s/ M. Boll 

Hicksville, N. y. 
{Address) 

/s/ M. Steglic 
i,. 

Hicksville, N. Y·. 
(4ddress) 

UNITED STATES OF AMERICA 
BY: ·u, S, ATOMIC ENERGY C~J;SSION 

BY: /s/ H. L. Kilburn 

TITLE:. Deputy Manager, SROO 

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: /s/ D. B. Metz 

TiTLE: Manufacturing ~anager, Sylcor Div. 

- 2 -
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Modification No. 37 
Supplemental Agreement to 
Contract AT(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

I, J. H. Tooher, certify that I am Assistant Secretary of Sylvania Electric 

Products Inc.', named above; that D. B. Metz, who signed this agreement on 

behalf of said corporation, was then Manufacturing Manager.- Sylcor Division, 

' 
of said corporation, and that this agreement was duly signed for and in behalf 

of said corporation by authority of its governing body and within the scope of 

its corporate powers~ 

WITNESS my hand and seal of said corporation this fourteenth day of August, 1964. 

{CORPORATE: SEAL) /s/ J. H. Tooher 
J. H. Tooher, Assistant Secretary 

USDOE 017·330 
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Roland A. Anderson, Aasista nt General 
Counsel for Patents, Germantown 

August 31, 196b 

Randall 0. Erdl971 Chief 
Savannah River Patent Group 

MODIFICATION NO. 37- SUPPI..EHENTAL lGRKSMKNT TO COOTRACT 
AT(J0-1)-1293 Wim SYLVANIA ELECTRIC PRODUCTS, INC. 

CF:AFW:cm 

The subject modification authorizes an increase in obligation of 
funds from $30,870,266 to $)0,934,554 vith $149,677 designated 
as fixed fee applicable to work performed Curing the period 
October 1, 1963 to September 30, 196h. 

"\ 
\ 

• \ 
\ 
' 

OfFICE ._ .:'~at.:~~~~-;L-.. 1 .................... ·····J·-······ ------- --·-- ... . ..... .................... . ..... ----· ----------· ···t·---············· 
. ·. /(_,. ·. . 

___ S_U__;R:::.:.:: ::_:. - ~:.22;;,;{~i.~ J:::::: :::: :_:: :::: ~ ~::~- ::::::::::::::::::::::::: :::::::::::::::::::::::::. :::::::::::::::::::::::::I~::·-~~~:::~~~~ 
Fonn .-u:c-:\18 ( Ro•. J-.\.:1) 
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~ITED STATES .fi.TOMIC ·ENERGY COMMISSION 
Savannah River Operations Office· 

FINDINGS AND DETERMINATION 

Sylcor Division 
Sylvania Electric Products Inc. 

Contract AT(J0-1}~1293 
Modification No. 37 

The_Atomic _Ertergy Commission proposes·tomodify its cost-p1us~iixed-fee 
contract with Sylcor Division, Sylvania Electric Products Inc., to amend 
the scope of work to be performed by the Contractor (luring the period 
October 1, 1963·, through September 30, 1964. · 

I hereby find that a modification to the cost....;p1us-fixed-fee type contract 
is necessary for the fo llowl.ng reasons: 

1: Specifications for the production of mei:~l units are not suffiJeqtly 
definiti:.,e i::o·p~rmit.entering an iiiunediate unit price arrangement, 

2. Program requirements are subject to inunediate change. 

Upon the basis of the findings set ·forth above, I hereby determine that it 
is impracticable to 'secure :servi-ces of the kind and quality desired \llithout 
the use of a cost-plus-fixed-fee ·Supplemen!=al agr~ement, and I hereby authorize 
the use of said sup.p1emental \lgreement. 

BY: 
. H · L Kilburn, Deputy Manage·r · 

TITLE: ·savannah River .Operatior1_~ .Offic~ 

DATE: JUN J o 1964· 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 31 
Supplemental Agre.ement to' 
Contract AT(30-l)-.1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electi:ic Products Inc. 
Hicksville, Long Island, New, York 

SUPPLEMENTAL AGREEMENT TO: Ame~d Scope of work and other provi-sions of the 
Contract 

·EFFECTIVE DATE April 1, 19.64 

RECAPI'fUIATION OF REVISED COSTS AND COMMISSION OBLIGATION 

I .- . -:';-. 
' 

Modification Increase· Modification 
. ~o. 36 (Decrease) No. 3T 

Operating Cost $ 29,049,454 $ 60,.519 $ 29,109,973 

Plarit and Capital Equip~ent 
(Beginning July 1, 1963) 2i6;289 f:;[ -0- 216,289 

Fixed Fee (Operations) 1 2634 z 523 3 2 769 1 2638 1 292 
•. 

Total estimated Cost ··~ 

and Fixed Fee $ 30 2900 1 266 $ 64 1288 $ 30 z 964 ~·554 

Commission Obligation $ 30,870·,266 $ 64;2aa $ 30,934,554 

2:._/ Includes $30,000 for first quarter FY 1965 authorizations not to be 
obligated in.FY 1964 . 

. ; .. ~--. t ~ .• ;,_·::·.;:f.·_'-._; ~:r.;--r,·:,_u:.::; ~;:J<!t!..ti.::~;:-; 
. , 

- . . . . . ~ ~ (-... . 
- -.-_-;_ :=:·::~~::.:.... -=~..::.~-. . . 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modific•tton No. 37-
_/ Supplemental- Agreement to 
- Coni:raet AT(30-l) ..;1293 

SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the.:?f!_;;f' day of · .~ ; 1964, 
-effective April 1, 1964,- unless otherwise hereinafter speciHcayprovided, by 
and between the UNITED STATES OF AMERICA (hereinafter.referred to as· the "Govern­
ment") as represented by the UNITED- STATES ATOMIC ENEiWY c·OMMISSim.f (here~nafter 
referred- to as the "Commission") and SU,VANIA ELECTRIC PRODUCTS INC. (hereinafter 
referred to as the "Contractor") :-

WITNESSETH THAT: 

WHEREAS, as of the lOt-h day of December 
entered into Contract AT(30-:l) -1293 for 
work_ for the Commission; and_ 

1951, the connn:ission and the Contractor 
the. p:rformance by the Contrltor . of. certai> 

WHEREAS, said Contract- has heretofo-re been amended from time to time and· the 
parties desire to further ·amend ~aid-Cont~act to revise the scope of work and to 
amend certain other provisions of the Contract as_he~einaf~er set_forth; and 

WHEREAS, this Supplemental Agreement is authorized by_ the Atomic Energy Act of-
1954, as amended; 

NOW, THEREFORE, the parties hereto do mutually agree as follows: 

1. Paragraph L, Estimate of Cost and Fixed .Fee,· of Article IV - ESTIMATES OF 
COSTS, OBLIGATION OF FUNDS AND FixED FEE, is revise4 _to read as fci llo:ws :" 

"1. Estimate of· Cost and -Fixed Fee.- The presently estimated ~ost of the . 
work under this Contract is ~29·,326,2-62, exclusiv(;'i of the Contractor's 
fix-ed fee. The Contractor's fixed- fee as se-t. forth in p~ragraph 2., of­
Article V of the Contract is $1,638,292. The e~timated c,ost of the work 
as· descdbed in paragraph 1. of the article entitled SCOPE OF WORK for 
the_ period October 1, 1963, to September 30, 1964, is $2,603,099, 
exclusive of the Contractor's fixed feeof $149,677;" 

2. In paragraph 2., Obligation- of .Funds, of Article IV - ESTIMATES OF COST, 
·.OBLIGATION OF .FUNDS, AND FIXED FEE, the -figure "$30,870,2.66'i is -deleted 

and the figure ''$30,934,554"· is substituted therefor. 

3. Subparagraph (e) ·of paragraph 2., Fixed Fee; of Article· V - ALLOWABLE COST 
AND FIXED FEE, is revised to read as follows: 

"(e) The fixed fee app"-licable to the .wo-rk per-formed during the period 
~ctobe-,: 1, 1963, to September 30, 1964, is $149,677 ~" 



·. 
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4. 

' . 
.. 

Modification No. 37 
Supplemental Agreement to 
Contract AT(30-l) -1293. 
SYLVANIA ELECTRIC PRODUCTS .INC.· 

Subparagraph (e) of paragraph 2., Payment of Fixed Fee, of Article VI -. 
PAYMENTS, is revised to read as follows: 

11 (e) For the period October 1, 1963, through.Septembe·r 30, 1964, ninety 
percent (90%) of the fixed fee of $149 ,67-~ shall become due and pay..; 
able in monthly installments as follows: 

October 1963 - December 1963 . 
. January 1964 ... May 1964 · 
June 1964 - September 1964 

$13 ~883 
. 9.;963 
10,811". 

5. Appendix "a" Modification No. 29, Contract AT(30-l)-1293, revised June 30, 1964 
under }1odification No. 3.7, attached ·hereto and made. a part hereof. 

6. All other terms andconditions of the Contract reJ,Ilain unchanged. 

IN WITNESS WHEREOF, the parties· hereto have ex_ ecut.ed this Modtficat.·io:~--.~·._,_·,_·_.·. as of 
the day and year first above written. I 

WITNESSES: 

(Address) · . 

/ . 

(Address) 

.. UNITED S.TA TES OF AMERICA 
BY: U. S. AT. OMIC. ENJI)Y_·y Y. CCOOMMMMIISSSS'ION 

BY: 7f,;C./Ci/~ .. 
H. L Kilburn, Deputy Manag~l' 

TITLE: Savannah River Ooeratjons Offici'· 

INC. 

D. B.· . . . 

TITLE: .tl.ca:nufacturing Manager, Sylcor Di:v. 

.:. 2 -
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Modification No. 37 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA. ELECTRIC PROWCTS INC. 

I; J. M• Tooher, certify that I am Assistant Secretary of 

Sylvania Electric Products Inc., named above; that D. B. Metz, 

who signed this agreement on behalf of said corpora,tion, · waf? 

then Manufacturin,g Manager-Sylcor· Division, of said corporation, · 

~d tb,at this agreement was duly signed for and in 'behalf o:f said 
. . 

corporation by authority of its governi-ng body and within the scope 

df its corporate powers. 

WITNESS my hand and seal, of said corporation, this fourteenth ·. 

. . l day of August, 1964. . . 

(:'R.' M. Tboher, Assistant Secretia,ry 

(Corporate Se8J.) 

'. 
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TO 

. {) ....,.......__ 
·..., ·- lhMTIOH OSA SaN. Me. HO.. U 

/0 ., ;;) 

Oocument N~.· *f1, ef-9-

. UNITED STATES GOVERNMENT Thia document consiata of _;t;_ pages, 

Memorandum No..L- of ....1...copie., Serica ... CZ'"'--

. 
: J_. S. Hopkins, UNCLASSIFIED. DATE: t.UG 2 7 1964 

E.rative 
~.JL,U~t---

FR~_3 r , Director 
~r Budget & Finance Division 

SUBJECT: REVIEd OF SYLCOR PROPOSAL P-64-7 

FB : 1-lER : j l 

~·le have reviewed Sylcor's proposal (P-64-7, August 21, 1964). The 

proposal covers revised costs in August and September, 1964. 

The following scope changes, cost analysis, conclusion and contract 

finance information are submitted for your consideration in preparing 

Modification 38 to the contract. 

(A) Scope Changes (From P-64-6) 

( l) Incre{l.~e in Thorium canning 6, ooq slugs 

(2) Decrease in }furk V-B canning 12 tons. 

(B) Cost Changes 

To accomplish the above net change in scope, Sylcor estimates a 

net decrease in cost subje_ct to fee of $11,850_ with ·a decrease in 

fee of $711. From our analysis of the change in scope and cost 

changes, w.e, believe ··this. change in cost and fee to be reasonable 

. and acceptable. 

' 

GROUP 1 

UClUD£D FROM AUT.O' 
MAliC Dll'litlll!'.ADIND 

AND 11£ClASIIIFICATIOII. 

UNCLAS§Jmpn 

: ~ 

. , ; 

RESTRIGTEH HATA 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan 

USDOE 017815 
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Analysis of Change in Fee Base P-64-7 

ProEosed P-6!±-7 Current P-64-6 
Cost 

Hark V-E $1,238,860 
Mark V-B (Reg.) 888,500 
M:l.rk V-B (1211 ) 68,920 
Dev. 90,850 
Tooling 650 
Thorium 81,050 
Equipment 115,730 
Adj. Zirc. (Prior) (12800) 

Total $2,482,760 

Fee Base by Type of Expense 
Direct Labor 
Direct Yaterials 
Overhead 
G&A 

Adjustments 
Tooling (P-64-4) 
Tooling (P-64-6) 
Fab. Equip. (P-64-4) 
Dev. Prior (P-64-2) 

Net Fee Base 

Fee @ 6% 

Fee Cost 
1 

Fee 
r 

$ 74,332 $1,252,860 $ 75,172 
53,310 920,450 55,227 
4,135 64,030 3,842 
5,451 90,850 5,451 

39 650 39 
4,863 53,250 3,195 
6,944 114,320 6,859 

{lOB} {12800) {108} 

$1482966 $214941610 

P-64-6 
$ 769,010 

676,380 
897,840 
176,230 

(12,000) 
( 2, 750) 
( 8,300) 
( 11800) 

$224941610 

$ 1491677 

$1491677· 

P-64-7 
:~ 764,590 

674,680 
892,410 
175,930 

(12,000) 
( 2, 750) 
( 8,300) 
( 11800) 

$2,482,760 

$ 1481966 

AUG 2 7 1964 

Change 
Cost Fee 

$(14,000) 
(31,950) 

4,890 
-0~ 
-0-

27,800 
1,410 
-0-

$(112850) 

Change 
$( 4,420) 

( 1,700) 
( 5,430) 
( 300) 

$(11,850) 

$( 711) 

$( 840) 
(1,917) 

293 
-0-
-0-

1,668 
85 

-0-

$( 711) 

We have reviewed overhead to direct labor ra.tios, unit costs and personnel and 

find no significant variations from the proposal authorized on June 26, 1964. 

Total estimated costs changes are as follows. The variations are due to underrun 

in June and. July and.tb.the changes in scope outlined above. Actual costs are 

included for the period October 1, 1963 t.o July 31, 1964 and estimates from P-64._7 

for August and September 1964. 

6E8RET 
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i .. ·.: .. ' Activity 

l-~rk V-E 

• 
Y~rk V-B - Regular 
Mark V-B - Long 
Development 
Thorium 
Tooling 
Fabricated Equipment 
Purchased Equipment 

Total 

(C) Conclusion 

P-64-6 

$1,383,007 
977,326 

67,872 
110,567 

62,752 
674 

86,878 
63,700 

$2.-752,776 

P-64-7 

$1,355,095 
936,810 
65,913 

ll0,567 
93,lo6 

674 
82,056 
60,800 

$2,705,021 

ruo-~ 7 1964 

Change 

$(27,912) 
(40, 516) 
( 1,959) 

-0-
30,354 

-'0-
( 4,822) 
( 2,900) 

$(47,755) 

Based on actual production =tuantities through .Tune, 1964, it ,.rould appear that 

Sylcor will deliver the contracted quantities of slugs in the Gontract period. 

We recommend that the proposal (P-64-7) be accepted as submitted. 

(D) Contract Finance Information 

Ca~t and Fee br Activiti Cost Fee Total 

Mark V-E ... ,. ''t" $1,273,819 $ 81,27r;:/ $1,355,095 
¥~rk V-B - Regular 883,500 53,310 936,810 
l-~rk V-B - Long 61,778 4,135 65,913 
Thorium 88,243 4,863 93,lo6 
Development 105,224 5,343 110,567 
Tooling 635 39 674 
Fabricated Equipment 32,056 y 82,056 
Purchased Equipment 60,800 -0- 601800 

·Total $21_556 1055 $1481966 $21705 1021 

-,-
y Includes $6,944 fee on Fabricated Equipment. 

USDOE 017817 
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Recap of Revised Costs and Commission Obligation: 

Summary of Estimated Costs and Fixed Fee 

Z.Iod. 37 

Operating Cost · $29 ,l<Ji,c92'3 
:plant and Capital Equipment C 4~3+'1> 

(Beginning 7/1/63) ;1./~~ )/''/ :Jl', 2'69 
Fixed Fee k ~~ ~2 

Total Est. Cost and Fixed Fee @i$ii!UP 
Commission Obligations 

Operating Cost 

Plant and Capital Equipment 
Fixed Fee 

Total Commission Obligation 

Contract Articles: 

,, .., 1 i J 

1 

. ·-

Increase 
.{Decrease) 

$(39,322) 

( 7,722) 
( 711) 

$(47.755) 

AUG 2 7 1964 

Mod. 38 

$29,070,651 

208,567 
1,637,531 

;$30,916,799 

$29,070,651 

2H , iifl9 :::Z <-'a: .sb i 
1,637,581 

$.)0,92/J 1 52) 

3 o, q '"1 ..., 9' r 

1. Paragraph 1, Estimate of Cost and Fixed Fee, of Article IV - Estimates of 

Costs, Obligatign-··'of Funds and Fixed Fee, is revised to read as follows: 

111. Estimate of Cost and Fixed Fee. The presently estimated cost of 

the work under the Contract is $29,279,218, exclusive of the 

Contractor's fixed fee. The Contractor's fixed fee as set forth 

in Paragraph 2, of Article V of the Contract is $1,637,581. The 

I 
~} 

, (,.0 !, 
I::> ~ (, • 

estimated cost of the work as described in:Paragraph 1 of the 

" ~ -./ I "l. I J., ,. . 
'/. 'V 

. ./Q5,o 
,..: 

Article en~tled Scope of 'tfork for the period October 1, 1963, to 

Septe~ilier 30, 1964, is $2,556,055, exclusive of the Contractor's 

fixed fee of :$148,966.11 

2. In Paragraph 2, Obligation of Funds, of Article IV - Estimates of Cost, 

Obligation of Funds, and Fixed Fee, the figure 11 $30,934,55411 is deleted. 

and the figure 11$30,924, 5~1"'1 is substituted therefor. 
9tt,,7'ir 

4:\[0RET 
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Sub-paragraph (e) of Paragraph 2, Fixed Fee, of Article V -

Allowable Cost and Fixed Fee, is revised to read as follows: 

"(e) The fixed fee applicable to the work performed during the period 

October 1, ·1963, to September JO, 1964, is $148,966." 

4. Sub-paragraph (e) of Paragraph 2, Payment of_Fixed Fee, of Article VI -

Payments, is revised to read as follows: 

"(e) For the period October 1, 1963, through September JO, 1964, nir.ety 

percent (90%) of the fixed fee of $148,966 shall become due and payable 

in monthly installments as follows: 

O~tober 1963 - December 1963 

January 1964 - l~y 1964 

June 1964 - July 1964 

August 1964 - September 1964 
... , '•' 

cc: J. J. Wise, 11anager' s Office 
R. A. Messick, B&F Div. 
N. J. Donahue, T&P 

SiCilET 

$13,883 

9,963 

10,811 

10,492 

USDOE 017819 
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• __,.,.. MAY tt11 EornoH 
~ • OSA GER ML NO. 

• UNITED STATES GOVERNMENT 

TO 

FROM 

Memorandum 
J. S. Hopkins, Director 
Administrative Division 

, -"" •' 
i I.· //'.· 1/J • •. ~ ""'!~l - _,.-· 
v-' '"{ ~·· • ,...-

Ao Y .;. Y.-organ4Director 
Budget and.Ffnance Division 

UNCLASSIFIED 

DATE: SEP 2 4. 1964 

Document No. SR- &3- /O '7.? 

SUBJECT: RE\TINil SYLCOR PROPOSAL P-65-1 Thia document consiata of ..2_ pa~ 

.,o..L_ of ...Z..cop!~ Serie8_/) __ FB: 1-::ER: jl 

~]e have revievred Sylcor 1 s Proposal P-65-1, DCF #2608-H, dated September 10, 
1964 for the period October l, 1964 to September 30, 1965, and submit the 
following comments, cost analysis, conclusion and contract finance 
information. 

Comments 

This Proposal was discussed with Sylcor representatives at NYOO on 
..------"'r'eptember 18, 1964 with the following in attendance: 

-----11 

SROO 

J. J. Wise 
··i 'N. J. Donahue 

Robert HcFeely 
Hartin Robinson 

financial points discussed were: 

a) Budget 

Sylcor 

Boyd Hetz 
Bill l-!andaro 
lG:lton Boll 
Bill Crowley 
A. L. Gannon 

The Sylcor Proposal. as submitted is about $281,000 more than .is 
included for Sylcor in the SHOO Budget. Sylcor was informed .that the 
budget for FY- 1965 is extremely tight and that mea."sur.es should be 
continued tp keep. costs as low as possible. Ja~k Donahue informed 
us that Syieor production would_ probably be cut back and that their 
level in FY 1965 would probably not exceed the financial plan. 

b) Thorium 

Sylcor had included $6,000 for thorium costs in October. :~·e had 
understood that the thorium program vras to have been completed by 
the end of September 1964. Sylcor informed us that the costs included 
for October were for clean-up of the equipment and shipment of scrap 
and that although the canning program for thorium had_slipped due to 
difficulties in metal quality that the above $6,000 was not carry-over .. · 

funding. -RE&IAIGTEU B!JA tf :1.-

UNCLASSIFIED 

~ t! -!!: ~ 
GROUP 1 

:=~- 'J.S. Savin~s Bonds l§£a~Gt the 
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J. s. Hopkins -2- 2 4 1964 

(c) Overhead Ratios 

The ratio of overhead to direct labor continues to rise. The ratio 
in the. contract period ending September 30, 1964 was 117%; the ratio 
for the period 10/1/64 to 9/J0/65 was 146%. 

Sylcor informed us that they realized the ratios were increasing 
but that certain items of overhead such as occup~~cy and security 
were relatively fixed and couldn't be reduced. in relation to direct 
labor, but that continuing review was made to assure that overhead 
items related to direct labor were held to a minimum. 

(d) Fee on Fabricated ?guipment 

In past periods we have had difficulties in relating variation in 
fabricated equipment to cost underrun or to scope changes. 
Consequently, in this· proposal Sylcor was asked to only include 
items of fabricated equipment that could be specifically identified. 
Then if variations occur they can be identified and it '.-Tas agreed 
between SRO and Sylcor that the fee \iould be adjusted accordingly. 
Sylcor will provide SRO copies of equipment work order-s for information 
only. 

(e) Cost Reduct~gp 

It was re-emphasized to Sylcor that close attention should be given 
to cost reduction, and that it is highly L~portant to be realistic 
in reporting cost reductions since they are being ~aasured against 
the budget. 

Cost Analysis 

The estimated co~t by.program for the .ensuing period as compared to the 
·preceding periOd is as follows: 

P-64-7 P-65-1 
'" . 10-1-63 10-1-64 
.I 

Activity 9-30-64 9-30-65 Variation 

Eark V-E $1,355,09# -- 912,479~ "' l~rk V-B Reg. 936,810 540,695 
l-t9.rk V-B Long 65,913 106,116 
Thorium 93,106 6,105 
Development 110,567 -0-
Tooling 674 -0-
Fabricated Equipment 82,056 49,600 
Purchased Equipment 601800 401400 

Total Costs $2,705,021 $1,655,395 $(1,049,626) 

~/ Includes fee on ·fabricated equipment of $6,944 and 82,977, respectiv-ely. 

9fORET 
USDOE 017808 
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J. s. Hopkins -3- r-~r ,... '-~ 1954 

Production {Lbs.) ·P-64-7 P-65-1 Variation 

l'JB.rk V-E $ 682,000 $ 552,000 $ (130,000) 
Nark V-B Reg. 723,000 456,000 (267,000) 

.Unit Cost V-E $1.99 $1.65 $(.34) 
Unit Cost V-B 1.29 1.19 (.10) 

As indicated above, unit costs reflect a desirable decrease even though 
production and total costs sho\v also a significant decrease.· In discussions 
with Sylcor it was deterai....'1ed that these improvements are due to cost 
reduction inplementation. 

Fee Base 

The comparison between the fee base for the two periods is as follows: 

Direct tabor 
Direct V;aterial 
Overhead 
G & A 
Adjustments 

Subtotal 

Fee @ 6% 

... ·,· 

Ratio Overhead to 
Direct Labor 

Overheaci 
Direct Labor 

Ratio 

$ 764,590 
674,680 
892,410 
175,930 
( 24,850) 

$2,482,760 

148,966 

892,410 
764,590 

117% 

$ 442,530 
304,000 
644,720 
132,330 

-0-

$1,523,580 

91,415 

644,720 
-442,530 

. 146% 

The actual overhead direct labor ratio was about 127% in the contract· 
year ending 9/30/64. 

G & A Ratios 

Cost Excl. G & A 
G&A 

Ratio 

2,331,680 
175,930 

1,391,250 
132,330 

As with overhead it is assur.1ed that certain G &.A items (parti~ularly 
Division G & A) are relatively fixed and ratios will increase as scope 
of total costs decline. 

ziEORET 
USDOE 017809 
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Hopkins -4- S EP 2 4. 195-t 

Personnel l<fan-~fonths P-64-7 P-65-1 

l-ark V-E 801 552 
l~rk V-B 610 407 
Thorium 72 5 
Development 73 -0-
Fabricated Equipment 78 41 
Elq>ense 214 ~ 

Total 1,848 1,161 

Year Ending 9/30/64 113 
9/30/65 B9 

The reduction in personnel is due to a reduction in production. 

Conclusion 

Accept the pr.oposal as submitted. This was agreed at the meeting at NYO 
on September 18, 1964. 

Contract Finance Information 

-·; 

l·ark V-E 
f.fa.rk V-B Reg. 
1·fa.rk V-B Long 
Thoriwn 

·•· 

Fabricated Equipment 
Purchased Equipment 

Total 

·, .. 

Cost 

$ 858,020 $ 
510,090 
100,110 

5,760 
49,600 
40,400 

Fee 

54,459~ 
30,605 

6,006 
345 
~ 

-0-

91,415 $115631980 =$==~= 

~ Includes fee on fabricated equipment of $2,977. 

Total 

-· 912,479 ~ 

540,695 
106,116 

6,105 
49,600 
401 400 

$116551395 

US DOE 017810 
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Obligations under the contract should be increased as folim'fs: 

Operating 
Cost &juipment Total 

OperatL~g Cost & Fee 
10/1/64 - 9/30/65 $1,232,019 

Operating Cost & Fee 
7/1/64 - 9/30/65 333,376 

·rotal $1,565,395 ~ 90,000 oiil,655,395 

Less Underrun in 
FY 1964 and Prior Yr. 
Projects ($15,000 
less $7,722 de-
obligated by l·lod. 

{71278} No. 38) {71278) 

Total $115651395 $ 82172.p/ $116481117 

First Qtr. FY 1966 
Equip. Auths. not 
to be Oblig<!-ted in 
FY 1965 ........ . -".~ {151000} {151000) 

other FY 1965 Items 

Stores (9,825) (9,825) 
~iorking Capital {24 1 ~64) (241564) 

Subtotal {241389 {341389) 

Net Increase $1.521,006 $ 671722 $1,598,728 

:' ·, 

5/ Includes $15,000 for first quarter FY 1966 authorizations not to be 
obligated in FY 1965. 

OfOREi 
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Recap of Revised Costs and Commission Obligation: 

Summa~ of Estimated Costs and Fixed Fee 

Operating Cost 
Plant and Capital Equipment 
(Begi~~ing 7/l/63) 

Fixed Fee 

Total Est. Cost & Fixed Fee 

Commission Obligations 

Operating Cost 
Plant and Capital Equipment 
Fixed Fee 

Total Commission Obligation 

Contract Articles: 

Nod. JB 

$29,070,651 

208,567 
1 1 637 1 581 

~30 1 916 1 7.99 

29,070,651 
208,567 

1,637 1 581 

$30 1916·1 799 

Increase 
(Decrease) 

$1,439,591 

82,722 
911415 

$1,613,728 

1,439,591 
67,722 
91 1415 

$1 1 598 1728 

l·bd. 39 

$30,510,242 

291,289 
1 1 7281996 

$32,5:301527 

30,510,242 
276,289 

1 1 728,996 

$321 515, 527 

l. In Paragraph l., Term, of Article III - TERJ:i, EXPIRATION AND TER.t!INATION, 
the date "September 30, 1964," is deleted and the date 11 September 30, 
1965, 11 is substituted therefor. 

2. Paragraph l., Estimate of Cost and Fixed Fee, of Article IV - ESTH;A'Fi..S 
OF COSTS, OBLIGATION OF FUNDS AND ·FIXED FEE, is revised to read as 
follows: 

111. Estimate of Cost and FL~ed Fee. The presently estimated cost of 
the work under this Contract is $30,801,531, exclusive of the 
Contractor's fixed fee. The Contractor's fixed fee· as set forth 
in parqgraph 2., of Article V of the Contract is $1,728,996. 
The estimated cost of the work, as described in paragraph l. of 
the Article entitled Scope of Work for the period October 1, 1964, 
to September 30, 1965, is $1,563,980, exclusive of· the Contractor's 
fixed fee of $91,415.11 

3. In paragraph 2., Obligation of Funds, of Article IV - ESTIEATE OF 
COST, OBLIGATION OF FUNDS, AND FIXED FEE, the figure "$30,916, 799" is 
deleted and the figure "!~32, 515, 527" is substituted therefor. 

iEOt\ET 
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4. ·The following new subparagraph (f) is added to paragraph 2., 
Fixed Fee, of Article V - ALUJ~ABLE COST Alln FIXED FEE: 

"(f) The fixed fee applicable to work performed during the 
period October 1, 1964, to September 30, 1965, is $91,415. 11 

5.. The following new subparagraph (f) is added to paragraph 2., 
Payment of Fixed Fee, of Article VI - PAY~ffiNTS: 

"(f) For the period October 1, 1964, through September )0, 1965, 
ninety percent (9Q%) of the fixed fee of $91,415 shall become 
due and payable in monthly installments of 4>6,856." 

cc: J. J. ~Vise, l<Ana.ger's Office, cy. 2A 
R. A. Messick, B&F Division, cy. JA 
N. J. Donahue, T&P Division, cy. 4A 

-. 

stoUil 
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Roiancl A. Arderaon~ Aeaiat.ant General September 29, 1964 
Counsel for Patent•, Getwmtown 

Randall G. Erdl.q, Chief 
Savannah RiTer Pa.t.ent Group 

CamlACT AT(JO-l)-1293 WI'm SYLJAHIA EU:CTRIC PROWCTS, IHC. 

CP: ATrh em 

The subject contract has been extended from October l, 1964 to 
September 30, 1965 by a na. dated September 28, 1964. 

Sylvania Electric Products, Inc. has aubld.tted a voucher requesting 
payment of a tee retainer for the fiscal year eJrling June 30, 1964 
in the subject contract. 

It wu.ld be Appreciated if you would furnieh an interiJD. patent clearance 
certificate. for the period ~ Jtme 30, 1964. 

cca H. s. Potter, IYOO 

P .S • TO POT'llJla Please adrlse if we 1J1A.7 be ot aDT assistance 1n 
thia .._tter. 

OFFICE .. 

Fonn A,EC-318 (Ru. 94>3) u. •· ~ ........... , •••"ll"c orflc.c l&--e2101-J 
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_____ ,, 

. . . - . ·- ... 
-· ... 

· .... ,_ .. ~- .... -·--

1, ClqSSltl(;qpqn Unc;!Jpr;ged 

~~b&;;~~~= 2-, Cle§~ifipqtipn Ghan~;,;c: i<,; 

APPENDIX "B" TO MODIFICATION NO. 29 
· CONTRACT NO. AT:( 30-1) ""12 9 3 

REVISED OCTOBER 1, i964, UNDER 
MODIF:J;CATION NO. 39 

As provided for in ·paragraph 1 ~ of. Article I of Modification No. 29 of Contract 
No. AT(30~1)-1293, this Append:i,~ "B" describes the scope of work to be performed 
by the Contractor during the period October 1·, 1964, through· September 30, 1965 . 

. 1 . PRODUCTION. 

A. MARK V-B AND MARK V-E (Inner Fuel) 

The Contractor shall manufacture and furnish to the Commission Matk V-B 
and Mark V-E slugs at monthly tonnages as follows: :/ 

.October 1964 
November 1964 
December 1964 

· January 1965 
February 1965 
March 1965 
Apdl.1965 

. M.ay 196.5. 
June 1965. 
"July 1965 
August 1965 
September 1965 

B. EXTENDED LENGTH MARK V-B SLUGS 

Mark V-B (Tons) 
Integral Rib 

21 
18 
19 
19. 
19 
22 
20 
19 
21 
12 
19 
19 

Mark V-E (Tons) 
Integral Rib 

26 
22 
23 
23 
23 
27 
24 
23" 
25 
13 
24 
23 

Undertake the canning .of 560 sets of extended length Mark V-B slugs for 
delivery in accordance with the followi~g .schedule: · 

75 sets by October 19, 1964 
17 5 sets by December 14, 1964 
310 sets by February 28, 1965 
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U. S. ATOMIC ENERGY. C<liHISSION 

Savannah River Operations Office 

Modification No. 38 
Supplemental Agreement to 
Contract AT(30-l)-i293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT TO: Amend scope of work and other provisions of the 
Contract 

EFFECTIVE DATE August 1, .1964 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Modification 
No. 37 

Operating Cost $29,109.973 

Plant and Capital Equipment r.•. - 216,289 
. (Be~inning July ·1, 1963) 

Fixed F.ee {Operations) 1,638-,292 

Tota~_Estimated Cost 
and Fixed Fee ~ 30,964.554 

Commis~ion Obligation 

v\'hen separaled lr~:n endosures handk 

1his dccumenl as UNCLASSIFIED 

CONFORMED COPY 

Increase Modification 
~Decrease} No. 38 

$ (39 ,322) $29,070,651 

( 7. 722) 208,567 

( 7.11} 1 1637 1 581 

H47 175s} po 1 916 1 799 

.. $"30. 916.799 

R.tri"A = 
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U. S. ATOMIC ENERGY CaiHISSION 
Savannah River Operations Office 

Modification No. 38 
Supplemental Agreement to 
Contract AT(30-l) -1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 14th day of :-.~;::.'b~-.r , 1964, 
effective August 1, 1964·, unless otherwise -hereinafter specifically provided, 
by and between the UNitED STATES OF AMERICA (hereinafter referred to as the 
"Government") as represented by the UNITED STATES ATOMIC ENERGY COMMISSION (here­
inafter referred to as the "Commission") and SYLVANIA ELECTRIC PRODUCTS INC. 
(hereinafter referred to as the "Contractor"): 

WITNESSETH THAT: 

WHEREAS, aa of the lOth d·ay of December 1951, the Commission and the Contractor 
entered into Contract AT(30-1)~1293 for the performance by the Contractor of 
certain work for the Commission; and 

WHEREAS, . said Contract has hereto for·e been amended from time to time and_ the 
·parties desire to further amend sai-d Contract to revise the scope of work and 
to amend certain other provisions of the Contract as hereinafter set forth; 
and 

·WHEREAS, this Supp~emental Agreement is authorized by the Atomic Energy Act of 
1954, as amended; 

-NOW, THEREFORE, the parties do mutually agree as follows: 

1. Paragraph 1., Estimate of Cost and Fixed Fee, of Article IV -ESTIMATES OF 
COSTS, OBLIGATIONS OF FUNDS AND FIXED- FEE, is revised to read . as. fo 11ows : 

"1. Estimate of.Cost and Fixed Fee. ~he presently estimated_ cost of the 
work under this Coiltra·ct is $29,279,218, exclusive··of the· Contractor's 
fixed fee. The Contractor's fixed fee as set forth in paragraph 2. 
of Article V of the .. Co~tract is $1,637,581. The estimated cost of the 
work· as d~scribed i,n paragrap·h 1. of the Article entitl~d Scope of 
Work for the period October 1, 1963, to September 30, 1964, is 
$2,556,055, exclusive of the Contractor's fixed fee of $148,966." 

2. In paragraph 2., Obligation of Fun-ds, of Article IV - ESTIMATES OF COST, 
OBLIGATION OF FUNDS, AND FIXED FEE, the figure "$30,934,554" is deleted 
and the figure "$30,916,799" is substituted therefor. 

3. Subparagraph (e) of paragraph 2., Fixed Fee, of Article V- ALLOWABLE COST 
AND FIXED FEE, is revised to read as follows: 

"(e) The fixed fee applicable to the work performed during the period 
October 1, 1963, to September 30, 1964, is $14'8,966." 

USDOE 017333 
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Modification No. 38 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

4. Subparagraph (e) of paragraph 2., Payment of Fixed Fee, of Article VI -
PAYMENTS, is revised to read as follows: 

"(e) For· the period October 1, 1963, through September 30, 1964, ninety 
percent (907.) of the fixed fee of $148,996 shall become due and 
payable in monthly installments as follows: 

October 1963 - December 1963 
January 1964 - May 1964 
June 1964 - July 1964 
August 1964 - September 1964 

$13,883 
9 ,963. 

10,&11 
10,492 

5. Appendix "B" Modification No. 29, Contract AT(J0-1)-1293, revised August 1, 
1964, under Modification No. 38, is attached hereto and_ made a part hereof. 

_6. All other terms and conditions of the Contract remain unchanged. 

IN WITNEss· WHEREOF, the parties hereto have executed this Modification as of the 
day and year· first above written. 

WITNESSES: 

_lsi Grace Golden 

Hicksville, L.I., New York 
(Address) 

Is/ Mary G: Steglic 
; -

Hicksville, L. I., New York 
(Address) 

UNITED STATES OF AMERICA 
BY:_ U. S. AT<liiC ENERGY COMMISSION 

BY: Is I R • C . Blair 

TITLE: ___ M~a~n_a~ge~r~·-S~R~O~O~-----------

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: lsi D. B. Metz 

TITLE: Manufacturing Manager 
Sylcor Division _ 

- 2 -

USDOE 017334 
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Modification No. 38 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

I, --~J~·~M~·-T~o~oh~e~r~---------------• certify that I am Assistant Secretary 

o.f_ Sylvania-Electric Products Inc., n!lmed above; that ....;;D...:·.....::B...:•_;.:M""e""t.=cz ______________ _ 

who signed this Agreement on behalf of said corporation, was then Mfg. Manager 

---------------------------- of said corporation, and that this Agreement was 

duly signed for and in behalf of said corporation by authority of its governing 

body and within the scope of its corporate powers. 

Witn-ess my hand and seal of said corporation this ~ day of ..:O...:c...:t...:o...:b...:e...:r ________ __ 

1964. 

(CORPORATE SEAL) /s/ J. M. Tooher 

.... 

- 3 -
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CONTRACToR: 

U. S. ATOMIC ENERGY COMMISSION 
·Savannah River Operations Office· 

Modification No. 38 
Supplemental Agreement to· 
Contr~ct Ai(30-l)-i293 
SYLVANIA ELECTRIC PRODUCTS INC . 

. Sylvania, ·El~ctrfc Pr~ducts Inc; 
Uicksvil).e, Long Island, New York 

SUPPLEMENTAL AGREEMENT TO: Ameri.d scope of work and other provisions of the 
·Contract··. · 

EFFECTIVE DATE August f, 1964 

. RECAPITULATION . OF·. REVISED COSTS AND COMMISSION 0 BLIGATI 

Modification 
·No •. 37 

Operating Cost $29,109,973 

Plant and CaJ?ital Equipm~nt 216,289 
(Beginning July· L, 1963.) 

·Fixed Fee (Operations).· 1,638,29.2 

~ .. 

Increase 
(Decrease) 

$ (39' 322) 

( 7,722) 

( . 7.11) 

§ (47, 7 55) 

Modification 
No. 38 

$29,070,651 

208~567 

1,637,581 

$30,916,799 

$ 30 '916 , 7 99 



., .,, 

U. S. ATOMIC ENERGY C~ISSION 
·Savannah River Operations Office, 

Modif.ication No. 38 
Supplemental Agreement to 
C6ntract-AT(30~l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS. SUPPLEMENTAL AGREEMENT, entered into· the /~~ da~ of Our:--l.vv .s 1964, 
effective August l., 1964', unless otherwise hereinafter specifically provided, 
by.and between the QNI1'ED sTATES OF AMERICA (hereinafter referred ·to as the 

.. "Government'') as represented by the UNITED STATES ATOMIC ENERGY .COMMISSION (here­
. inafter refe_rred to as the "Commission'.~ and SYLVANIA ELECTRIC PRODUCTS INC . 
. (hereinafter referr"ed to as the ···contractor") : 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission ·and the Contractor 
entered. into Con~ract AT(30-l) -1293 for the performance by the Contractor of 
certain work f9r the Counnission;· and · . 

WHEREAs; said Contract has hereto fore been amended f~om time to time tnd the 
parties desire to further amend said Contract· to revise the scope of work and 
.to amend certain other provisions. of the Contract as hereinafter-set forth; 
and 

WHEREAS, this -Supplemental Agreel!ient· is authorized· by the Atomic Energy Act of 
1954,· as -amended; · 

·. \ 

;NOW~ THEREFORE,. the pardes ·do mutually agree as follows: 

.. 
l. Paragraph l., .Estimate of Cost and Fixed Fee, of Article· IV - ESTIMATES OF. 

COSTS, OBLIGATIONS or FUNDS AND. FIXED FEE, is . reviSed to read as' follows·: 

"1. · Esti~te of Co~~ and Fixed Fee .. The presently estimated cost of the 
·work under this Contract ts· $29,27:9,218, exclusive of the Contractor's 
fixed fee. The Contractor's rtxed fee as set forth in paragraph 2. . 
of Article V of the Contract is $1,"637 ,581. The estimat-ed cost of the 
work as described in paragraph l. of the Article entitled Scope of 
Work for. the ped.od October 1, 1963, to September 30., 1964-, is 
$2~556;055, exclusive of the Contractor's fixed fee of $148,966." 

2. In para:graph 2., Obligation of Funds, of Artie le IV - ESTIMATES OF ·COST, 
OBLIGATlON OF FuNDS, AND FIXED FEE, the figur.e "$30,934,55411 is deleted 
and· the figure"$30,916,799'' is substituted therefor. 

· 3. Subparagraph (e) of paragraph 2., Fixed Fee, of A:rticl:e V - ALLOWABLE COST 
AND FIXED FEE, is revised to read as follows: 

"(e) The· fixed fee applicable to the work. performed during the period 
o.ctober 1, 1963, to September 30, 1964, is $148,966." 



·, 

-·· 

Modiftcation.No. 38 
Supplemental Agreement to ' 
Contract AT(30~1):.;,;1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

'4. Subparagraph (e) of ·paragraph·2., Paymerit of Fixed Fee, of Artie le VI -
PAYMENTS, is revised to read as follows: 

''(e) For the period October 1,. 1963~ .through September 30, 1964, ninety 
percent. (907.) of the fixed fee of $148,996 shall become due and 
payable in monthly installments as follo~s: 

· October 1963 - DeceJUber 1963 
January 1964 - May 1964 
·June 1964 - July 1964 ' 

.August 1964 ~ September 1964 

$13' 883:• ,, 
9,963 

10,811 
10,492' 

. -··· 5~ Appendix 11B11 Modification No. 29, Contract AT{30-l) -1293, ·revised August. 1, · 
1964, under Modific·ation No. 38, is attached hereto and. made a part hereof. 

6. All other term~ and conditions of the Contract remain unchanged . 

. . IN WITNESS .WHEREOF, the parties ,heret~ have executed thi.·s ·Modificatym a·s of 
day and yea£· first above written. 

. · . · · (Address) 

· {Address) 

tJNITED'STATES OF AMERICA 
BY:. U~ S. ATOMIC ENERGY COMMISSION-

BY: /"·)--~ 

SYLVANIA ELECT/VIC RQ~UC s . . . 
. . ~~-./'). ')i'l) _.· ' 

. BY: . ':JI.:J! 'V I I{/ ::=;j ·. . 
D. B. ~tz . 

TITLE: MaRufagt.\11'1~ ·M&~r 
.Syicor Div._ 

- 2 -
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Modification No. 38 
Supplemental Agreement to 
Contract AT(30-l)-1293 

- SYLVANIA ELECTRIC PRODUCTS INC. 

of Sylvania Electric Products Inc., named above; that /). @. fh ~ 1 ?-._ -

who signed this Agreement on behalf of said corporation, was then fk-P6, 111 G r'S,. 

-.::O>"-Cy+-l.-~c.~.~::.,.-r"_..,_--l.{[)..c::.;;....;.l-...:;'-......:....· -~ of said corporation; and that this Agreement was 

duly signed for and in behalf of said corporation by authority of i·ts governing 

-body and within the scope of its corporate powers. 

Witness my hand and seal of said corporation thisd,.«~ day of 

1964. 

(CORPORATE SEAL) 

- 3 -
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CONTRACTOR 

SUPPLEMENTAL AGREEMENT: 
. ·· . 

• , L . •• .• .• 

EFFECTIVE DATE 

0 
U. S. ATOMIC ENERGY COMMISSION 

Savannah River Operations Office 

Modification No. 39 
Supplemental Agreement to 
Contract AT(30-1)~1293 
STLVAKIA ELECTRIC PRODUCTS INC. 

Sylvania Electric Products Inc. 
Hickaville, Long Ialand, New York 

Amend •cope of work and other provisiona of the 
Contract 

Ot:tober 1, 1964 

R!C.I.fiTULATIOM OF REVISED COSTS AND CC!tHISSION OBLIGATION:· 

Modification Inctea1e Modi ficat.ion· 
No. 38 iDecreue). No. 39 

Operating_ Colt ue,o7o,651 $1,439,591 $30, 510. 2'42 

Plant and Capital Bquipment 
(Beginning July 1, 1963) 208,567 82,722 29i.289 

Fixed Fae (Operation•) la637 1!i81 91 14-ls:: 11728,996 

Total !ltimated Co1t 
and Fixed Pee po 191i 1 799 ~1.613.728 pz.~J0,~27 

Commiaaion Obligation $32,515,527 

; 

!1 Includes $15,00~ for first quarter FY 1966 authorizations not to be 
obligated in FY-1965. 

CONFORMED COPY 

.... : •" 

~-' 

USDOE 017339 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 39 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 24th day of Hoveaber , 1964, 
effective October 1, 1964, by and between the UNITED STATES OF AMERICA (hereinafter 
referred to as the "Government.,) aa represented by the UNITED STATES ATOMIC ENERGY 
COMMISSION (hereinafter referred to aa the "C0111111iaa_ion") and SYLVANIA ELECTRIC 
PRODUCTS INC. (hereinafter referred to as the "Contractor11

): 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951, the Commis1ion and the Contractor 
entered into Contract AT(30-l)-1293 for the performance by the Contractor of 
certain vork for the Commia don; and 

WHEREAS, said Contract has heretofore been amended fraa tiae to time and the 
parties desire to further amend 1aid CoQtract to revise the 1cope of vork and to 
amend certain other provision. of the Contract as hereinafter aet forth; and 

WHEREAS, thi1 Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, as amended; 

NOWj THEREFORE, the parties hereto do mutually agree as follows: 

1. In paragraph 1., Tet'ID, of Article Ill - TERM, EXPIRATION.-AND--ttiiMINATION, 
the date "Septeuber 30, 1964," ia deleted and the date t_~eptember 30, 1965," 
ill -substituted therefor. ---. 

2. Paragraph 1 •• Estimate of Colt and Fixed Fee. of Article IV- ESTIMATES OF 
COSTS, OBLIGATION OF FUNDS AND FIXED FEE. ia revl1ed to read aa follow1: 

111. Eatiaate of Colt and Fixed Fee. The presently e1tiaated co1t of the 
vo~ u04lr tht• Contract is $30.801.531, exclu1ive of the Contractor•a 
fixed fee. rhe Contractor'•- fixed fee aa set forth in paragraph 2 •• of 
Article V of the Contract i1 $1,728.996. The estimated coat of the 
vork, u duodbed in paragraph 1. of the Article entitled .S.cope of Work, 
for the period 9ctober 1, 1964, to Septembe~--JO,. 1965, i" $1,563,980, 
excluaive of the Contractor'• fixed fee ot _ _"$91,415. 11 

'-·-

3. In paragraph 2 •• Obligation of Funda, of Article IV • ESTIMATE OF COST, 
OBLIGATION OF FUNDS, AND FIXED FEE, the figure "$30.916,799" is deleted and 
the figur~~2,515,527" is •ub.tituted therefor •. 

USDOE 017340 
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Modification No. 39 
Supplemental Agreement to 
Contract AT(30•l)ol293 
SYLVAHIA ELECTRIC PRODUCTS INC. 

4. n.e following new subparagraph (f) is added to parag?=aph 2., Fixed Pee., of 
Article V o ALLOWABLE COST ABD FIX!D FEE: 

"(£) The fixed fee applicable to work performed during the period 
October 1, 1964, to September 30, 1965, i_a $91,415." 

5. The following new subparagraph (f) is added to paragraph 2., Payaent of 
Fixed Fee, of Article VI - PAYMENTS: 

"(£) For the period October 1, 1964, through September 30, 1965, ninety 
percent (901) of the fixed fee of $91,415 shall become due and 
payable in monthly installaants of $6,856." 

6. Appendix "B" Modification No. 29, u amended, ia further amended as of 
October 1, 1964, and is attached hereto and made a part hereof. 

7. All other te~ and conditions of the Contract reaain unchanged. 

IN VITNESS WHEREOF, the parties hereto have axecuted thil Modification as of the 
day and.year first above written. 

UlUTED STATES b·r AMERICA 
IYI U. S. ATOMIC IHEJlGY C<HIISSION 

JY: /a/ R. C. Blair 

Tl TL!: Manager, SJlOO 

VITNESSIS: SYLV,AMIA ELECTIUC PRODUCTS INC. 

1•1 Grace Golden BY: /a/ w. a. Kanaaro 

Hicksville, L. I.,N. Y. TITLE: Manufacturing Manager 
(Addreu) 

leI Mary G, sterH c 

Hicksville. N. Y. 
(Addreu) 

0 2 -

USDOE 017341 
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Modification No. 39 
Suppl~mental Agreement to 
Contract AT(30-l)ul293 
SYLVANIA ELECTRIC PRODUCTS INC. 

I, --~J~·~H~·-T~o~o~h~•~r~-----------• .certify that I am Aaalatant Secretary 

of Sylvania Electric Products Inc., named·· above; that W. R.. Handaro 

who aigned thia Agreement on behalf of said corporation, vaa then Mfg. Mgr. 

~S~y_l_c_o_r_D_i~v_i_a_i_o_n __________ of aaid corporation, and that this Agreement vas duly 

aigned for and in.behalf of aaid corporation by authority of ita governing body 

and vithin the acopa of ita corporate powera. 

Witnesa my hand and aeal of aaid corporation thia 9th day of November 

1964. 

1•1 J. H. Tooher 

(COR.PORA'm SEAL) 

0 3 -
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UNCLASSIFIED 

Roland A. Anderaon, Assistant General 
Counsel .Cor Patents, Germantown 

Randall G. Erdlq, Chief 
Savannah :River Patent Group 

December J, 1964 

CONTRACT AT(J0-1)-1293 STLVAJUA ELECTRIC PRODUCTS, IRC. • .). 55--
MOD. 10. 39 {DATED OCTOBER 1, 1964) Doo:·.llllent No. SR -_(.::.:.-- J 

. : .. ,.of page!'\ 
Th~~ d:-•:I.D'l~l·' C·':r- ·. - -·· - • . 

~ ::..)~~ ~g ~ :=~r;_'!"S~ CP: RGE :em 
No. _.;.;. ___ or 

The subject contract has been extended to September JO, 1965 to 
provide for additional production of Mark V-B and Mark V-E fuel 
slugs. 

Estimated cost •••••••••••••••••• $1,56),980 

Fixed tee••••••••••••••••••••••• 91,415 

lev obligation of funds ••••••••• $32,515,527. 

C:r. l - ~. -~ • .'>11'.ierson 
2 - Off~~i2l File 
3 - ;?e::~.-=iin';: \He 

l./ 

RE6TRf8T£8 BJ TA 
.... ,., ro'\nt•i'" .. .:,.•rt~ •-:.- .,.,. 
,, ....... - , .... 

UNCLASSIFIED 

OFFICE... ~::1-Qfi.< ... ··········-----·--~-----......................... ------------------------ ........................ -.............. :·f,~" 
1(2_~ .. k 

SUR:::: 'i~~~~~2~~~~l~~~~ :~~~~~~~~~~------~---····· -~::~::::::~:::::~:::::::: :::::::::=::::::::::::::. -~:::::~:~~::~::~~:::::]~~::~::~=~:~~::· 
Form A..EC·318 (Re•. ~$3) •· s §( ijR[f 02701-l 

USDOE 017266 
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CONTRACTOR 

U. S. ATOMIC ENERGY COMMISSION 
Savann.ah Rive·r Operati-ons Office 

' -~· 

Modification No. 39 
Supplemental Agreement to 
C<;>ntract AT{~Owl)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

Sylv_ani.a Electric Products Inc. 
_llicksville, __ Long Ialand, New. York 

. SUPPLEMENTAL AGREEMENT:· Amend scope of work and other p_rovtsions ·of the 
~·- ._._ Contra-ct 

EFFECTIVE DATE October 1, 1964 

RECAPITULA.TION OF REVISED COSTS AND COMMISSION OBLIGATION;?. . . . . . - I . . . . . . . 
. ~~ . -

. . Modification Increase Modification 
·No. 38 . (Decrease) No. 39 .. 

Operating Cost $29,070.,651 . $1,439,591 $3D-, 510 J 2.'42 

Plantand Capital Equipment 
· (Beginning July 1, . 1963) _208' 56 7 6.2, 722 29L289_ 

Fixed Fee (Operation&) -1,637 ~ 581 91,4·15.: 1,728,996 

Total Estimated Coat 
and Fixed Fee ~ 30 I 916 1 799 ~ 1.6~3.728 $32 .• ~30 ,.]27 

'· 

Commission Obligation : §32,5:15,527 

·!.f Includes $15 ,ooo· for first quarter FY 1966_ authorizations not to be 
obligated in FY-1965. 

, J'-. V'· 

} ::. ~ 

. -· . 
. -/~· 

~/-



jJ ~ S. ATOMIC ENERGY COMMISSION . 
Savannah· River Operations Offic:e 

Modification No. 39 
Supplemental Agreement to 
Contract AT(30-1)•1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUP!'LEMENTAL· AGREEMENT, entered into. the ~ij t!! 1 
Cl.ay of· 7Lt-:.--:.·~~-, ,._?I;_ , 1964, 

effective October·l, ·1.964,. by and between-.the UNITED STATES OF. AMERICA (herei~after 
' referred to as.· the "Government") a:s. represented hi tile UNITED STATES ATOMIC ENERGY· 

COMMISSION- (hereinafter referred to. as the 11Commission") and SYi.VANIA ELECTRIC .· · 
PRODUCTS INC. (hereinafter re6~rr.~d to as the "Contractor"): 

WITNESSETH THAT: _· 

WHEREAS, as of the lOth day·of.December 1951, the Commission· and the Contractor 
entered into Contract AT(30-l) -1293 for ·the performance·· by the Contractor of 
certain work for the Cotmllission; and 

. I 
WJIEREAS, said Contract has heretofore been amended from ~ime to . timeland the . 
pard.es desire to further amend s.aid Coi\traci: to revise the scope of work and to 
amend certain· other. prov_islons of the Contract as hereinafter·. set forth; and. 

WHEREAS, this Supplemental Agreement is authorized by the Atomic Energy Act of 
19 54, as amended:; · 

NOW~ THEREFORE, thepa;rties· hereto do-mutually agree as follows: 

1:. In paragraph 1., Term, of Article III - TERM, EXPiRATION AND TERMINATION, 
·the date 11 September 30, 1964.,·" is deleted and the date "September 30, 1965., 11 

is s~bstituted. therefor. 

2. P~ragll'~ph 1'. ,· .Esdmate of Cost and Fixed Fe~, of Article IV - ESTIMATES OF 
. COSTS,. OBLiGATION OF FuNDS AND ·FIXED FEE; -is revised to read as follows: 

"1. Estimate of Cost and FiXed·Fee. The·presently estimated cost .of the 
work under this Contract is $30,801,531, exclusive of the Contractor's 
fixed fee. The Contractoris fixed fee. as set· forth in paragraph 2., of 
Article V of the Contract is $1,728,996. The estimated cost of the· 
work; as described in .paragra:ph 1. of the Article entitled Scope of Work, 
for the period October l; 1964, to Sep.tember 30, 1965, is $1,563,980, 
exclusive of the ·Contractor's fixed fee of $91,415." 

3. In paragraph 2., Obligation of Funds,· of Article IV - ESTIMATE OF COST, 
OBLIGATION· OF FUNDS,. Al-I'D FIXED FEE, the figure ii$30, 916,79911 is deleted· and 
the. figure 11$32,515,527 11 is substituted therefor. 



Modification No. 39 
Supplemental Agreement to 
Contract· AT(30-1)-1293· . 
SYLVANIA ELECTRIC PRODUCTS INC •. 

4 •. The fol19wing new· subparagraph (f) is added to. parag~aph ·2., Fixed Fee,· of·. 
Artie le V . - ALLOWABLE COST AND FIXED FEE: 

. "(f) l'he fixed. fee' applicable to work performed: during the period : 
October ·1, 1964, to s·eptember 30,. 1965, is. $?1,415." 

5 •. The following new subparagraph (f) ·iS. added to paragraph 2., Payment of 
Fixed Fee, of Article VI- PAMNTS: 

. "(f) For the period October .1~. 1964; through Sept~mber 30, 1965:; ninety 
percent (90%) of the fixec;l fee of $91.,415· shall become due· and 
payable in monthly installments of $6~856.'' 

6. Appe~dix "B" M.odification' No. 29,. as amended, is further amended as of 
O~tober 1, 1964, and is at'tached hereto. and made a part hereof.· 

. . 

7. All other terms and conditions of the Co~tract rema.in tincha.nged ·l 
IN WITNESS WHEREOF, the parties hereto have executed this Modification as of the 
day and yea.r first above written. 

UNITED STATES OF AMERICA . . 
BY: · U. S. ATOMIC ENERGY COMMISSION . (!i~Y 

- . . . 

. WI~~SES: ·. . . z:/7 . . 
· .. ··~·-~~ 

(Address}· 

BY: ·.~ 
rt.- -;:. ~~ .. :_.~.-I · • 

TITLE: C,.r.;·n:;:·i'··;;L ;,,·;.c_.-· '-··.>' ,:··.:01s ... ~3· 

· SYLV~I : E~~~;\I~ ,~RODUC~ :J:NC. 

BY: .\ .. j.( "'\\"\(jl__l\ 1.\)~ ·l :·. 

V •· R. Mandaro 
TITLE: IJismlfaotuiotns ~r 

Sylcor D1Vis1on 

- 2 -. 

p., 
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Modification No. 39 
. Supp lementa 1 Agreement to 
Contract AT(;30-l} -1293 
SYLVANIA ELECTRIC. PRODUCTS INC. 

I 
' V. /7}. ;;-;; c_, de /r;: , .certify that I am £}55'/. ·J~ •(/-:7~9-·i7r 

of Sylvania Electric Products Inc., named· above; that tu. 1/ .· /)).,.2/1//) /7 (?O_ 

who signed this Agreement on behalf of said corporation, was then p-j /-~- /)j 6 r( 

Jy/L( ~& .-;} '"", ,!nJ /J _of said corporation, and that this Agreement ·was· duly 
~ .. 

signed for and in behalf of said corp()ration by authority of its g<:>verning ~o:dy 

·.and within the scope of its corporate powers. 

Wit~ess my hand and seal of said corporation this. C) -a_ day of f'v~ v ~--rn ·S(' ···'-

1964. 

(CORPORATE SEAL). 

- 3 -
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UNCLASSIFIED This document consists of l page 
No. f' of /0 copies, Series A. 

SR-A-151 

APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(J0-1)-1293 
REVISED JANUARY 1, 196 5, UNDER 
MODIFICATION NO. 40 

The scope of work to be performed by the Contractor during the period October 1, 
1964, through Sept~mber 30, 1965, as set forth by Modification No. 39 is revised 
to read as fo 1lows: 

1 . PRODUCTION 

A. MARK V-B AND MARK V-E (Inner Fuel) 

The Contractor shall manufacture and furnish to the Commission Mark V-B 
and Mark V.-E slugs at motnhly tonnages as follows: 

October 
November 
December 
January 
February 
March 
April 

. May 
June 
July 
August 
September 

Mark V-B (Tons) 
Integral Rib 

2l 
18 
15 
10 

Mark V-E (Tons) 
Integral Rib 

26 
22 
23 
20 
21 
23 
21 
21 
21 

9 
21 
20 

B • EXTENDED LENGTH ·MARK V-B SWGS 

Undertake the canning of 560 seta of extended length Mark V-B slugs for 
delivery in accordance with the following schedule: 

75 sets by October 19, 1964 
175 sets by December 14, 1964 
310 sets by February 28, 1965 

UNCLASSIFIED. r;r·.-.. ,... ·~.:rn r- "')' 
"*\ .... : .. - ·. t- ( 

USDOE 017348 
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. . 
lf.t~VI!LE, l~Ell YOl::X 

•·· .··• ~e- •. of :t6veftim~nt ()m~j_ Fa.cJ.lf ti~ 
In :t'S~~~Ii¢e:'9i · ~f,~tf CO~E:rcii~;r 'fbrk -

1. For p..or-:POSes of. this &fV~er.1ent all priva-te co!ll1ile:-c1.nl work Yill .. 
be ·referred to aa ·"o.:tside vork•' arJd v.a1· be . cons idere5. \lOr~ for 

.-the ~lcor Qo~ercial P.iant ot Hicksville. ~1 o~tside work to 
be peri'orrned ·~ill be req.leSt-qd on tt1e S;,·lcox- lbrk Order Forr., to 
be .a-pprove-d by the AEC --SEOO prior· to start of work (or in ac._ 
eo:rdane~ witn agreements to be t·.ad.e ·".itll AEC). 

Il. ·Jb~ vork under Contriu:t AT(30-l) -1~3 shall 'at nli til!les, ar.~ vitl.­
ou"t. any _qualification or lim:it'ltion whatsoe-.rer., r.ave "toe ahE>o~:.~te 
priority 1 r. time, effort,· ·and in all· other s~graU'icRnt res~ts 
over ary -01Jtsjde work. · •. is· agreement excl~es· all cost typ.e uork 
nerforned ur-.der or. /.pper~ix "C" agre~en1. sponsored ·oy ·the:. AEC 
aa .Prov!ded _for in the contract· .m~er paragraph 2 of article 1. 

. ,.. 
III. the ~ork to te perton.1ed under· tnJ..s· &.ereer-.ent will e>:clude :t.bt 

AEC Frod~ctio~, lnsp~ction and ~ocess· Control Dcpart~enta in- . 
eluding lbe area occ:.:.p1ed, equip!llent and,personnel. of these depart· 
n:ents. "Jhese departrncnto vill herein~fter be referred to-as AEC' 
Operations Depertmenta. 

IV.· :t.he vork ·to be perf9ree-l ut1der tJtis agree.::.eJJt. will incl.\ule ·t.he 
Area Occ;.tp1ed, li'.qui.pu;erri:. er:d · Fbr:;onnc:l o:r the i"ollollins departtr.ents 
hereioafter referred toss Pro1~ction f~pport Departments: 

Dept. l,l . 
~l 
23. 
24 
ci 

.Nan;e 
cn~wrcar &.;n'iccs 
Engineering ~pt. 
t~cbining Ser~ces 

. Plant· &lgineerifig (Dx·ati.ing· & 
~-tint.) 

Jl~t&llO~~Jb3~ Services 

V. ·Jhe AEC a.;snt. ((bntr~c~· 129j) expenses "'ill be .credited :nonthly on·. ·:. 
0 full cost raimburaement beG~S for all outside VDrk performed by 
the P.-od ..tction Support Departments for the SL'.l!l total of. ·the follow-
f nc ex'Per.se:~ :. • 

• 
1. Di1·ect . .labor ---- . 

l?&Sed on· ac-tual time C.lrd Ch!ll~eE t.o .1ot lJU...,hCrs 88dg.-teil 
to out'lide t~ork. 

ccmtinue~~ 

DOE's Response to Estevez 
FOIA F2003-00195 
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SU..\'Ai1Ik ELEC'.i'niC rnODUClS n~c. 

SYL!;OP. DIVI:3!Ct:; 

Rlee 2 . 

( cc-nti.n:led) 

2. Overhe&d 

k O''"r:O.ead rate to .l'e opplj C'J. t.~ direct.· labor .vhich re~e­
sents tot!ll KEC F.Lant overheed 'incl~tdin(; ·all serv-ice deptU·"I;. 
n1cnt vrorates &nd aecuri ty departn-.ent ex~r.sec. 
i provisiOnal rote vill be· es·bhlishcd. for interi~t ilSe "" 

outside VOl'k, 1hi& prOVi3i:cnal rete lor"ill be adjusted to 
actual ·on a seu.i -annual: basis.· · 

-~ ~ ~preciation of AEC o-:ned F.qu:1 I~£er:t 

An o·.rerhea.d. rate to be applit'!d to direct-labor vhicb repr·t~­
ser:"i:~ tne· deprec;i.otion of ~l1e 9;;.:.;.:i·1:":!.cnt included· in the o 

proiu.:-tton s;.~p:r.:>rt depsrtmcc..tQi. ·~be atlic•u."lt charged '-'ill 
be calculated using the dep:rooi'ntion rates recorded on .AEC 

- .records and v.ill include an fir.:o.,nt to reprea~tt dep:-eciation 
~n fully depreciated iteme • 
.A provisional rate vill be .es't.s':.•l:lahed !or interim u"se on 
outside Vcirk. '.!biB prOViSiqn~ !'Qte. vill be adjusted. to 
actual on.a aemi-nnnunl baois. 
T.be depreciation overhead ra~e ~ill be.arrived"at by dividing 
the ·total di1·ect laboi· of tile Production Support Depa.rlment:5 
into tha total depreciation dollero or the equipment in 
theac ~eprirtmenta plus an cllocation"of the J.dmiOistr&tio~ 
·Departmen~ equipment dep~ciation. DJe to the specialized· 
natux·e of the pl.ating equipment n separate rate vill be 
established for outside pln.tine 1rork in the ·.event sc1cb. vor~~ 
hC;coues. c.·.·ailable. 

4. · Store~ l•b:ti:u•ials 

/r:ry CC):U:BOn USe t:taieria) R \.'! ~'l.:ir£.WU .fi"OC! the ntockroom for· 
use. o:: outside worl; ,.rlll be chnr.:fPe to :the job· on -i;he basis 
of s Jll:O"f·<:!i'J.y approved. Stores J:o.:.~~~t:!.o1t1on chnrg:l.ng. the appro-
vr~u~e O~~ide York or&er. . 

5. Ch·~.:-~ J:'or AEC Jdministro.tion 
• 

A fo ct"or• ~o be agreed U}IOn by the rorti cs 'Will. bE: applied 
·to the awr. of it~ 1 throur;h 4 ·above. tr.ia amoll!'lt. tril.l be 
credited t~ th~ AEC cont1-oct and vill repl'e&~nt u ·charge 
for AJ!;C adminj.stretior1 of the proc:edures o:r 'tl;.iu ngreement. 

continuel 

.. 

.·. ·. 
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VI. 'lhe ibrk Order form· ... .fu ~holt. the job m:.mber:, ctlstw.ne:r, esti~ted 
co~t in detail~~ a coapletedescri~tion of the work to be.done · 
and the 1'ac1lit1es to be used •. ~E- t1edod o~ p~r:forir.e.ncc will' 
also be indicat~ on .the ~ork· order. \-brk t.'ill r.ot be contracted. 
:for in excess of:a six .(6) month pericxi~ 

. . 
VII. ATl_ up-to-date listing_ of ul,l equipr~ent inclwed. in tl1e frod.•.tction 

Support Depbrtm~ts ;,~11 ·be meintsinet; ·showing·. tag nUIMt,e:;o, date 
acqu!Ted, :first. ·coot,_ annual and ~onthl:y ciepreciation·amuil!.Jt;~. 
'!his listinC Vill B..tbst·antiate the mon~nly. depredritfon -8!-..ounte · 
to be used !n developing the Depreciotio~ Overbe~ Rate neacribed 
ln Article V ~ragrapt. 3-

l 
! 

,. 
, . 

.. 
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TO 

FROM 

Of'TICIINAL P'OfiM ~ 
MAY Mi:a UMT10H -. · 
OIA GUC. .... INO. D 

", ... ,., 
UNITED STATES GOVERNMENT 

Memorandum 
J, 3. Hopkins, Director 
A.gmi~strat ive Divis ion 
') / ./}A, ·-- . (. . .., ' t-?· f~·L·n· .. , .. 

"A. Y/ Morg~ii, Director 
Budget and Finance Division 

Sf9REf 
.r 

UNCLASSIFIED 
DATE: I JAN 2 0\965 

SUBJECT: REVIEW SYLCOR PROPOSAL P-65-2 (REVISED) 
Document No. SR-~LL.£ 7 

FB:l·ER:ac 
Tbis document con~i!'l" of ..... ~ .. puo:es, 

\lo-.L. of Lcopies. Se:ies~_.d_ 

We have reviet-1ed 3ylcor 1 s proposal P-65-2 of December 11, 1964 
(DCF 2646-H) for the period October l, 1964 to September 30, 1565 
and submit the following for your 
modification to the contract. 

A. Scone Changes 

(1) 
{2) 
{3) 

The production of Hark V-B is dis continued after January 1965. For 
the period February 1965 through September 30, 1965, the only pro­
duction by Sylcor will be l1ark V-E at the rate of about 20 tons per 
month. 

The reduction in scope as outlined above results in a net reduction 
in costs subject to fee for the period of $281,900 and a fixed fee 
reduction of $16,914 as follm-1s: 

l:1ark V-E 
l·brk ·V-B. Reg. 
Hark V-B 12n 
Thoriwo 
Fab. Equipment 

Total 

Estimates 
P-65-1 

-::---~C~o .... s ... t._· Fee 
$ 858,020 $51,482 

510,090 30,605 
" lOO,llO 6,006 
·, . 5, 760 345 

49.600 2.977 
$1.523.58Q $91.415 

Estimates 
P-65-2 Change 

~--~C~o~s~t~ Fee Cost Fee 
$ 922,930 $55,376 $ 64,910 $ 3,894 

169,380 10,163 (340,71Q (20,442) 
97,660 5,860 (2,450 (146) 

5,760 345 -o-. -o-
45.95Q 2.757 . (3.650) (220) 

$1.241.680 $74.501 $(281.900) $.{.16.914) 

Although there is a net reduction in }~rk V-E production, total costs 
increase because (a) V-E must assume essentially all indirect costs after 
February 1965, and {b) to maintain continuity in the canning process requires 
a certain minimwo level of personnel. This involves the absorption of about 
seven direct people in the V-E canning costs after other V-B \·IOrk is 

discontinued. csftf.3Tftl97:.~ ~?~ v ~. 
UNCLASSIFIED 
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J. S. Hopkins 

Personnel 
Han-Months 
V-E 
V-B Reg. 
V-B 1211 

Thoritun 
Equipment 
Expense 

Total 

Ending 9/30/65 

S£6R£T 
- 2-

~-65-J. 
552 
341 

66 
5 

41 
__l5§ 
1.161 

~ 

Overhead Direct Labor Totals and Ratios 

Direct Labor 
Overhead 
Ratio OH to DL 

P-65-1 
$442,530 

644,720 
l46.o% 

:E-65-g 
593 
111 

55 
17 
46 

..ll2 
944 

_.21 

P-65-2 
$364,228 

556,178 
153,0% 

':.':: . 

l~AN 2 01965 

Cha~e 
41 

(230) 
(11) 
12 

5 
_ill) 
i_2l'Z) 

_ill) 

Oct,-Nov, 
Actual 
~ 87,858 
113,368 

129.@ 

Based on a declining level of operation we consider the overhead total and 
ratio to be reasonable, The more variable overhead items reflect appro­
priate decreases. 

Unit Cost 
Hark V-B 
l~rk V-E 

........ P-,65-1 
$1.19 
1.66 

P-65-2 
~1.35 
1.98 

The unit costs are not considered unreasonable based on the low level of 
produc.t ion. 

Conclusion 

Based on a declining level of production, the estimates are reasonable and 
we recommend acceptance of t~e proposal_ (P-65-2) as submitted, 

Contract Finance In!ormation 

The revised estimates of cost and fixed fees are as follows. Actual costs 
are included for October and November. 

USDOE 017803 
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J, s. H~pkins - 3 - tJAN 2 01965 

P-65-2 
Total Actiyity Cost · Fee 

Hark V-E $ 922,024 $58,133af $ 980,157 
173,258 

96,973 
27,153 
50,200 

};iark V-B Reg. 163,095 10,163 
Hark V-B 1211 91,113 5,860 
Thorium 26,808 345 
Fab. Equipment 50,200 sf 
Purchased Equip. -=---'9"".uB.u.OO~ -a-

Total $1.263.0AO J74.501 
9.800 

·R1. 337.541 

P-65-1 
$ 912,479 

540,695 
106,116 

6,105 
49-,600 
40.400 

91..655.395 

jy Includes fee of $2,757 on f~bricated eq_uipment. 

Chan~Je 
$ 67,678 

(367 ,437) 
. (9,143) 

2l,o4sb/ 
600. 

(30.600) 
:;?<317 .854) 

JJ/ -~ fee \/aS paid on the majority of the thorium \IDrk in the contract 
period ending 9/30/64. The 'Hork \las delayed. because of difficulties 
beyond the control of Sylcor; consequently, the costs have been 
incurred in this .period for the carryover work. Cost subject to fee 
is S5,760, · 

Obligations 

The obligation under the contract is decreased $(312,854) as follows: 

-,:...·;,· 
Nark V-B Reg. 
Hark V-B 1211 

J.Jark V-E 
Thorium 

Total Operations 

Equipment 
Total 

Recap of Costs. Fixed Fee and Obligations 

Operating Costs ~ 
Plant and Capital'Equipment 
(Beginning July 1,.1963) 
Fb:ed Fee (Operations) 

Total Estimated Cost 

Commission Obligation 
Operation 
Equipment 

l)od. 39 
i";30; 510,242 

291,289 
l. 728.9£6 

~32.530.527 

~~32, 515, 527 

$(367 ,437) 
( 9 ,143) 
67,678 
21.048 

$( 287.854) 

~) (25.000) 
$( 312.854) 

Increase 
(Decrease) 
~(270,940) 

(30,000) 
(16.914) 

$(317 .854) 

)(312,854) 
(287 ,854) . 

(25,000) 

tj:>d. 40 
$30,239,302 

·_261,28sW 
1. 712.082 

$32.212.s1W' 

~~32,202,673 

g./ Includes -~10,000 first quarter FY 1966 equipment requirements 
that are not being obligated • 

._~4 ;~- I~ • 

~ .. .-·J., (___"- :· . 

USDOE 017804 
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J. s. Hopkins - 4- ~~AN 2 0 1965 

Contract Article Changes 

1. Paragr~ph 1., Estimate of Cost and Fixed Fee, of Article IV - ESTI.HATE3 
OF COSTS, OBLIGAT!Oll OF FUNDS AND FIXED FEE is revised to read as 
follows: 

2. 

3. 

4. 

11 1. Estimate of Cost and Fixed Fee. 'l'he presently estimated cost of 
the 1-10rk under this Contract is :;30,500,591, exclusive of the 
Contractor's fixed fee. The Contractor's fixed fee as set forth 
in paragraph 2., of Article V of the Contract is ~1,712,082. The 
estimated cost of the \Wrk, as described in pere..gr:::ph 1. of the 
Article entitled Scope of Work for the· :Period October 1, 1964, 
to September 30, 1965, is '~1,263,040, exclusive of the Contractor's .. 
fixed fee of $74,501. 11 · • 

In paragraph 2., Obligation of Funds of Article N - E;:,"~'IHI\'l'E OF COS"'T, 
OBLIGATIOH OF FilliDS, AND FIXED FEE, the figure 11 ~2,515,52711 is deleted 
and the figure 11 $32,202,67311 is substituted therefor. 

Subparagraph (f) of paragraph 2., Fixed Fee, of Article V - ALWHABLE 
C03T AND FIXED FEE is revised to read: 

11 (f) The fixed fee applicable to work performed during the period 
October·.- t~ 1964, to September 30, 1965, is $7 4, 501. 11 

Subparagraph (f) of paragraph 2., Payment of Fixed Fee, of Article VI -
PAYNENTS is revised to read: 

11 (f) For the period October 1, 1964, through September 30, 1965, ninety 
percent (90%) of the fixed fee of ~74,501 shall become due and 
payable in monthly installments as · follo"1s: 

October-November 1964 
December, 1964 - September, 

1965 
:' . 

$6,856 

5,334 

cc: J. J. Wise, ·~nager 1 s Ofc., cy. 2A 
R. A. Messtck, B&F, cy. 3A 
N. J. Donahue, T&P, cy. 4A 

e:r.cJ>. :-; r .., · ,._ L.l · a 
.· ... .,. ...... ;· .. 

USDOE 017805 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modificat·ion No. 40 
Supplemental Agreement to 
Contract AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT: Amend scope of work and other provisions of 
the Contract. 

EFFECTIVE DATE January 1, 1965 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Modification Increase Modification 
No. 39 {Decrease} No. 40 

Operating Cost $30,510,242 ${270,940) $30,239,302 

Plant and Capital Equipment 
(Beginning July 1, 1963) 291,289 (30,000) 261,289 ~/ 

Fixed Fee {Operations) 11728 1996 {161914} 11712.082 

Total Estimated Cost ~3215301527 H311 1854} · p2 1212 1673 !_I 

Commission Obligation $32,515,527 $(312 ,854) $32,202,673 

Operation {287 ,854) 

Equipment ( 25 ,000) 

~I Includes $10,000 first quarter FY 1966 equipment requi~ements that are 
not be'lng obligated •. 

d I m endo~·Jres handle 
When sep;;ra!e m ED 

' I - UNCLASSifl lh.1:; c;ocurr.cn. a~ 
CONFORMED COPY 

S:SRET 
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u. S. ATOMIC ENERGY COMMISSION 
Savannah River Operationa. Office 

Modification No. 40 
Supplemental Agreement to 
Contract No. AT(J0-1)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 26th day of February , 1965, 
effective January 1, 1965, by and between the UNITED STATES OF AMERICA (herein­
after referred to as the "Government") u represented by the UNITED STATES ATOMIC 
ENERGY COMMISSION (hereinafter referred to as the "Co111111i1111ion") and SYLVANIA 
ELECTRIC PRODUCTS INC. (hereinafter referred to as the "Contractor"): 

WITNESSETH THAT: 

WHEIEAS, a1 of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(J0-1)-1293 for the performance by the Contractor of 
certain work for the co-iasio'n; and 

WHEREAS, aaid.Contract has heretofore been amended from time to time and the parties 
de1ire to fUrther amend said Contract to reviae the scope of work and to amend 
certain other provision• of the- Cont~act as hereinafter •et f~rth; and 

WHEREAS, thi1 Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, aa amended; 

NOW, THEREFORE, the parties hereto do mutually agree as follows: 

l. In Article I -SCOPE Of WORK, paragraph 3. is renumbered paragraph 4., and 
the following new paragraph 3. ia added: 

"3. Notwithstanding any other provisions of this Article and/or Contract, 
the Contractor may utilize in Site. "A" the area occupied, equipment 
and personnel of Department No. 21 - Chemical Servicea, Department 
No. 23 -Engineering Department, Department No. 24 -Machine Services, 
Department Nq. ~7 -Plant Engineering (Drafting and Maintenance), and 
Department Ro: i9 -Metallography Services, to perform non-nuclear 
services or work for private commercial interest under the terms and 
conditlon1 .-.et forth. in the letter dated October 23, 1964, froiD 
R. C. Blair tow. R. Mandaro, Manufacturing Manager, Sylcor, aa 
accepted and implemented by W. R. Mandaro's letter and attachment 
thereto dated D~cember 4, 1964, addressed toR. C. Blair, which 
letters and attachment are incorporated herein by reference, and 
upon. the further condition that the Contractor does hereby release 
the Government of all responsibility with respect to 1uch work and 
agrees that it shall indemnify and hold harJDleaa the Government and 
the Commission from liability of any type arising out of or ln the 
cour1e of the performance of any such work. The conditions set forth 
in the letters aforeaaid may be JDOdifled froiD time to time, ln writing, 
by mutual agreement of the parties, without the necessity of formally 
amending the Contract." 

USDOE 017345 



J 

I. 
J 
Jn~ 

.r-

Modification No. 40 
Supplemental Agreement to 
Contract No. AT(JO-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

2. Paragraph. l., Estimate of Cost and Fixed Fee, of Article IV - ESTIMATES 
OF COSTS, OBLIGATION OF FUNDS AND FIXED FEE, is revised to read as 
follows: 

"l. Estimate of Cost and Fixed Fee. The presently estimated cost of the 
work under this Contract is $30,500,591, exclusive of the Contractor's 
fixed fee. The Contractor's fixed fee as set forth in paragraph 2., 
of Article V of the Contract is $1,712,082. The estimated coat of the 
work, as described in paragraph 1. of the Article entitled Scope of 
Work for the period October 1, 1964, to September 30, 1965, ia $1,263,040, 
exclusive of.the Contractor's fixed fee of $74,501." 

3. In paragraph 2., Obligation of Funds, of Article IV -ESTIMATE OF COST, 
OBLIGATION OF FUNDS, AND FIXED FEE, the figure "$32,515,527" is 'deleted 
and the figure "$32,202,673" 1e substituted therefor. 

4. Subparagraph (f) of paragraph 2., Fixed Fee, of Article V - ALLOWABLE COST 
AND FIXED FEE, is revised to read: 

"(f) The fixed fee applicable to work performed during the period 
October 1, 1964, to September 30, 1965, 1a $74, 501." 

5. Subparagraph (f) of paragraph 2., Payment of Fixed Fee, of Artie le VI -
PAYMENTS, is revised to read: 

"(f) For the period October 1, 1964, through September 30, 1965, ninety 
percent (90l) of the fixed fee- of $74,501 shall become due and pay­
able in monthly installments as follows: 

October-Movember.l964 $6,856 
December 1964 - Septamber 1965 5,334 

6. Appendix "B" Modification No. 29, as amended, is further amended aa of 
January 1, 196~, and is· attached hereto and made a part hereof. 

7. All other terms and conditions of the Contract remain unchanged.· 

- 2 -
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Modification No. 40 
Supplemental Agreement to 
Contract No. AT(JO-L)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

IN W~TNESS WHEREOF, the parties hereto have executed this Modification as of 
the day and year first above written. 

WITNESSES: 

/s/ Grace Golden 

Hicksville, K. Y, 
(Addresa) 

/s/ Mary G. Steglic 

Hicksville,~. Y. 
(Address) 

UNITED STATES OF AMERICA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: /s/ R. C. Blair 

TITLE: Manager. SROO 

SYLVANIA ELECTRIC PRODUCTS, INC. 

BY: /s/ W, R, H~ndaro 

TITLE: Manufacturing Manager 
Sylcor Division 

I, ----~J~·~K~·~T~o~o~b~e~r~----------• certify that I am Asst. Secretary 

of Sylvania Electric Products Inc., named above; that W. R, Handaro 

who signed this Agreement on behalf of. said ·corporation, was then H£g. Hgr.-

Sylcor Division of said corporation, and that this Agreement was 

duly signed for and in behalf of said corporation by authority of its governing 

body and within the scope of its corporate powers. 

Witneu my hand and seal of said corporation this 15th day of Februuy 

1965. 

/s./ J. H, Tooher 

(CORPORATE SEAL) 

- 3 -
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MAY 1 'l, 1965 
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SYLCOR DIVISION 
sylvania Electric Products Inc. 
Hicksville~ New York 

DA'l'E: May 19, 1965 

TO: M. Boll 
w. crowley·/ 
J. Grano 
H. Grieb 
G. LaPier 
J. McCarthy 
w. Nelson 
L. Sarna 

The close-out of the 1293 contract announced today is, 
as you realize, a major task. we plan to end the 
production operations prior to the vacation shutdown. 
The necessary inventories, the decontamination of 
equipment and areas, and the dismantling-, packaging, 
and shipnent of equipment, will take place between the 
end of production and September 30. Considerable negoti~­
tion with the Commission will be necessary before the 
details of specifically what equipment will be transferred 
and to what location it will go are determined. 

We will be given an opportunity to procure some of this 
equipment for our own cormnercial use. I would request 
that all department heads provide Bill Crowley with lists 
of equipment that they have an interest in. we must 
remember that such iterlls are subject to prior claim by 
the Commission. we cannot promise that We can obtain all 
of this equipment. Availability; cost, and long range 
usefulness to Sylcor must be considered. 

General. direction of the close-out and liaison between 
SROO and Sylcor will be handled by nr.fsel.f and Mr. James Hopkins, 
Director of the Administrative Division, SROO. Milton Boll · 
will be my alternate in this capacity.. Department heads 
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SYLCOR DIVISION 
sylvania Electric Products Inc. 
Hicksville. New York 

List -2- May 19, 1965 

Will be work.1nq with representatives of SROO in their 
area of responsibil.1 ty, i.e. , financial, legal, safety, 
security, etc. Ed Meyer will have the over-all responsi­
bility for the coordination and direction of the physica1 
phases of the equipment removal and scrap reprocessing. 

As negotiations progress we will keep you informed. 

WRM/qg w. R. Mandaro 
cc: All Supervisors 
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) 
SYLCOR DIVISION 
Sylvania Electric Products Inc • 

. Hicksville, New York 

'1'0: ALL EMPLOYEES 

May 19~ 1965 

we have been notified today by the Atomic Energy Commission that 
our contract with the Savannah River operations Office will not 
be renewed when it expires on September 30, 1965. 

The reason that our contract will not continue is closely tied 
to the over-a11 reduction in the government's atomic weapons 
programs. You will recall announcements made by President Johnson 
last year. The point has been reached where the product we 
manufacture is no longer needed in quantities sufficient enough 
to maintci!n our operation. 

There will be an orderly phase-out of the program at Hicksville. 
we must complete our present schedule through July 16, 1965. All 
production will end as of th&t date.. We plan to have our regularly 
scheduled vacation shutdown in the last two weeks of July. On 
return from vacation we will proceed to prepare for the return of 
all government-owned materials, scrap, and equipment. The close 
out of this contract of over ten years standing will be no little 
taSk both in the physical. disposal. of the property and the 
administrative details that are necessary. As we see the task 
before us we feel certain that all employees currently on the pay­
roll will be needed to complete the job. 

This close-out of contract 1293 will not have an immediate effect 
on our commercial operation. When the phase-out is completed, a 
limited number of salaried people will be absorbed into the 
commercial plant and our regular seniority policies will prevail 
for our hourly employees. We plan no layoffs before mid-September. 

we regret very much that the Commission was forced to take this 
action. All employees of this division have been commended by 
the Commission for the excellent job that has been done through 
the years on this contract. We are extremely proud of the reputation 
we at Sylcor have established with the AEC and with other federal 
agencies.. We intend to carry out the remainder of our contract in 

-cont•d-
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S')!LCOR DIVISION 
Sy1vania Electric Products Inc. 
Hicksville, N.Y. 

TO ALL EMPLOYEES -2- .May 19, 1965 

good faith and to the best of our abilities. We are sure that 
t.hi.s wil1 stand us in good stead when the opportunity arises for 
future contract work with any government agency. 

I personally want to thank you for the help and cooperation you 
have given me and the rest of the management at Sylcor through 
the years. I know that :t can count on your continued cooperati.on. 
When all of our plans are complete you will be informed and kept 
informed of as much detai1 as possible by your supervisors. 

WRM/gg w. R. Mandaro 
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• t. . Responsive Record 14 · 

1st Review Date: ~termination (Circle Number) 

A · · 1. Classification Unchanged 

· N8me:·1-J.!-_.;;::;.:;..l~Ft-J&-~ 2. Classification Olanged To: · 

2nd Review Date:~~'""+ 
. Authority: ADD 

APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(JO-:-l)-1293 

·Name: 
REVISED JUNE 1, 1965, UNDER 
MODIFICATION NO. 41 

T~e scope ?f work to 
1964, through September 
to read as fo~lows: 

Contr~ctoi during the period O~tober 1, 
as set f~rth by Modification No. 39 is revised 

1. PRODUCTION 

___ .A; . MARK V.-B AND MARK V~E (Inner Fuel) 

The Contractor shall manufacture and furnish. to. be Cotmnission Mark V-B "and 
Mark V-E siugs at monthly tonnages as· follows: 

October 
November 
D~cember 

Jan~ary 

Februa-ry 
·March 
.1\.pril 
May 
_June 
July 
August. 
September 

B. EXTENDED LENGTH MARJ<. v ~ ii S·LUGS 

Mark V-B (Tons) 
Integral Rib 

21 
18 
15 
10 

I 
Mark v'-E ·(Tons) 

Integral Rib· 

26 
22 
23 
20 
·21 
23 
21 
21· 
28 
"12 

Undertake the canning of 560 sets of e~tended length Mark V-B slugs for 
delivery in accordance ·with the following schedu 1e: 

C. tHORIUM 

7 5 sets by oc·tober 19, 1964 
175 sets by. December 14, 1964 
310 sets .by February 28; 1965 

Strip appro:x:imately 800 thorium slugs for transhipment to textron, Inc., by· 
March ·31, 1965 .. · 

. Response Jo . 
FOIA (SR}- 04-028 

;[ , 
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~; t • Responsive Record 14 

~termination (Circle Number) 

· 1. Classification Unchanged 

·~__...;~~FJ-1"-~ 2. Classification Olanged To:· 
. . 

2nd Review Date:-+1~~ APPENDIX "B" TO MODIFICATION NO. 29 
CONTRACT NO. AT(30-:-l)-1293 Authority. ADD 

·Name: 
REVISED JUNE 1, 1965, UNDER 
MODIFICATION NO. 41 

The scope of work t6 
1964, through September 30, 
to read as follows: 

Contr~ctoi during the period O~tober 1, 
as set forth by Modification No. 39 is revised 

1. PRODUCTION 

"A; . MARK V-:-BqAND MARK V:-E (Inner Fuel) 

The Contractor shall manufacture and furnish to. be Commission Mark V-B ·and.· 
Mark V-E siugs at inonthly tonnages as follows: 

October 
November 
D~cember 

January 
February 
·March 
April 
May 
.June 
July 
August. 
September 

. . . . : . . . . 

Mark .V-B (Tons) 
Integral Rib 

21 
18 
15 
10 

I 
Mark V-E ·(Tons) 

Integral Rib 

26 
22 
23 
20 
-21 
13 
21 
21· 
28 
"12 

B. EXTENDED LENGTH t1ARJ<. v~B s·Lucs. 

Undertake the canning of 560 sets of extended length Mark V-B slugs for · 
delivery in-accordance .with the following schedule: 

75 set~ by O~tdber 19, 1964 
175 sets by December ·14, 1964 
310 sets .by february 28; 1965 

· C . tHORIUM 

S tri·p approximately 800 thorium slugs for transhipment to Textron, I ric., by· 
March 31, 1965 .. 

;_. 
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SYLVANIA 

'Y: 
----;=_-,Wells 1-3600 

Tw-A ~'lo. Hkvl 2368 

SYLVANIA ELECTRIC PRODUCTS INC. A S•b,;d;.,, ol GENERAL TELEPHONE & ELECTRONICS CORPORATION 

UNCLASSIFIED Sylcor Division 

Mr. R. c. Blair, Manager 

August 19, 1965· 

Cantiague Road 

Hicksville, N.Y. 

Nhen- sep;;<are~~odo~"re~ h;,,.dlo 

!his "dcx:urnerrt IJ~ UNCLASSIFIED 

U.S. Atomic Energy Commission 
Savannah River Operations Office 
P. 0. Box A . 
Aiken, S.C. 

Dear Mr. Blair: 

Attached is our submission (P66-l) of the estimate 
of costs for the work associated with the termination 
of Contract AT(30-l)-1293 for the period August 
and September 1965. 

I will be at Savannah River on August 20 to discuss 
the details of this _proposal. 

WRM/gg 
Att: 

UNCLASSIFIED 

NUCLEAR FUEL ELEMENTS 

; ... I 

Yours very: truly, 

SYLCOR DIV):SION 
SYLVANIA ELECTRIC PRODUCTS INC. 

r· 0C:~/ \·,. 
~~-\)\\~'\~A ~~A •) 

w. R. Mandaro -~ 
Manufacturing Manager 

. r l ~: ' ; ) I :.- "! _:, 
I.,_ . 

CUSTOM METALLURGY 

USDOE 017881 
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. SYLCOR DIVISION 
SYLVANIA ELEC'i'RIC PRODUCTS INC. 
HICKSVILLE, NEW YORK 
CONTRACT AT(30-l)-1293 UNCLASSIFIED 

FUNDING SCHEDULE 
P66-l 

SCHEDULE 2 

B U D G E T 

1. NUMBER OF EMPLOYEES 

A. Classif1oation 

Non-exempt 
Exempt 

TOTAL 

B. Program Utilization 

t>1ark VE 
AEC Closing Costs 

TOTAL DIRECT EMPLOYEES 
TOTAL EXPENSE 

TOTAL ... 

AUG SEPT 

37 
4 

41 

10 
g2, 

35 
6 

41 

32 
4. -

30. 

30 
6 

36 

2. COST BREAKDOWN BY ELEMENTS OF COST BY PROGRAMS (OO's omitted) 

MVE Closing Total 
Direct Labor T.l 31.0 36.1 
Overhead 8.3 51.0 59.3 
Direct Charges 2.0 83.0 85.0 
G&A 1.7 16.3 18.0 -
TOTAL COST 17.1 181.3 198.4 

:' 

UNCLASSIFIED 

USDOE 017883 
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UNCLASSIFIED. 

SYLCOR DIVISON 
SYLVANIA ELECTRIC PRODUCTS INC. 
HICKSVILLE, NEW YORK 
CONTRACT AT(30-l)-1293 

Fee Proposal 

P66-1 August & September 1965 
Less: Reduction or cost applicable to 1,456 pes. 

o£ MVE not shipped against schedule 
contained in proposal P65~3 

Total Estimated Cost 

6% Fee 

Aug1 1956 5187 
Sept, 1965 5186 

Total · 10,373 

UNCLASSIFIED 

3 . ': 
~; L __ I I l._ !L 

-... .· 

r, 

FUNDING SCHEDULE 
P66-l 

SCHEDULE·3 

$198,360 
(25,480) 

$172,880 

$10,373 

USDOE 017884 
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;- PJt RUUNY 

DE RU£JtXS 048 2592024 
lMft uuuuu 
T 516-433-9526 
P l&tOlOZ _ 
·r" R C BLAIR USAIC N AUGUST~ SC 

1/ 1.7/I:N-

TO V R ~ANDARe SltCOR· DIV SY.LVANIA ELECTRIC Pft0DUIJ5 !Me HICXSVILL! 
tt-Y 
A£C 
8T 

UNCLAS EFfECTIVE IMMEDIATELY UPO~ RECEIPT or YOUR COMCURRVtC['( 
PARAGRAPH 2 CMM ARTICLE VIII C!'!!l! SETTLEfUNT OF OeY'ERiftlftHT . 
IMPROYEMENTS CAM OT CONTRACT AT/30·1/-1293 SHALL BE AMENDED TO READ 
AS fOllOVS 
'"UPON TiftMlMATIOO OR EXPIRA-TIOH OF THIS AGREEPIENT CMM THE APPRAISED 
NET SALVAGE VALUE OF TH! IMPROVEMENTS SHALL BE DETERMINED BY MUTUAL 
ASREEMEtH OF THE PARTIES FOLLOWPfG SEPARATE APPftAISALS TO BE MAO[ 
BY AN APPRAJSER TO -BE SELECTED BY THE GOVERNPIENT AND AN APPRAISER 
TO BE SElECTED BY THE CONTR.I\CTOR. PROMPTLY FOLLOWING DETE~ !NATION 

. .-

.. Of' TH[ APPARAISED VALUE I~ PLACE MEl THE APPRAISED NET SALVAGE VALUE 

. PAGE 2 RUEPXS 048 UNCLAS, ) 
CNIITT'it. .. COHTRACTOR-SUAU.-L'J. GOOD FAlltl_f~-~~H~~~-GOTIATE lrt'IPi AND P.AL 

- -~·- TO HI GQyERNU»l-AN-- ADIOUMT ~AL _ta__tHE__MUTAJJ.Y __ ~SRl:E!rvnm.-or--

~,~~'-.- lfrt/:~~~futfc:~I~~~;~~ ;~R~~ ~~~~~A~:~LV~U~-~~R~t:~~ 
~MD TME CURRENT VALUE TO THE CONTRACTOR Of SUCK IMPROVEMENTS. IN 
NO _EV~NT SHALL THE I'IUTUALLY AGREED VALUE BE LESS THAN THF. APPRAISE!) 
NET SALVAGE VALUE Of THE I~PROVE~ENTS. FAILURE TO AGREE UPON EIT~ER 
THE APPRAISE!) VALUED VALUE IN PLACE C~ T~E APPRAISED NET SALVAGE C~~ 
OR CMM THE MUTUALLY AGREED VALUE PURSUANT TO THE FOREGOING PROVISIONS 
OF THIS ARTICLE SHALL BE CO~SIDERED A !.HSPUTE TO BE SE.TTL~D IN 
ACCORDANCE ~ITH THE GENERAL pqoviSIONS Of THIS CO~TRACT E~TITLE!) 
DISPUTES." REF C-AI'IC 
BT 

NNNNo 
SYLCOR IHCVL 

_;, , ..... 
; .. 
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UNITED STATES GOVERNMENT 

Memorandum UNCLASSIFIED 

TO J. S. Hopkins, Director 
Admfnlstr~~ive~~i~ision 

DATE: SEP? 0 1965 

A ( ~: t£r£~~:--· J~ector Vocument No. SH.- F ([.- 1/...f:.. 0 

Budget' and Finance Division 
FROM 

fbis documer.t consists of _!t_ pag::3. 

SUBJECT: REVISED SYLCOR PROPOSALS P-65-3 AND P-66-2 'ijo...J_ of __l___cooie.a. Series _.fl_ 

FB:MER:ebk 

We have reviewed Sylcor 1 s revised proposals for the period ending 
September 30, 1965 and submit the following for your consideration 
in modifying the contract, 

I. Scope Changes 

The 
(a) 

(b) 
(c) 
(d) 

changes that warrant a rev~s~on in the fee base 
Reduction in Mark V-E production -

August and September 1965 
Reduction in Mark V-E production - July 1965 
Underrun in fabricated equipment 
Close-out costs equipment dismantling, 

decontamination, etc • 
.•. ... 

are: 

82,000 lbs. 
13,500 lbs. 

With the above scope changes we have derived the following fee base, 
. all items being based on estimated costs. 

P-65-2 P-65-3 P-66-2 Total 
10-1-64 5-1-65 8-1-65 Revised Current Change 
4-30-65 7-31-65 9-30-65 Fee Base P-65-2 + or ( -) 

Mark V-B Reg. $169,380 $ -0- $ -0- $ 169,380 $ 169,380 $ -0-
Mark V-B 1211 97,660 -a- -a- 97;660 97,660'. -0-
Mark V-E 523,61?0 201,100 -a- 724,750 922,930 (198,180) 
Thorium 5,760 -o- -0- 5;760 ·5, 760 -0-
Fab. Equip. 29,060 2,400 -o- 31,460 45,950 ( 14,490) 

· Termination "-0- . 46,890 182,820 229,710 229,710· 
Subcontract for 

I. 

Decontamination -0- -o- (58,400)b!' (sa, 40o).bl -0- ( 58,400) 
V-E Underrun - July -o- (25.480)i/ -0- { 212 .~eQ)IJ./ -o- { g~.ieQl 
Total $f;l2f!.~lQ $224.91Q$124.42Q $1.174.84Q $l.g4J..66Q ~H 66.840) 
Fee @ 6% $ ZQ.490 $ 74.f!Ql ~( 1.Qlll 

/-'•{ i -.. c-c· . 

USDOE 017794 
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.UEBRET -
J. S. Hopkins - 2- SEP Z 0 1965 

Actual cost and production is compared with the estimates in the following 
table. 

Production 
Mark V -E lbs. 
Mark V-B Reg. lbs. 
Hark V-B 1211 sets 
Tho~ium w' 

~ 
Mark V-E 
Mark V-B 811 

Mark V-B 1211 

Thorium 
Equip. fab. 
Termination 

Total Costs 

Estimates 
10/1/6~ - 9/30/65 
P-65-1 
P-65-2 
P-65-3 
P-66-2 

421,074 w 
128,000 

560 

699,270 
169,380 

97,660 
5,760 

31,460 
171.310 

1.174.840 

Actual 
10/1/64 

thru 
7/3/65 

422,446 
126,995 

653 

781,084 
222,465 ~ 

85,004 
28,496 
43,115 
37.897 

1.198.061 

Variation 
1,372 

(1;005) 

81,814 
53,085 

(12,656) 
22,736 
11,655 

(133 .4],3) 
23.221 

w 96,000 lbs P-65-1 Oct-Nov 1964; 216,000 lbs Dec-April P-65-2; 
122,574 lbs E-65-3; (13,500) lbs P-66-2 

g/ Basically completed prior to this contract period for fee purposes 
~ Includes 47,523 costs of write-off of Inv. & Alcoa cancellation 

Conclusion 

Sylcor bas basically performed their production requirements as established 
in the contract. A fee of $70,490 should be negotiated for the year ending 
September 30, 1965. The $58,400 included in their proposal P-66-2 of 
September 8, 1965 for decontruaination should be del~ted from this proposal. 
An amount of $25,480-should be deleted from their proposal P-65-3 of -
June 1, 1965 for not completing about 13,500 lbs• of Mark V-E elements. 

A new contract ~ill be negotiated to cover termination costs beyond September 30, 
1965, with fee ba-ing paid to a~sure a competent job of decontamination by _ 
a subcontractor. 

Contract Finance Inrormation 

Obli~ations 
Unpaid Obligations 6/30/65 

Ooerations 
$ 512,226 

-sSEeREl \ 
' 

Equipment 
-o~ 

Total 
$ 512,226 

USDOE 017795 
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J. S. Hopkins - 3-
SEP :~ 0 \95$ 

COntract Finance Information (cont'd) 

Requirement' 
Working Capital 6 30/65 (negative) 
Costs - July Actual 
Costs - August and September ~ P-66-2 
Fee Withheld (Est.) 
Commitments 9/30/65 (Est.) 

Total. Requirements 

Deobligate This Modification 
Equipment 
Operations & Fee 

$(205.391) 

Equipment 
-o- . 

-o-
-o-
-o-
-o-

Total 
$ 9,155 

54,811 
131,884 
10,985 

100.000 
$ 306.835_ 

$(205.39i) 
$( 2,516) 
$(202,875) 

The Revised Estimated Cost is as Follows 
P-66-2 Inc. Fee 

Activity Cost Fee TQtal P-6~-g C!J.aog~ 

Mark V-E 
Mark V-B Reg. 
Mark V-B 1211 

Thorium 
Fab. Equip. 
Purchased Equip,. ··-
Termination -. 

Total 

$ 739,128 
212,302 
79,144 
28,151 
41,228 
9,038 

152.Q38 
$1.26l:.Q29 

$41,956 
10,163 

5,860 
345 

1,887 
-o­

w.gz9 
$7Q.49Q 

$ 781,084 
222,465 
85,004 
28,496 
43,115 
9,038 

l6z.;uz 
~l.~~l.f2l9 

$ 980,157 $(199,073) 
173,258 49,207 

96,973 (11,969} 
27,153 1,343 
50,200 ( 7,085) 
9,800 ( - 762) 
-Q- l6g.317: 

ll.~~7.~4l i( 6.Qg2) 

Recap of Costs & Fixed Fee and Obl1gatiQns 

Operating Costs 
Plant and Capital Equip. 
(Beginning July 1, 1965) 
Fixed Fee (Operations) 

Total EstimatE?]. Cost 

Commission Obligation 
Operation & Fee 
Equipment 
Commitments Operating 

Mod. 4Q 
$30,239,302 

261,289 

Increase 

~1~~~~~~:~ 
( 12,516) 

MQd. 41 
$30,040,438 

248,773 

L712 1 Q82 ( -4.Qll) L708.QU 
$31.997.282 $32.212.673 a/ $(21:5.391) 

$32,202,673 $(205,391) $31,997,282 
1,825 

( 2,516) 
(204, 700) 

s/ Included 10,000 Equipment First Quarter FY 1966 Not Obligated 

USDOE 017796 
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J. S. Hopkins 

Contract Article Ch8~es 

- 4- ~-p 0 1965 ;:at. 

1. Paragraph 1., Estimate of Cost and Fixed Fee, of Article IV -ESTIMATES 
OF COSTS, OBLIGATION OF FUNDS AND FIXED FEE is revised to read as 
follows: 

11 1. Estimate of Cost and Fixed· Fee. The presently estimated cost of 
the work under this Contract is $30,289,211, exclusive of the 
Contractor• s fixed fe·e. The Contractor• s fixed fee as set· forth 
in paragraph 2., of Article V of the Contract is $1,708,071. The 
estimated cost of the work, as described in paragraph 1. of the 
Article entitled Scope of Work for the period October 1, 1964, 
to September 30, 1965, is $1,174,840, ·exclusive of the Contractor's 
fixed fee of $70,490. 11 

;, ")t..l,nv, r ... .l. ..... 'Y..,& \,J•t t.J4.<.:.•- l·uf~·-~u...,..../~ 

2. In paragraph 2., Obligation of Funds of Article IV - ESTIMATE OF COST, 
OBLIDATION OF FUNDS. AND FIXED FEE, the figure "$32,202,67311 is deleted 
and the figure 11 $31,997,28211 is substituted therefor. 

3. Subpar.agraph (f) of paragraph 2., Fixed Fee, of Article V - ALLOWABLE 
COST·ANP FIXED FEE is revised to read: 

11 (f) The fixed fee applicable to work performed during the period 
October 1, 1964, to September 30J 1965, is $70,490. 11 

4. Subparagraph.;{!) of paragraph 2., Payment of Fixed Fee, of Article VI -
PAYMENTS is revised to read: 

"(f) For the J,>eriod October 1, 1964, through September 30, 1965, ninety 
percent (9o%) of the fixed fee of $70,490 shall become due and 
payable in monthly installme~ts as follows: 

October-November 1964 
December, 1964 - July, 1965 
August-September, 1965 

cc: J. J. Wise, Manager's Office, cy. 2A 
R. A. Mess~c~, B&F,.cy. 3A 
N. J. Donahue, T&P, cy. 4A 

~ECR£1 

$6,856 
5,334 
3,528 

USDOE 017797 
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(. :l · .. ~.:.:_::.;:..:.: 

Mr. a. c. BlUr, .Manqu 
U.l. Ato.1o Bnerg C~n1on 
S.Y&DJl&h Jti?er Operation. ott1ce 
P.O. Box A 
Aiken, a.c. 
Dear Mr. Blair. 

Bepteeber 23, 1965 

J:noloaed 11 our propoaal tor exteru~ton ot the contract work 
beJond 8epteaber 30. 1965 tor purpoael or t1nal1sat1on or 
oloaeout .xpeftaea. Ve cannot 1Nba1t th1a .PI'opoul on a t1xed 
prioe baaia aa reque•ted b7 Jleaara. Hopkin. aDd Donahue durin& 
their r.oent rtait. Ve c1o not han tirw t1pr .. on the 
deoont..iAI.Uon .. rdoe a.nd tHl that aD7 labor reqUired 1Jl 
the oleanout ahould be on a CPPP baa1•· 

In cona1der1ng the t1•• involved in the ohanout and deoontaa1na­
t1on alone with the ooat1Du1ns adm1natrat1"fe requirement•• 
•• propoee the tollowln& oontraotual arra.nse~Nnt. 

1. '-I'Wl1.Date COiltract 1293 aa ot Septftlber 30, 1965 tor 
oloaure ot tnteara ted boon and recorda. 

2. Initiate a new C'ITI oontraot ettect1ve Ootober 1, 1965 
tor \he oleanout and ~1n1atrat1Ye ~nsea involved 
1n the oloaeout. 

3· .Deooota•1n•t1on ••rvto•. travel. and srloor labor involved· 
1ft the pb7a1cal ohanout w1ll be oharpd on an actual 
oat bada. 

4. AdM1nhtrat1ve axpenae be.;t1xed at $17,570 d1arega.rd1ng tt•• Involved 1n th1a clo .. out. '!hi• &DOunt vu oaloulated 

SYL00051794 



), 

'baH4 on uU.\ed "roeatap ~ tiM et acoo\llltin& and 
--.-.n• )enOI'Inel 1nYOlYM 1n oloeeout or the 1n~hc1 
oontraot beOb, au! t aDd ••ttl-.nt or i.JiproYeNQta and 
other ooatraot\aal -~ten. 

~ totAl oo•• ot thi• oloaeout 1a .. tuahd at t75,940 ,lua 
.3,800 ot t1se4 t... Ble lar&•at 1tea i.D"folved 11 tbe 
deoont.atnation urnot enaated at t5Q,ooo. 
U th1a JIII'Opoaal ... ,. with 7'fNZ' appro"fal .. would appreciate 
JOV JIHP&I"1D& a OODtrsot doe_.\ pnozo M OotoMI" l, 1965. 

YW"/ tl"\t17 JOUr I, 

S'!LCOJ\ :DlVU 10M 
B1LYDIA ILIOftiO fa(I)O<mJ tiC. 

". a. JllaD4aro 
JIIUN.taoturin& Jtana.aer 

.... • 

SYL00051795 
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SYLCOR DIVISION 
SYLVANIA EUX:TRIC PRODUCTS llfC. 
HICKSVILLE, HEW YORK 

CONTRACT 1293 TmMINATION 

I. Termination Cost Proposal - fue 6/30/65 

A. Decontamination of ell. necessary equipment, grounds and 
buildings. 
H. Grieb making survey on equipment - production machining, 
burning building, pump house, sumps, etc. fue Date 6/25/65. 

B. E}],uipment and materials to be moved to SROO BDd other A E C 
locations - includes rigging, crating BDil shipping expense. 
Ell. Meyer by 6/18/65. 

C. Fack.aging and shipment in drums of all contaminated materials 
and equipment for burial. H. Grieb by 6/25/65. 

D. Removal of piping BDd equipment affi.xed to buildings and re­
place buildings to acceptable condition. Ea. Meyer by 6/25/65. 

II. Close-out Negotiations 

A. Settlement of improvements to buildings at fair value. 

B. Negotiate vith A E C for purchase of materials and equipment 
ve vant. 

SYL 000504 
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SYLCOR DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC. 
Hicksville., New York Coutract Closeout 
contract AT(30-1)·1293 Proposal-CPFF 2asi~ 

Oct. :~ov. Dec. Tota! -
1. BUILDINGS & AREA CLEANCUT 

Xc~uai EXJfinse &sis 
tabOr ( me Cards) 2#250 1,05-J 3s300 
Payroll Cost f 2<>:' of Labor) 450 2iC· 660 
Heat & Light Fix"ed Am' t par Mo. ~ 800 80J 1.,6oo 
Mise Materials (Actual Purchases 300 203 ~ -TOTAL 3;8(),) 2:260 6_,o5o 

2. ADMINISTRATIV~ EXPENSE 
Pixea F1on~nil :SS:sis 
tabOr - Accounting 1,940 1,120 1,120 4.,180 

Management 1,150 950 950 3.050 
Health, Safety,Security 1,910 1.2~0 --=--- ~ 4,322 

TOTAL LABOR 5,000 3,310 3.310 11,620 
Payroll Cost @ 20% 1,000 660 660 2,320 
Occupancy @ 6~ 300 200 200 700 
Other Office Exp. @ 8% 400 270 250 930 
Legal Expense 2z000 ~ 

TOTAL FIXED ADMIN EXPENSE 8;700 -4;44C 11~430 17,570 

3- OTHER EXPENSES 
Actual Expense Basis 

Decontamination Service 50,000 50,000 
Travel 600 600 1.,200 

TOTAL 600 50,6oC 51,200 

TOTAL COST 13,100 51,300 4:430 74,830 
Home Office G&A @ 1.5~ 200 860 50 1,110 

TOTAL 13,300 58.160 4,480 75,940 
FIXED FEE 670 2~910 220 3,800 

TOTAL CONTRACT 13,970 61,070 4,700 79 .. 740 -·--- ---

SYL 000508 
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I SYLCOR ·DIVISION 
SYLVAHIA ELEC11liC PRODUC~ INC. 
HlckBvUle, New York 
Contract AT(30-1)·1293 

contract Closeout 
Proposal-CPFF Basis 

.j I 1. 

2. 

Oct. . Nov. ---
BUILJ)INOS & AREA CLEANOU'l' 

Xct:ab!·~nae~ls r 'l'l.IDe s) 
Payroll Coat (~ o~ Labor) 
Heat a: Light (JP1xed Am•t per Mo.) 
Miec Materials (Actual Purchases) 

'l'CirAL 

2,250 
450 
Boo 
300 -3,800 

AriMnfiS'l'RATIVB EXPENSE 1!---. 1~ 
Plied Ronfhlz Ba:sls -~~· ) -
tabOr ~ Accounting ~f. 1,940-

Management 1,150 
'f ~.D~Health, Sarety,Secur1ty 1·· 1,910 ----- TOTAL LABOR 5,000 

Payroll Cost 0 ~ 
· Occupancy @ &/1 

Other Ot!'ice Eltp. @ 8:' 
Legal Expense 

TOTAL FIXED ADMIN EXPENSE 

1,000 
300 
400 

2,000 

1,050 
210 
Boo 
200 -2,260 

1,120 
950_1 

1,2.1JO -3,310 
66o 
200 
270 

3. OTHER EXPENSES 

8,;700 
~ 1'-fd 

Actual Expense Basis 
Decontamination Service 
Travel 
~ TOTAL 

TOTAL COST 

Home Ott1ce G&A @ 1.5~ 

TOTAL 

50,000 
')(_ 600 600 

600 5(),6oo 

13,100 
200 

13,300 
670 

57.300 
860 

58,160 
2,910 

Dec. -

1,120 
950 

1,240 

3,310 
660 
200 
260 

4,430 

4,430 
50 

4,480 
220 

Total 

4,180 
3.050"' 
4",390 

11,620 
2,320 

700 
. 930 

2,000 

17.570 

50,000 
1,200 

51,200 

74,830 
1,110 

75.94o 
3.aoo FIXED FEE 

TOTAL CONTRACT 13,970 61,070 4,700 79,740 

"lf't>O 

'L<)' 0 
~0 

11'~--

~ 

JOOU 
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SYLCOR DIVISI•J:tl 
SYLVANIA ELECTRIC PRODUCTS INC. 
Hicksville, New York 
_Contract AT(30-l)-1293 

1. BUILDINGS & AREA CLEANCiJ'l' 
Acfaual ~nse Basis 

bor me cards) 
Payroll Cost (2~ of Labor) 

2. 

Heat & Light (Fixed Am' t per i'<lo. ) 
Mise Materials (Actual Purchases) 

TOTAL 

ADriJINISTRATI\i"E EXPENSE 
FiXed Monthly Basis 
tabor - Accounting 

Management 
Health, Safety1 Secur1ty 

Payroll Cost @ 20% 
Occupancy @ 6% 

TOTAL LABOR 

Cc~~r~ct C!o~eout 
Proposa!-~F~~ Ecsis 

fut. ::o~r. 

., ,.... .. "' ... ~· .. ~.:::~.,J 

i1 ':at' ---· - Total 

~,"'---> 3' 300 t: 
.'~··· .. · 65o' 
·;,~c' 1:6oo 

2,250 
450 
800 
300 

2l0 
sa~ 
2oa ------~ soo 1 

~~- -:..-' =·v 6,o5o 3,800 2,260 

19LoQ/;t.<-c- 1 ~:J~l:;:1 "i?O~ . . ..~-- _, __ 
1.:150 950 :-~-~ 950 
1 z 9!e- ~ - 1_, 2_!!2, 
5_,000 2.)::.~ 3. 310 ;.;.• 3,310 
1_,000 ::~~- 6&0 _,__, 660 

300 'uO 200 ~~ 20J 
400 !qo 2700~ 260 

4,180 
3,050 
4,390 

Other Of rice Exp. @ 8% 
Legal Expense /" 2,000---- __ -_::__ -----~­

11_,620 
2,320 

700 
930 

2:000 

TOTAL FIXED ADMIN EXPENSE 

3. OTHER EXPENSES 
Actual Expense Basis 

Decontamination Service 
Travel 

TOTAL COST 
Home Office G&A @ 1. 5% 

FIXED FEE 

TOTAL CONTRACT 

TOTAL 

TOTAL 

I 

! 
i 

; 

}··- 600 

600 

13_,100 
200 

13,300 
670 

13,970 

17 .. 570 

50,1100 50,000 
.;o-J 1_,200 --50: )OO 51,200 

-·-
57' 300 4:430 74,830 

350 50 1,110 
-~ ~ 

58_,16o 4, l~Bo 75,940 
2,)10 220 3,800 
~--~ 

61 •. }70 4,700 79,740 -----

SYL 000514 
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SYLCOR- DIVISION 
SYLVANIA ELECTRIC PRODUCTS INC. 
Hicksville, New York 
Contract AT(30-l)-1293 

1. BUILDINGS & AREA CLE.e.NCUT 
Ac~ual EXPense Besis 

Labor (~ime Caras} 
Payroll Cost (20%-of Labor) 
Hea. t & Light (Fixed .t.m' t pe:r ;.;o. 
Mise Materials (Actual Purche.sez 

T'OTAL 

2. ADMINISTRATI\i"E EXPEHSE 
Flx~d f.lcntlu.y Bes:w 
Labor - Accoun~ing 

Management 
Heal tl1~ Safety =Securit~l 

Payroll Cost @ 20% 
Occupancy @ ~ 
other Of.f'ice E:::p. @ 
Legal Expense 

TOTAL 1..!-.BI:~ 

TOTAL FIXED Amrm EX.PEHSE 

3. OTHER EXPEtJSES 
Actual Expense Basis 
Decont~~1nation Service 
Travel 

TOTAL 

TOTAL COST 

Home Office G&:A @ 1. 5% 
TOT AI. 

FIXED FEE 

TOTAL CONTRACT 

2. 250 
£~50 
8oc 
~00 

.~-..-:--

3,800 

l., 9l~O 
~,150 
!,910 
5~000 
~,ODC 

300 
40: 
~ 
8:?00 

60G 

600 

13,100 
200 

13.300 
670 

13,970 

'I'ot~l 

l: 12·:) l.,:!.2G l;, 180 
95·~·· sse: 3,050 

1.2t;.() l.2i.~O 4.3~ -.... -~ 

3: 3lC.- 3,310 11,620 
~~"'t 
~·oJ\o.•" 

.- -..... 
V~·J 2,320 

20:0: 200 700 
27C: 250 930 

21000 

4:41.:-C· !: : l~-3C.t 17 ~570 

5C., C.(;:_', 50,000 
600 1,200 

-~ 

50~60:. 51~200 

----~ 

57.30.:' 4.!:.30 74,830 
85( 50 1,110 

-~ 

58,!6(- 4 • .'J80 75.940 
2. 91( 220 3 .. 8oo 

--=-.-.:.....-.. 

·51,07~ l! .• 700 79.740 
·-----~· 
~· -
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.... -=--- .. I 

~~y~~:l :~~~ - ~~­
VccupcilC::f :~ 6;,~ 
Other Off'ice E::n. @ 8{> 
Legal Expense -

TOTAL FIXED ADMIN EXPENSE 

3. OTHER EXPENSES 
Actual ~ll3e Basis 

Decontamination Service 
Travel 

TOTAL 

TOTAL COST 

Home Office G&A@ 1.5% 
TOTAL 

FIXED FEE 

TOTAL CONTRACT 

... ........ 

--:-.· .. -.· ·-- -

..... -... 
-.· .. - -· 

::;c::.­
lioo 

2,00~ 

8,700 

600 - 600 

-
13_,100 

200 

13,300 
670 

13.970 

: . .:.-. -·· . :~ ... 

50, OC<'l 
6C·~ --50,.60;) 

--· -
57.3~0 l;.; 430 

850 50 
-~--

58,!60 .1.::480 
2~910 220 --

61,0'("0 4,700 ------- --~.....:.-=..- ----
SYL 000516 
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930 

2:000 

17,570 
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1,200 

51,200 

74,830 
1,110 

75,940 
3 .. 800 

79 .. 740 



SYLCOR DIVISIOrl 
SYLVANIA ELECTRIC PRODUCTS I!W. 
Hicksville, New York 
Contract AT(30-l}-1293 

1. BUILDINGS & P~ CLIDL~CUT 
Ac~ual EXDense Basis 

t::a:bor ( 'hme cares) 
Payroll Cost (20,% of Labor} 
Heat & Light {Fixed Am't par 110.) 
f41&c filater!a.la (Ac·i:;ual Purchc:.ses) 

TOTAL 

2. ADroliNISTRATIV""E EXPENSE 
F~xed Montfi~y Bas~s 
Labor - Accounting 

Management 
Health, S&fety;Security 

Payroll Cost @ 20% 
Occupancy @ ~ 

TOTAL L.lffiOR 

Other Orf!ce ~D. @ 8% 
Legal Expense · 

TOTfl.L FIXED ADl'J!N EXPEi-ISE 

3. OTHER EXPENSES 

Actual Expense Basis 
Decontamination Service 
Travel 

TOTAL COST 
Home Orfice G&.A @ 1.5% 

FIXED FEE 

TOTAL CONTRACT 

TOTAL 

TOTAL 

c~t. 

1, 91!0 
1,150 
l,QlO 
5,000 
1.000 

.300 
400 

2,0QQ 

8,?00 

600 
600 

13,100 
200 

13,300 
670 

13,970 

==~~:.t.r-~:.;;·~ Clo::e:;1.:.t 
?:.,c~:;~;st.l-:F~7 ::!.sis 

I"\:"..,. 
£.•.· .... --.. .,. .... ; .... n.-

1 1';:-f\ 
..... ~---

95-J 
b.~~~ 
3.,310 

65J 
203 
270 

5C~C::~ 
600 

57:.300 
860 
~ 

58,160 
2=91) 

61,07"> 
~-­-·-

3~310 
6.Sc 
200 
260 

50 -4;480 
220 

4,700 

Totn!. --
3 .. 30.'1 

650 
:;6C~ 
50~ 

6,050 

l!-_,180 
3,050 
4,3~ 

11,620 
2,320 

700 
930 

2~000 

17.J570 

50 .. 000 
1,200 

51,200 

74 .. 830 
1,110 

75 .. 940 
3,800 

79,740 
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SYLCOR D!VISIO!! 
SYLVANIA ELEGTR~C PiWDuCTS ll!C. 
Hiclcsville ~ New Yorlc 
Contract AT(30-l}·l293 

1. BUl~INGS & ?.R.&\ CIJ:\NCUT 
Ac1iual. ~roense Bc.si.s 
-....abor l 'I'ime ~CE) 

Payroll Cost )~~ of Lebo~) 
Heat & Li~ht \li'~ad !lm•t pa:::." i~c. 
Jliec Naterials {Actual Purch2cea 

'IVTAL 

2. ADM!N!STRATDlE ill~PGHSE 
F1.xea Mcn'tluy t1asis 
~bor - AccoQ~t!ng 

!rlanagem::!~i; 

ileal th, Safet~.=-: Sec\.!! .. :l. t~t 

Payroll Cost €' 20% 
Occupancy @ 6% 
Other Office Exn. @ S% 
Legal Expense -

TOTAL FIXED ADiUN E..XP£1-lSE 

3. OTHER EXPENSES 

Actual Expe~e Basis 
Decontamination Service 
Travel 

TO'J.'AL 

TOTAL COST 
Home Of'fice G&A @ 1.5~ 

TOTAL 
FIXED FEE 

TOTAL CONTRACT 

2~23(; 
t.:-5!:! 
30:)C 

--~?. 
3~8VJ 

lSL:.c 
lsl50 
1,~-
5;G~'C 

l.C.~C 
300 
400 

2,000 

8,700 

600 

6oo 

13,100 
200 

13,300 
670 

13,970 
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.::..~·· ... ~·)J 700 
2?.~-J 2:-;o 930 
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4 ::41;.::~ :.~.: L~·3V 17,570 

50,000 50,000 
60:::> 1,200 
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860 50 1,110 --58,160 11-; 480 75~9liO 

2,910 220 3.8oo 

61,070 L!, 700 79.740 
-~-~~ -
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1. BUZLbiBOS & AlmA CLEANOUT 

lOt:! ~ec::a r ) 
Pa;yrol ~t r~ . ot Labor) 
Heat & Lt.Pt (:rixed All' t per Mo. ) 
JIU:B:C Ma~_ialll (Actual Purchases) 

TOTAL 

2. .\DMDOSmAUU KlPBNSB 
J;l'liid ACiithll· Siiie 
Li63r - Aocountfrig 

-~ement 
~ th1 Satety 1 Security 

TOTAL LABOR 
Payroll Cost 8 ~ 
Occupancy 8 ~ 
other Ottice Exp. @ &,( 
!-&gal Expense 

TOTAL PIXKD ADMIN EXPENSE 

3. OTHER EXPENSES . 

Actual Expense Basis 
Decontamination Service 
Travel 

TOTAL 

TOTAL COST 

Ho~e_Ottice O&A 8 ~ 
TOTAL 

FIXED FEE ·. 

TOTAL CONTRACT 

Contract Closeout 
Propoaal-CPP.F Basis 

Oct. 

2,250 
450 
800 
300 

3,800 

-1,940 
1,150 
1,910 
s,ooo 
1,000 

300 
4oO 

2,000 

8,700 

1,050 
210 
Boo 
200 

2,260 

1,120 
950 

1,240 
3,310 

66o 
200 
270 

4,440 

50,000 
600 6oo 

6oo 50,6oo 

13,100 
200 

13,300 
670 

13,970 

57,300 
86o 

58,16o 
2,910 

61,070 

Dec. -

1,120 
950 

1,240 
3,310 

66o 
2oo 
260 

4,430 

4,430 
50 

4,480 
220 

4,700 
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(Page 778 of 1482) 
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UNITED STATES 

ATOMIC ENERGY COMMISSION 
SAVANNAH RIVER OPERATIONS OFFICE 

P.O.BOXA 

AIKEN, SouTH CAROLINA 29802 

October 1, 1965 

Mr. W. K. Mandaro 
Manufacturinz Manager 
Sylcor Divlaion 
Sylvania Electric Producta, Inc. 
Cantiague Road 
Hickcv11le, Mew York 11802 

Dear Hr. ~-tandaro: 

TEL: 404-724-6311 
TWX: 803-631-0000 

WU: AUGUSTA, GA. 

By ita terma, Contract AT(30-l}-1293 expired Sept~r 30. 1965. 
Paragraph 3, !!firation, of ~rtlcle III, TERM IXPIKATIOR AID 
T!RMIRATI~ of aaid Contract provides in the e''nt o! expiration 
that the Contractor ahall - (ii) taka auch other action as may 
be required uftdar other provisions of tbia Agreement and 2ubjact 
to the approval or ratification oC the Commiadon, aa ILL!:}' be 
otharviae appropriate, including but not limited to action for 
the protection and preservation of Go"Vernment property. 

AgreemeDt ia r~uaatad that, under the proviaiona of Paragraph 
3, the ':olloving work 1a othervise appropriate: (1) De.contll!llina­
tion of property and work area, (2) shipment of Government 
property, and (3) performance ol accountin& wor~ aa may be 
requested. 

Upon receipt o~ your agreer~nt aa requested that abo~e ~ork ia 
appropriate. approval fa hereby given for you to proceed vlth 
aaid work. 

Payment for aucb work vill be governed by lpecial te~ and con­
dition• to be mutually agreed to by tbe partiea in aarly 
negotiations. 

!"ailure to asne upon auch teT1111 and conditions vill be handled 
aa a dhpute under Article DI, CIIIIIAL PIOVIS10118, of the 
Contract. 

Sincerely your., 

1.. C. Blair 
Mauser 
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UNITED STATES 

ATOMIC ENERGY COMMISSION 
SAVANNAH RIVF.:R OPERATIONS OFFICE 

P.O. BOXA 

Mr. W. I.. Maodaro 
Manufacturing Manager 
Sylcor Divilion 

AIKEN, SoUTH CAROLINA 29802 

(TEL. & TEL. NORTH AUGUSTA. S. C.l 

NOV i 2 i965 

lylvauia Electric Product• Inc. 
Caotiague Road 
Bickaville. Hew York 11802 

Dear Kr. l!andaro: 

loclo1ed are five draft copie1 of propolad Modification lo. 42 to 
Contract AT(30-1)·1293. 

Tbia propo1ed modification cover• the 1cope of work to be performed 
during the 120-day period following the Septeaber 30. 1965. expira­
tion date of the contract vhlch val the 1ubject of negotiation~ be­
~een aember• of our reapective 1taff1 on October 6. 1965. 

Your attention i1 invited to it .. 2.(a) of the modification 
relating to the repair of da.age1 caueed to your property by the 
ra.oval of Coveroment-owued Fror«rty. You vi 11 note that the 
UIIOunt of coapen1ation ba1 not been 1tated. Thia will be agreed 
upon vhen meaber• of ay ataff ... t with you next week to negotiate 
other .. tters. 

Tbe1e copie1 of the modification are being forwarded for your 
review prior to the meeting. If agre88ent 11 reached upon the 
amount of compensation for repair of damage•. and the agreement 
11 othervi1e acceptable, ple&le execute and return four copie1 of 
the modification to tbi1 office. Tvo fully executed copiel of the 
.udification will be returned to you together with the number of 
conformed copie1 you may require. 

Enclosures: 
Aa 1tated 

Sincerely youra • 

Jl, C. Blair 
Manager 

. . --·- ~J.' 

19R~ 
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DRAFT 
Mr. J. Wise 

11/22/65-gg 

Re: Contract AT(J0-1)-1293 - Termination 

Dear Mr. Wise& 

Pursuant to the termination of the aforesaid Contract by 

the United states Atomic Enerqy Conmission and to the provision of 

Article VIII, as amended, entitled " Settlement of Government Investment 

in Improvements," a meetiDq was held at our Hicksville site on 

November 17, 1965 to determine a mutually ag~eed upon value ot certain 

goverrunent improvements at said Hicksville location. The meeting was 

attended by you and certain of your associates, as well as variou. 

representatives of sylvania. After extended discussions, it was agreed 

that Sylvania would make a settlement offer, as described below. Both 

you and your associates were in agreement therewith. 

As background for the subject offer, it was important to 

recite certain consi~erations bearing thereon and Which we di•cussed 

as a result of the aforesaid Contract provision re "Initial Iarprov~ents." 
,.:._.J-;,. I,·+' 

In accordance with the
1
contract provision, a mutually agreed 

upon net salvage value for the subject improvements was concluded in 

an amount of $1,700. This took into consideration the respective 

appraisAls of the parties, wherein your quoted net salvage value waa 

$3,400 and our quoted net salvage value was zero. The zero figure 

quoted by the Company does not take into conaider~ion the fact that 

the cost of removal of said improvements and related restoration far 

exceeds the value of said improvements. This, however, was called to 

your attention. 

Thereafter, the parties attempted to agree upon an appraised 

value in place for the subject improven\ents, based, in part, on the 
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respective appraisals which had been obtained. The figure you quoted 

was $36,000, whereas our appraised value in place ranged from zero 

to $64,400.25, depending on the usage of the building, or the likEUihood 

thereof. Our appraiser noted that the subject building may well have 

already reached a state of economic and functiona1 obsolecenae, which 

would make the likelihood of resale remote and thus result in the value 

of improvements being zero. As indicated in our discussions, we do 

not intend to use the subject building, but rather intend to sell it 

and thus the salability thereof has a direct effect on the value of 

these improvements. The sub_iect appraiser, as well as other realtors 

has indicated that the sale of the subject building is remota, but that 

the land on which these improvements are located does have marketability. 

and a prospective purchaser undoubtedly would demolish the subject 

buildings. In this instance, of course, the value of these improvements 

would be zero and that was the basis of our initial offer. 
p! ·}/-. t:", _.·· 

In view of our wide s.Uvers1 onr for an amount applicable to 

appraised value in place for the subject ~rovements and theinterest 

in settling the subject prOblem without awaiting the final disposition 

of these improvements, we agreed to officially make the following offer 

to you: 

1. Sylvania will pay to the AEC in full settlement for the 

subject improvements, pursuant to the aforesaid Contract provision, the 

sum of $10,000. 

2. In addition to the aforementioned, Sylvania will withdraw 

its claim for reimbursement for cost of damage incurred in the removal 
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of government owned equipment fraa the plant said claim beinq in the 

amount of $ 3, lfS"":l. It will alao relieve the AEC from any further 

obligation for repaira, restoration and/or dama9es re the contractor's 

property. 'l'hia release llhal.l not U\clude or affect the •um which the 

ABC baa already agreed to pay the contractor for the decontamination of 

the aubject property. 

The aforesaid offer reflects our discussions at the above 

mentioned meetinq and is made without prejudice to the Company's position 

on its interpretation of the subject Contract provisions or the appraised 

value in place. It ia offered, subject to final agreement on contract 

language, in the interest of obtaining an equitable and expeditious 

settlement of the problem. If this offer is not accepted within thit1:Y 

(JO)daya it &hall be considered withdrawn. 

We would appreciate your prompt consideration of this 

settlement offer. 

Very truly yours, 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 41 
', Supplemental Agree·ment to 

Contract AT(JO~l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

CONTRACTOR Sylvania Electric Products Inc. 
Hicksville, Long Island, New York 

SUPPLEMENTAL AGREEMENT: Amend scope of work and other provisions of 
the Contract. 

EFFECTIVE DATE . June 1, 1965 

RECAPITULATION OF REVISED COSTS AND COMMISSION OBLIGATION 

Modification Increase Modification 
No. 40. ~Decrease} No. 41 

Operating Costs $ 30,239,302 $(198,864) $ 30,040,438 

Plant and Capital Equipment 
(Beginning July l, 1965) 261,289 ( 12,516) 248,773 

Fixed Fee (Operations) 1,712,082 ( 4,011) 1,708,071 

Total Estimated Cost $ 32,212,673 ~/ $(215,391) $ 31,997,282 

Co~i~sion Obligation $ 32,202,673 $(205,391) $ 31,997,282 

Operation & Fee 1,825 

Equipment ( 2,516) 

Commitments Operating (204. 700} 

~/ Included $10,000 equipment first quarter FY 1966 not obligated. 

CCORBfa 

,..- • •• s -:::.···"...".· ·: :1·~: ··.:·.·.:; c.·ol:t_~"1i.~~~~ 

•• .I I. 1\ 

y.,·hcn :i·. !··· :· .. ;;. __ ! .,._~ 

lhis ac.'u~;.<:nl a; 
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U.S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 41 
Supplemental Agreement to 
Contract No. AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 29th day of November , 1965, 
effective June l, 1965, unless otherwise hereinafter specifically provided, by 
and betveen the UNITED STATES ATOMIC ENERGY COMMISSION (hereina£ter referred to 
as the "Commission") and SYLVANIA ELECTRIC PRODUCTS INC. (herelnaftar referred to 
as the "Cont rae tor"): 

WITNESSETH TIIAT: 

WHEREAS, as of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(30-l) -129.3 for the performance by the· Contractor of 
certai~ work for the Commission; and 

WHEREAS, said Contract ha~ heretofore been amended from time to time and the 
par.ties desire to further amend said Contract to revise the scope of work and to 
aJDeild certain other provisions of the Contract as hereinafter set forth; and 

' . 
WHEREAS, this Supplemental Agreement is authorized by the Atomic Energy Act of 
1954, as amended; 

NOW, THEREFORE, the parties do mutually agree as follows: 

1. Paragraph 1., Estimate of Coat and Fixed· Fee, of Article IV- ESTUHATES OF 
COSTS, OBLIGATION OF nJNDS AND FIXED FEE, is revhed to read as follows: 

"1. Estimate of Cost and Fixed Fee. The presently estilll8.ted cost of 
the work under this Contract is $30,289,211, exclusive of the Con­
tractor's fixed fee. The Contractor's fixe4 fee as ·set forth in 
paragraph 2. of Article V of the Contract 1e $1,7.08,071. The estimated 
cost of. the work as describtfd. in paragraph 1 of the art·icle entitled 
Scope of Work .for the period October 1, 1?64, to September 30, 1965, is 
$1,261;029, exduaive of the Contractor's fixed fee- of $70,490." 

I 

2. In paragraph 2., Obligation of Funds, of Article IV- ESTIMATES OF COSTS, 
.OBLIGATION OF FUNDS AND FIXED FEE, the figure "$32,202,673" is deleted and 
the figut:e "$31,99~,282" is substitute-d therefor. 

3. Subp~ragraph (f) of paragraph 2., Fixed Fee, of Article V - ALLOWABLE COST 
Amr·FIXED FEE, is revised to. rJad: 

"(f) The fi~ed fee ~pplicable to work performed during the period 
October l, 1964, to September 30, 1965, is $"70,490." 

CONFORMED COPY 

USDOE 017351 
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Modification No. 41 
Supplemental Agreement to 
Cont~act No, AT(J0-1)-1293 
SYLVANIA !LECTIIC PRODUCTS IRC. 

4. Subparagraph.· (f). of paragraph 2., Payment of Fixed Fee, of Artie le VI -
PAYMENTs, is revised. to read: 

"(f) For the'period October 1, 1964, through September 30, 196S, ninety 
perce~t (90'L) of the fixed fee of $70,490 shall beco111e due and pay­
able in monthly installments as follows: 

October-Novem~er 1964 
December 1964 -·July 1965 
August-September 1965 

$6,856 
5,334 
3,528 

5. Appendix "B," Modification Ho. 29, u amended, is further amended aa of 
June 1,-··196"5, and la attached hereto and 11111de a pare· hereof. 

6. All othu tenia and condit-ions of the Contract remain unchanged. 

IN WITNESS WHEREOF, the pArties hereto have executed this Modification as of· 
.the day and year first above· wrh:ten. 

WITNESSES: 

/s/ Mary. G. Steglic 
... 

Hicksville, New York 

(Add_reu) 

/a/ M. Boll 

Hicksville, New York 

UNITED STATES OF AMERICA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: /a/ H. L. Kilburn 

TITLE: Deputy Manager, SROO 

SYLVANIA ELECTRIC PRODUCTS·, IHC. 

BY: ____ I~s_f_·_w_. __ R __ ._K_a_n_d_a_r_o _________________ ___ 

nTLE·: ____ K_a_n_u_f_a_ct_u_r_i_n_· g_M_•_na_g_e_r ___________ _ 

- 2 -
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Modiflcation Ito. 41: _ 
Supplemental Agreement to 
Contract No. AT(JO~l)-1293 
SYLVARIA"ELECTIIC· ~~ODUcTs INC. 

--=J~ • ...:K:..;·~T...:o-.o.-h.;;.er~--·------• certify that I am Aaat. Secretary 

of Syl~ania Electric Products Inc. ~med above; that _w_._R_._K_a_nd_a.;... r_o ______ _ 

who aigned thia Agree~nt_ on behalf of aaid.corporat~on.·va~ then __ H_f~&~·----

_--:M.:;:a:._;n:;:a:.~:s~.:e;::.r_. -----------.of said co_rporation. and that this Agreeilent: 

was "duly signed "for and in behalf of uid corporation by authority of ita govern-

ing body and within the scope of ita corporate powen. 

Witneaa my h~n~~~nd seal of aaid corporation this ~d~y of_ ~ovember 

1965. 

(COB.PORA1'E "SEAL)_ 1•1- J. H. Tooher . 

- 3 -
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Those Listed Below 

R. A. McFeely, Chief of Contracts 
Administrative Diviaion 

CORTllACT AT(30-l) -1293 - SYLVANIA ELECTR.IC PRODUCTS INC. 

U:llAF:pc 

November 30, 1965 

All work under the subject contract has been completed and the 
contract has expired. Please furniah the necessary security and 
patent clearances. 

Addressees: 
J. U. Jones, Director, Security Division 

_!_: .. <!.~ -~~dley, Chief 1 Patent Branch, OCC 

i.· 
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December 6, 1965 

Mr. R. c. Blair, M&nager 
U.s. AtoaU.c Energy Com'nisaion 
savannah River Operations Office 
P.o. Box A 
Aiken, S.C. 

Dear Kr. Blair• 

Rea Modification i42 
egnt{agt AT(JQ-l)-1293 

Encloaed are tour copie• of the aubj ect modification, 
duly ai911ed for Sylcor. 

Please DOte that, lUI per agreement reached, ve bave 
inserted .. zero• as the amount payable undor Articl.e 2 (a) 
of the modification. 

We will await two ful.ly executed copiu after neceaaary 
Goverzwent siqnaturea have bQen affixed. 

Yours very t.J;uly, 

BYLCOR DIVISIOII 
SYLVAJIIA ELEC'!IUC PRODUC'l'S IJIC. 

MB/gg Kilton Boll 
Enc. Contract Administrator 
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U. S. ATOHIC IV!RGY COHHISSION 
Savannah ~1ver Operation• Office 

;{~~ 
-------

Tti 6_l if,-~ 
#\If~. I 

Modification No. 41 r~ .. ~ 
Supple'Dintal Agru .. nt to c~ . J · 
~ontract No. AT(J0-1)-1293 I 
SYLVAMIA EUCTRIC PRODUCTS INC. 

TillS SUPPL!HI:ITAL AGiE!M!MT, entered into the 15th dey of December , 1965, 
e'tfective October 1, 196.5, by and b.-tw-een ·.the Uiii'Tio STATES OF AMERICA (hareh-
• fter referred to u the-·"Governaent") aa rapr .. ented by the UMIT!D STATES 'AtallC 
!HllGT CCJOIISSIOI (hereinafter referred to aa tbe "Co-hdQn") and SYLVANIA 
ELI!CTRIC PllODUCTS llfC. (-herd_naftar referred to aa the "Contractor"): 

WITKISS!1'H TIUT: 

WBUIAS, u of- the lOth da)" ~f D.ecaaber 1951, the Co .. iuion and the Contractor 
entered into Contract AT(J0-1)-1293 for the perfo~ance by the Contractor at itt 
Hick1ville, Lona I•land, Plant of.'certain work for the Coaai11ion; and 

WHllJAS, 1aid Contract ba1 heretofore bean amended froa tt .. to time to revile 
the acope of work and other provieione tharetn; and 

~. the Contract, a1 10 asan4ed and reviled, nov provide• in Article VII -
GOVIJtftK!IT PROPEJ.TY, t·hat there 1ball ._e no charae ·to the Government for the 
etoraae of Government-owned property at the Contractor'• Hick1ville Plant for 
a period of 120 day• after expiration of aaid Contract and in Article III -
TEllK, !XPI~TIOH AND TEIMIRATIOR, that upon expiration, the Contractor •hall: 
(1) di1continue work thereunder, and (2) take auch other action a1 may ba 
required under the proviiion• of the Contract and aubject to the approval of 
the co-inion, such other· action u aay be appropriate! al\d 

WH!J.IAS, uid Contract expired on Septea~r 30, 1965, and the parti .. thereto 
now 4elira to aake a written record of·the appropriate work which it haa been 
aareed •ball be performed by the Contractor within 120 daya after 1uch 
expiration and of the tarml and conditione under which auch work will be· 
parfonNd; and 

WKI~!U, thil Modification baa been prepared for the purpou of aaendina the 
partie•' ~greeaent ~· aforeeaid and for ao other purpo••· 

NOW, TBIJEPOR!, the partie• hereto do-mutually agrea a1 follove: . 
1. That within a period of 120 daya baainni•& October 1, 196.5, the Contractor 

1ball perform the follovina work at ita lickaville Plant. 

(a) Furniah or cauae to be furni1bed all per1onnal, aqui~nt, too11, and 
.. teriah neceaaary to dec:ontaai.nate the entire AT(J0-1) -:1293 Contract 
area at Sylcor'• Rickaville, Jaw York, facility includial the 
deaolition of Buildina Ko. 8. Said building& and around areal •hall 
be decontaainated to 2000 d~/100 aq, c••· (dilintaaradon• per ainute 
par 100 •quare cantimatera) fixed alpba and 100 dpa/100 1q. cma. 
reaovable alpha. 

CONFORMED COPY 
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(b) 

(c) 

Modification No. 42 
Supplemental Agreement to 
Contract No. AT(30-1)~1293 
SYLVANIA ELECTRIC PRODUCTS IWC. 

~repare, crate, and effect the ahipment of Government property as 
directed by the Commission. 

Perform 1uch accounting work in connection with tha above as may be 
reque•t•d by the Commi11ion. 

2. As full and complete compensation for the work ·performed by the Contractor 
as provided in 1. above, the Government shall pay the Contractor: 

(a) For repair of damages caused to the Contractor's property by the 
removal of Government-owned property therefrom, the fixed aum of 
$ -IJ-. payable upon final financial settlement of thi1 Contract. 

(b) For. all work exi:ept ·'that referred to in (a) hereof perfor.ed by the 
Contractor pursuant to l. above, the following: 

(1) Direct labor. and salaries at an actual coat basta, baaed on 
time records main~ained by the Contractor. In-addition, a 
fixed rate of 201 of direct labor and aalariea ahall be paid 
·for fringe benefita and payroll taxes. Theaa amounta ahall 
be paid monthly _a1 incurred and invoiced. 

(2) Heat, lights, utility •ervices, and miscellaneous material• used 
by the Contractor in the perfo~nce of work on an actual coat 
basis, payable monthly aa incurred and invoiced. 

(3) Decontamination of the Plant at a subcontract amount. approved 
. b·y J;he Contracting Officer. payable monthly as incurred and 

invoiced. 

(4) For Hicksville Plant indirect expense (including management, 
accounting a~d. all other overhead) plua home office general and 
administrative expense (corporate leyel), a fixed amount of 
$5,030, payable when 1nvo1ced •• ·follows: at October 31 -, 
$3,030,; at Nov~mber 30 - $1,000; at December _31·- p,ooo. 

(5) ~ fixed faa of $1,860, payable when invoiced as follows: 
ae·october 31 - $686; at November 30 - $687; at December 31 -
~487 1 

3. Paymenta aa provided in paragraph 2. above shall be made from obligated 
funds remaining-available under this Contract aa of September 30, 1965. 

4. That this modification doea not alter and shall not be interpreted to 
alter, change or modify in any respect the dghta, dutiu and responsi­
bilil;.i~s of the parties aa they existed on September 30, 1965, the date 
of the expirat:.ion of Contract AT(30-l) -1293. 

- 2 -
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Modification No. 42 
Supple~ental Agreemaut to 
Contract No. AT(JO-l)-1293 
SYLVANIA ELECTIIC PRODUCTS INC. 

IN WITNESS WHEREOF, the partiea hereto have executed thia Modification aa of 
the day and year firat above written. 

VITHESSES: 

/s/ M. Boll 

Hicksville, New York 
(Addreu) 

/s/ Gr~ce Golden 

Hicksville, New York 
(Addreu) 

UNITED STATES OF AK!:RICJ. 
BY: U. S. ATOMIC EH!lGt COMMISSION 

BY: /s/ R. C. Blair 

TITLE: Manager, SROO 

SYL~IA ELECTRIC PRODUCTS IIC. 

BY: /s/ W. R. Handaro 

TITLE: Manufacturing Manager 

Sylcor Division 

I, ___ J_. __ M_. __ T_oo_h_e_r _______________ , certify that 1 a~ ___ A_s_s_t_._s_e_c_r_e_t_a_r~y ______ _ 

of Sylvania Electric Producta Inc., named above; that W. R. Mandaro 

vbo aiaaad thia Agreement on behalf of aaid corporation, vaa then Mfg. Hgr. 

_s~y~l_c_o_r ___ D_i_v_i_s_io_n ____________ of said corporation, and that thi1 Agreeaent waa 

duly aigned for and in behalf'of aaid corporation by authority of ita governing 

bod7 and within the scope of ita corporate povera. 

Witne11 ay hand and aeal. of said corporation thia ~ day of December 

1965. 

(COilPOIATE SEAL) /a/ J. H. Tooher 

- 3 -
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U. S. ATOMIC ENERGY COMMISSION 
Savannah River Operations Office 

Modification No. 42 
Supplemental Agreement to · 
C~ntract No·. AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

THIS SUPPLEMENTAL AGREEMENT, entered into the .(:;-~day of ){Jca~<-e-y , 1965, 
e'ffective October 1, 1965·;_ by and- betwee_ri ·the UNITED STATE~ OF AMERICA (herein:.. 
after referred to as the- "Government") as represented by the UNITED STATES 'ATOMIC 

·ENERGY COMMISSlQN (hereinafter referred to as th.e "Commlsdon'·1) and SYLVANIA 
ELECTRIC PROJ)OCTS INC. (herei_riafter referred to as the. "Contractor"):· 

WITNESSETH THAT: 

WHEREAS, as of· the lOth day' ·of D.ecember 1951, the Commission and the Contractor. 
entered int"o Contract AT(30-l) -1293 ·for the performance by the Contractor .at its 
Hicksville, Long Island, Plant of certain work for i:he Commission;· and 

WHEREAS, said Contract has heretofore been amended from time to time/to revise 
the scope of work and other provisions therein; and 

WHEREAS, the Contract, as so. amended and revif;ed, now provides· in Articie VIr" -
GOVERNMENT PROPERTY, that ther~ shall be no charge to the Gov€:niment for the 
storage of Government-owned property at the Contractor Is Hicks vi lie Plant for 

. a period _of 120 days after. expiration of said Contract and jn Ar-tfcle III ·­
TERM, EXPIRATION AND TERMINATION, that upon expiration, .the Contractor shall: 
(1) discontinue work thereunder, and (2) take such othe'r action -as may be 
required under the provisions of the Contract and subject to the approval of 
the. Comni.isston, such other action as may be appropriate; and · 

J . : . 

WHEREAS, said Contract expired on September 30; 1965, and the parties thereto 
now desire to make a written record of the appropriate work which it has been 
agreed shall be performed by the contractor within 120 days after such 
expt'ratiori and of the te.rms and condi t:(ons under which such work wi 11· be 
performed;.and 

WHEREAS, this Modification has been prepared for the purpose.of amending the 
par-ties 1 Agreement as aforesaid and for no other purpose. 

NOW~ THEREFORE, the parties heretci do [!lutually agree as follows: 

1.· That within a period of 120 days beginning October 1, 1965; the Contractor 
shall perform the following work at t'ts Ricks ville Plant. 

(a) Furnish or cause to be .furnished all personnel, equipment, tools, .and 
materials_necessary to decontaminate the entire AT(30-l):-:1293 Contract 
area at Sylcor's Hicksville, New York, facility including. the 
demolition of Building No. 8. Said buildings and ground areas shall 
be decontaminated to 2000 dpm/100 sq. ems. (dis{ntegriltions per minute 
per 100 square centimeters) fixed alpha and 100 dpm/100 sq. ems. 
removable ~lpha. 

A. E. G. FILE COPY 



Modification No. 42 
Supplemental Agreement to· 
Contract No. AT(30-l)-1293 
SYLVANIA ELECTRIC PROtlUCTS INC. 

(b) Prepare, crate, and effect the shipment of Government property as · 
directed by the Commission. 

(c) Perform such accounting work in connection with the above as may·be 
requested by the Comm-ission. 

2. As fttll and complete compensation for the work performed by the Con·cractor · 
as provided in 1. above, the Government shalt pay the Contractor: 

(a) Forrepair of damages caused to the Contractor's property by the 
removal of Government-owned prop:et'ty therefrom, the fixed sum of 
$ -0- payable upon fi~a:t financial settlement of this Contrac.t. 

(b) For. all work except that referred to in (a) hereof performed by th~ 
Contractor pursuant to 1. above, the following:· 

(1) Direct labor. and salaries at an actuai cost ·basis, bfsed on· 
time records mai-ntained by the Contractor. In additio~, a 
fixed rate of 20% of dir~ct labor and sal~ries shall be paid 
for f~inge benefits and payroll taxes. · The~e amounts shHl 
be paid monthly as incurred and invoiced. · 

(2) Heat, lights, utility services, and misc.ellaneous materials used 
by the Contractor in the per.{ormance of work on an actual cost 
basis; payable ~bnthlf as incurr~d and invoiced, 

(3} Decontamination of the Plant at a subcontract amount app~oved 
by the Contracting Officer, payable monthly as incurred and 
~nvoiced. 

(4) For Hicksville Plant indirect expense (including management, 
accm,mting ·a~d· a·u other overhead) plus. home. office genera 1 and 
admi~istr~tive exp~nse (corporate level), a fixed am6unt o( 

$5,030, payable when invoiced as .follows: at October 31 -
$3,030; at November 30 - $1,000; at Dece~ber 31 - $1,000. 

(~} A figed fee of $lj860i payable when invoiced as follbws: 
at O~tober 31 - $686; at November jo - $687; at Dec~mber· 31 -
$ Lf87: 

3. Payments as provided in par'agraph 2, above· shall be made from obligated 
funds remaining a~ailable under this Contract as of Se~tember 30, 1965. 

4. That this modification does n6t aiter and shall not be interpreted to 
alter, change or mod~fy in any respect t~e rights, duties and resp6nsi~ 
bilities of the parties as they existed on September 30, 1"965, the date 
of the exp~ration of Contract AT(30-l)-1293. 

- 2 -



Modification No. 42 
Supplemental Agreement to 
Contract No. AT(J0-1)-1293 
SYLVANIA ELECTR1C PRODUCTS INC~ 

IN WITNESS WHEREOF, the parties hereto have executed this Modification as of 
th~ day and year firit above written. 

UNITED STATES OF AMERICA 
BY: . U. S. ATOMIC ENERG.Y COMMISSION 

BY:_·--~-~-~----//_
0

~/~~~--~--~~--~--~~~--------
' ·R. c. alair, Manager .· . 

TI rtE: ~--:::..S::o.s v.:..:a:.:..n:..:..:n:::..ci:..:..h -=·Rc:.:i..:..ve=..t..........,O~p~ar~a...,t...,lo.wh'-'L·s-'b ... ---.... ffi.uc:..,i'--___,. 

/ 

J,Z. ~)-ct:( 

SYLVANl;A·~~E~~-PR~DUCTS INC. 

BY:. (~} ~\ .. __ J\\~v,~G' 
WITNESSES: 

\!.! 
w. R. Mandaro 

TITLE: · Mariufact~rtnc:f<tanager · 
·. Sy).cor D1V1S~ . . · 

. ..,.: 

(Address) 

r, 
·,=-~· ·. 

~--~J~·~·~/~)~-~J--~;-·~r-·c-~--~~-~--~-~~( ____ , certify that I am 

of Sylvania Electric Products Inc., n·amed above:; that· tL- (/(.' ;IJ~J•··(Jo-L e>. 

i. 
'I ·.--'i 

re~ 
l--l ,. ' 

who signeQ: this Agreement on behalf of· said corporation,. was then (Y/;: 6 Jh6> c_-

-~...-t __ .:....y_,_. ·-'-:-"-d_··_-...... ...;;.:· ____ v"'") __ , _v_._._· of said corporation, and that this Agreement was 

duly signed for and in behalf of said corporation-by authority of its governing 

body and within the scope of its corporate powers. 

Witness my hand and seal of said corporation this t:Tf.._ day of Jtz.,c--o~ .::s t"' <... , ..• 

1965. 

(CORPORATE SEAL) 
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Roland A. Andereon, Assistant General 
Counsel tor Patents, HQ 

Randall G. Eniley, Chittt 
SaYannah ~ver Patent Group 

December 15, 1965 

CONTRACT AT(30-l)-U9J - SllVAHIA ELECTRIC PRODUCTS, INC. 

CP:AFW:CIIl 

The subject contract expired September JO, 1965 and no extension 
l8 expected. Therefore, it vould be appreciated 1I you would furnish 
a final patent clearance certificate in this contract. 

Interi.lli clearance certificates haTe been iaaued periodically. The 
latest certJ.ficate was issued tor the period July 1, 1963 through 
September 30, 1964. 

CCl H. S. Potter, NYOO 

P. S. to Potter: Please adrlse if we may be ot any a.saistance in 
this ~~&tter. 

OFFICE~ ~J~-~ _, ___ -------------------------· ------------------------- --·---------------------. ·------ ----· ____ ------- --~-----------------···. 
~~ 

SUR::::: _/j_: ~~~-:;~;--~--~~:: .. :::: :::::::::::::::-::-· ·: :::::::::::::::::::: :::_ :::::::::::::::::::::::: :·1· :::::::::::::::: :: :: ::.:-.::: :::_·: ::::::.·::::: 
Form AEC-318 (ReY. 9-53) U. 5. C.OY(.IIM(IOI PAIIITIIIG OrriC( J«J--62761-J 

USDOE 017197 
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(Page 119 of 1482) 
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·_ >i; 
~.. - }. 

~-~{ ~!. 
. . ~- . 

..-~ _ ... ' . 

'.::, .· 

UNITED STATES .. 

ATOMIC ENERGY COMMISSION 
MVAHNAH l'tJVF.It OPERATIONS Ofl'f'tclr 

P.O • .OX A 

AlKOl, SouTH CARouNA 29802 
CTEL. l TEL. NORTH AUCUSTA. t. C.) 

ll1r. V.. a. ..-.ro 
.._faotanaa ... aa•c 
17l"r J1Y111ea 
·•Jhnla lleetrlo ~ou laa. 
Caatiape ..... 

11\l"r; • ~ 1.9Er., ... :...-.... i 0 . 

lleuvtlle, J.oa.a lll.ad, hw York 

hU Ill' • ._..rot 

·.~-. ~-~~-- •. 1... • • ·' 

Joer offer of tlO,OOO 1a full aettl..nt for tM oUI ~­
-eAtl 1a tM Uck.trllla flaat Site .. ,.. ao4 vaift~ ef all ... u 
... fubtre obl1ptioaa uaoc1atu w1tk npaJ.n, ... ~atioa 
... /er a.ape to iylvala 11-tric Pnacta IDa. pcoepeny ia 
.. _..tioa witt~ tM eloeMat of CoDtrao' AT(lt•l)•UU u let 
fHtll 1D )'OUr latter et he. bar 6, 196~, 11 Mcept ... 

Appropriate eoatrMtval laapap tzae.rporati .. late tta. .... 
tnet tiM pent .. • q~1lt with ru,.ct te tile aile.,. •tta 
11·waa pnpan4 a~ will be forwa~ fo• ,.._ nri.., ... 
apprenl allortly. 

lincenly ,.-n, 

.... ,, 

1. c. llair 
Manaaer 

,. . 
.. ~·~,.-~~'iii:"•: ;.,., 

- '· ·. , 
' . ,_: ~ :.::~. 

•t. 

,·_.;. 
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u. B. ac.to Jbe:rV a-taet-. 
Sa'ftlmlah Mnr 0pent.10DII ortloe 
P. 0. lbz A 
Ana., Sou'tla earou. 
-~, 

Ja '\be iDtera't or u eaJ"]J el.cleeout ot the f'iJICc1al a:ttatn or Coatraet 
1.293 w nkit a J&'Opoaal f'f# tbe ntt1e.eat or tbe 1t.e ~tee a • A rat. 
tor the ,eu 1~ ud tbt D1De (9) IIODth per1o4 of 1965 to 0011tzut tera-
1D&t1all. 

AI JCN mow lt unally tan. a hll JeU' or loDia' tor Syl.Yallia aDI ~ 
Depubesa.t ot Dll' .... w IICI"M • a nte tor .. OD D. o.D. eoatneta. IJh1l 
...u. U.11 tM 1965 nte w1ll Dot M Mtab1Ubl4 atU late 1D 1966 ar earl7 
1967 • Ja .u.-atoaa with 1fK1 ~tl.,.. OD thia hbJHt tt .... 
acn-4 t!lat tt 'ftllll4 M to ov .tllal a4YIUI'tap to ~Sate theM nU. 111 
or4er "to aCCC*Pl,1•b a f'aet oloHcM\ ot ~ ~ta. 

Vt haft .. tea our 0oatn.cta ~ at .U.tbu, Maa•., to hPPb' the 
aeo••al7 4a~ "to hbataaUata a aqottate4 nte tar~ purpou. !h1a 
~baa eapdunce ot U. -1ftlda a.. ortlee .A111Ut vtth the D.o.D • 
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U. S. ATOMIC ENERGY COMMISSION 

Savannah River Operations Office 

Modification No. 43 
Supplemental Agreement to 
Contract No. AT(JO-l)-1293 
SYLVANIA ELECTRIC PRODUCTS l~C. 

THIS SUPPLEMENTAL AGREEMENT, entered into the 14th day of )Ht:~~; 1 , !.9~, 
effective December 16, 1965, except as otherwise hereinafter specifically pro­
vided, by and between the UNITED STATES OF AMERICA (hereinafter r~fcrre~ to ae 
the "Government") as represented by the UNITED STATES ATOMIC ENERGY COMHISSIOt-1 
(hereinafter referred to as the "Coumission") and SYLVANIA ELECTRIC rRODUCTS r·~c. 
(hereinafter referred to as the "Contractor"): 

WITNESSETII THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(J0-1)-1293 for the performance by the Contractor at its 
Hicksville, Long Island, Plant of certain work for the Commission; and 

WHEREAS, said Contract has heretofore been amended from time to time and so 
amended and revised expired on September 30, 1965; and 

WHEREAS, prior to the expiration of aaid Contract, the parties had informally 
agreed on an amendment to paragraph 2, Article VIII - SETTLEMENT OF GOVERNMENT 
INVESTMENT IN IMPROVEMENTS, of said Contract but inadvertently neglected to 
include such an agreement in a formal amendment to the Contract; and 

WHEREAS, during the term of said Contract, certain improvements were made at 
the expense of the Government to the lands and buildings of the Contractor 
at ita Plant on Cantiague Road, and the parties, following expiration of said 
Contract and acting pursuant to the provisions of Article VIII of said Contract, 
have agreed on the "appraised value in place;" the "appraised net salvage value" 
and the "mutually agreed value" of said improvements; and 

WHEREAS, within 120 days following the expiration of said Contract, the Govern­
ment, pursuant to_provisions of Article VII -GOVERNMENT PROPERTY, thereof, 
removed certain Government-owned equipment and supplies from the Contractor's 
Plant located on Cantiague Road, Hicksville, Long Island, and in the process 
of such removal damaged buildings of the Contractor; and 

WHEREAS, this Modification has been prepared for the sole purpose of formalizing 
the parties' agreement with respect to matters referred to in the three preceeding 
clauses. 

.} 
NOW, THEREFORE, the parties hereto do mutually agree as follows: ' ·r~ 

1 Y' ,AJ..-
1 u/1 -"' (L.....V. 

~J t . ~_u ... -t-
coNFoRMEo coPY 11 c IJ.P /1-- ,k.;) v 

~ L /~" .r;iJ _v.C: L 

~>- "'-t~' rv 1 k~J J-fl 

USDOE 017184 



Modification No. 43 
Supplemental Agretment to 
Contract No. AT(30-l)-1293 
S~VANIA ELECTRIC PRODUCTS INC. 

1. Effective September 22, 1965, paragraph 2, Article VIII -SETTLEMENT OF 
GOVERNMENT INVESTMENT IN IMPROVEMENTS, 18 &~noed to reA~ a& follows: 

''Upon termination or ex.piratton of this Agreement, the sppraited net 
salvage value of the i~provement& ~hall be determined by mutual agree­
ment of the parties following sepa~ate appraisals to be m&de by an 
appraiser to be selected by the Government and an apprai•er to be · 
selected by the Contractor. Promptly following determination of the 
appraised value in place and the appraised net salvage valu&, the 
Contractor &hall in gcod faith further negotiate with nnd pay to the 
Government an amount equal to the mutually agreed value of such improve­
menta. The mutually agreed value shall be determined after giving full 
consideration to the appraised value in place and the current value to 
the Contractor of such iaprovements. In no event ahall the mutually 
agreed value be less than the appraiaed net salvage value· of the im­
provements. Failure to agree »pon either the appraiaed value in place, 
the appraised net salvage value, or the mutually agreed value to the 
foregoing provisions of this articl~ shall be consider~d a dilpute to 
be settled in accordance with the general provision& of this Contract 
entitled Disputes." 

2. In the interest of arriving at a mutual agreement with respect to matter• 
listed in 3, 4, and 5 below, the Contractor does hereby withdraw ~tl 

claim against the Government for reimbursement for damages occurring to 
its property by the removal of Government-owned equipment at its Plant 
on Cantiague Road, Hicksville, Long Island, and doea hereby release the 
Government from any further and a 11 obligations for repairs, ·ree toration 
and/or damages to such property. 

3. The Government-owned improvements described in Exhibit "A," attached 
hereto and made a part hereof, have an "appraised net salvage value" of 
$1,700 and an "appraised value in placei• of $25,000. 

4. The Contractor agre~a to pay·to the Government for the improvements 
described in Exhibit "A," attached hereto, the sum of $10,000, which sum 
is the amount determined by the parties to be the mutually agreed value 
of said improvements, after giving full consideration to the cur~ent 
value to the Contractor of such improvements and the release by the· 
Contractor of the Government from any further obligations for repairs, 
restoration and/or damages to the Contractor'• property aa provtd~d in_ 
2. above. 

5. Nothing contained herein shall be deemed to prejudice the ·ather righta 
and obligations of the parties hereto as they exitted as of the effective 
date of this amendment. 

- 2 -
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Hodificstlon No. 43 
Supplemental Agreement to 
Coo~ract No. AT(30-l)-1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF, the partie• hereto have executed this Modification as of 
the day and year firat above written. 

WITNESSES: 

/s/ H. Boll 

Hicksville, N. Y, 
(Address) 

Is/ H. Stiglis 

Hicksville. N. Y. 
{Addreu) 

I, J. H. Tooher 

UN11ED STATES OF AMERICA 
BY: U. S. ATOMIC ENERGY COMMISSION 

BY: /s/ 1\. L. KUburn. ~puty Manager 

TITLE: Savannah R!ver Operations Office 

SYLVANIA ELECTRIC PRODUCTS INC. 

BY: /sf W. R. Handaro 
Manufacturing Manager 

TITLE: Sylcor Division 

, certify that I am Asst. Secretary 

~--~-----------------of Sylvania Electric Products Inc., named above; that 

~W~·~R~·~Ma~n~d~a~r~o~------------------who signed this Agreement on behalf of said 

corporation, was then Mfg. Hgr. Sylcor Div. of aaid corporation, 

and that this Agreement was duly ·signed for and in behalf of aaid corporation 

by authority of its governing body and within the scope of.ita corporate powers. 

Witness my handl and seal of said corporation thit ~day of _..;:;J..:;a~n~ua;;;.r;;;..y..._ __ 

196 6 

(CORPORATE SEAL) (s/ J. H. Tooher 

- 3 -
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UNITED STATES ATOMIC ENERGY COMMISSION 

FINDINGS AND DETER}!INATION 

The Atomic· Energy Act of 1954, as amended 

Findings 

In accordance with the require.ments of the Atomic Energy Act of -1954, 
as amend~d, I tnake the following findings: 

1. During the past .thirteen years, Sy1cor Division has operated its 
Ricksville.piant under a cost-plus-fixed-fee type contract :with 
the Conimission for the p:ri~ry performance of canrd:ng uranium slugs 
for the Savannah River Plant reactor use. The land and buildings ·at. 
the Hicksvilleplant are owned by Sylcor; however, the equipment 
utilized· in performing this contra~t work· is owned ·.by· the Commission, 
arid is used exclusively on Commission work. 1 · 

2 .. the Counnission has a contLnuing need for fuel· elements for i.{e SRP 
reactors. 

.':) 
.Jo Specifications for the production of the fuei elements are not.· 

sufficiently d~finitive to permit entering into a fixed unit price 
arrangement. 

4. Program requirements .-are subject to inilliediate change.·. 

Determination 

f.. 
Based upon the. t"oregoing findings, I hereby deterniine that it is 
impracticable-to secure services of the kind.and quality desired without 
the use o·f a cost-plus-fixed-fee supplemental agreement; and 1 hereby· 

authorize the use of satd supplemental a"T_nt. . !/. /) o_.. . . . ·. 
BY' . p !;{', ~ 

. TITLE: Cl_t-{' 0. ilAc:p • s·~-~ 
DATE: f'O ~~ lo/ ~ f 

I I 
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U. S. ATOMIC ENERGY COMMISSION 
Savannah. River Op~rations Office 

Modification No. 43 
Supplemental Agreement to -. 
Cont~act No. AT(30~l)-1293 
SYLVANIA ELECTRIC . PRODUCTS INC. 

. . p . 

THIS. SUPPLEMENTAL AGREEMENT, entered. into the Ld!2 day of ( "ti.-ruut / , 19"- .. 
effective December 16,. 1965; except as· otherilise hereinafte specific ly pro­
vided, by and between the UNITED ·STATES. OF. AMERiCA (hereinafter-.refe ed to as 
the "Gover.riment") as represented by the UNITED. STATES ATOMIC _ENERGY cOMMISSION 
(hereinafter referred to as the "Conimission") _and SYLVANIA ELECTR,IC PRODUCTS INC~:- • 
(hereinafter referred to. as the i•contractor"): .. 

WITNESSETH THAT: 

WHEREAS, as of the lOth day of December 1951, the Commission and the Contractor 
entered into Contract AT(30-l) -l293 for the pe_rformance by the Con.ttar· ·or a:t its· 
Hicksville, Long Island, Plant of certain work for the Connnission; an 

. . . . ~ 

WHEREAS, said Contract has heretofore been amended from time to time and .so 
amended and revised expired on September 30, 1965; and 

WHEREAS, prior .to the expiration of said Contract, .the parties had informally 
agreed· on an amendment to paragraph 2, ·.Article VIII·- SETTLEMENT OF GOVERNMENT. 
INVESTMENT IN· IMPROVEMENTS, of -said Contract but inadvertently neglected to 
include such an agreement in a formal amendment to tl)e Contract; and 

WHEREAS, during the term of said Contract,. certain improvements were made at 
the expense of the Government. to the lands and buildings of the Contractor . · 
at. its Plant ·on Cantiague Road~ and the parties, following ·expiration of said 
Contract and acting pursuant. to the prov{sions. of Article. VIII of said Contract, 
have agreed on- the "appraised value in ptace;" the ''appraised· net. salvage value'' 
and the "mutually agreed value" of said. improvements; and 

WHEREAS; within 120 days following the expiration of said. Contract, the Govern-· 
ment, pursuant to provision~ .of Article VII -,GOVERNMENT PROPERTY, thereof, 
removed certain Government-owned equ-ipment and supplies from the Contractor Is 
Plant. located on Cantiague Road, Hicksville, Long Island, and in the process 
of such· removal damaged buildings of the Contractor; and 

WHEREAS, this Modification has been prepared for the sole purpose of formalizing 
the part_ies' agreement with respect to matters referred to in the three preceeding 
clauses. 

NOW, THEREFORE, the parties here·to do mutually agree as follows:-

~A' -"'1:. ~. ·ftLE COPY. A.. .• v 



Mod-ification No. 43 
Sup~lemental Agreement to 
Contract No. AT(J0-_1) -1293 
SYLVANIA ELECTRIC PRODUCTS INC. 

1. Effectl.ve Sepcember 2.2, 1965, paragraph 2, Article VIII - SETTLEMENT.OF _ 
GOVERNMENT INVESTMENT IN IMPROVEMEN':rs, is- amerided to read as follows: 

"Upon ter-mination or expiration of this Agreement, _the -appraised net 
salvage value of the improvements. shall be determined by. mutual agree_­
ment of the parties followi,ng separate appraisals to be made by an 
appraiser- to be selected by· the Government and an appraiser to be · 

_selected by the Contractor> Promp.tly following determination of the 
appraised ..;.alue in placa' and the'appraised riet sa~vage value, the . 
Contractor shall in 'good faith further negotiate with and pay to the 
Govern~erii: an amount equal to the mutually agreed value of such improve'" 
ments. _The mutually a:greed value shall he. determined ·after giving_ full 
consideration to the appraised .J.alue in place and· the current value to. 
the Contractor of such improvements. In no event. shall the mutually 
agreed value be le~s than. the appraised .net silvage value of the im­
provements. Failure to agiee ~po~ either the appraised valu~·in place, 
the appraised net salvage value, or the mutual.ly agreed valueto the­
foregoing provisions of th{s article shall be considered. a di_. ute to 
be settled in accordance with the general provisions of this. -ontr·act 
entitled Disputes." 

2; In the interest of ar-riving at· a mutual agreement with respect to.· matters 
listed in 3, 4~ ·and 5 belowj th& Cont~ac~oi doe~ her~by withd~aw its · 
clai-in against the Government for reimbursement for damages occu·rd.ng to­
its property by the removaL' of GovE;!rnment-owned equipment at its Plant 
on Cantiague Road, Hicksville; Long Isla·nd; arid does hereby release the 

_ Government from any further and all obLigations for_ repairs,. r-es to ration 
and/or damages to such property.: · 

3. The Government-owned improvements described in Exhibit ;,A,." -attached· 
h_ereto. and made a part hereof~ have an "appraise-d net sa i.vage valU:e··· of 
$1,700 and an "appraised valua' in placei• of $25,000. 

4. The Contractor agrees- to pay to the (;ove'rnment for· the improvements 
described in Exhibit "A~ II attached hereto, the sum, of $10,000, which sun{ 
is the amount determined by the -parties to be the mutually. agreed value . 
of said improvements, after giving full consideration to the ·cu-rrent 
value to the Contractor of such improvements and the release by the 
Contractor of the Government from aiJy further oblig-a·ti6ns for: repairs, 
restoration and/or darri_ages- to the Contractor's property as provided in 
2. above. 

5. Nothing contained herein shall be deemed to. pr-ejudice the other rights 
and obUgati_ons of the parties here_to. as they existed -as of the effective 
d.ate of. this amendment. · . 

- 2 -
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Modtfication No. 43 
Supplemental Agreement to 
Contract No. AT(30-l)-1293 

· SYLVANIA ELECTRIC PRODUCTS INC. 

IN WITNESS WHEREOF, the parties hereto have executed this· Modification as of 
the d~y and y~ar first above written. 

WITNESSES: '.1 
i F 

---,----~) ~;y-(( 
__ . ___ .:.-_/J < (· /j.-. .. t~.Cr. \'), -

5
v .. 

- (Address) ·. 7 / 
. . 

'-~ ____ .:..._ __ . ~-~~t¥~·-it __ 
;J~"-k;;..ite ~- 1-
(Address) l 

I , _______ 2.:_. -:/ ) J • . / c.' o 1/- z- - < 

UNITED STATES OF AMERICA 
BY: U. S. A_TOMIC E~_9l<}? fOMMISSION 

BY:· tl %~-
H. l. Kilburn, Depuly f>k:nager 

TITLE: · Savannah River Oper.:;tions Office 

. SYLVANIA ELECTRIC PRODUCTS INC. 

·(. ·. ·~ \" . \. . 
BY:· \.."-..; .. .\\._} ~ \C~-"-'')~_,•._ (\ 

w. n.-~o 
TITLE: ~turin& I~ 

of Sylvania Electric Products Inc;, named abov-e; that 

l_i_·_ .. :..L_{/J ~-)' ~ •).:_oi'.<..''-'-~.I-1-.:· 0"------- who signed this Agreement on behalf of said 

of said corpbration, 

and that this Agreement was duly signed for and in behalf of said corporation· 

by authority of its governing body and _within the scope of its corporate powers .. 

Witness my haodl and seal of sa.id corporation this-;; i.t. .. day of _ ___:y::..--j~:~_--_ ... __ _ 

196 1-. 

(CORPORATE SEAL) { 
-, 

- 3 -



Asset 
·No. 

34 78 

2002 
.3287 
3289 

' 3416 
3482 

· 'EXHIB1T "A" 

. IMPROVEMENTS TO 'PROPERTY CONTRACt AT(30-l) -1293 .. ' 

Descrip.tion. 

'-..~." 
~-

BUILDU~GS, HICKSVILLE REHA-BILITATION 

Install Glass and Security Windows 
Construct. Gas: House 
Heat and Ven'til.ation 
Electricity Installations 
Undergrd Tele & ~lec;Duct Lines 
Addi. -Cafeteria 
Tr~nching·& Pits (Inside Lines)· 
Quality.Control.Room 
Fire Protection System 
Roofing & Roof Monitor 
Fence 

FENCES 

Chain Link w/16 11 Gate 
400r of 7 1 Fen~e ~/dates 
Security Fence w/G~te 
Secutity Folding Ga~e · 
Chain-Link Fence 

Location 

Bldgs. 1 & 2 
s tockagde Area. 

. Bldgs ~ l. & 2. 
B1dg.s .. l & 2 
Bldgs. 1 & 2 
Bldgs. 1&2 
Bldg. l. 
Bldg.l. 
Bldgs. 1.&2 
Bldgs. 1 & 2 
Bldg .. 1. (Adjacent) 

R~ar. Bldg. 
., (Suinp) I. 

Front - Guardhouse 
Bldg. 2 Mach,. We'ld 
Front - Guardhouse 

sho:p 

Bldg. l St()ckade Area 

Date 
Acquire'd 

TO'I'AL 

7/56 
12/53 
6/60 
8/54 
8/59 

'TOTAL· 

. _.. 
r' 

Fir·st. 
cost 
Est.· 

$ 3,916 
1,519 

13,053 
171,224 

1,089 
'3, 7 50 
9,209 
l, 2 36 

22,050 
21,525· 

5,276 

$253,847 

$ 554 
l, 215 

557 
165 

2,022 

$ 4,51'3 

Net Book 
Value 

@ 6/30/65 

$ 54 
652 
447 

94· 
·825 

$2,072 



Asset 
Nci. 

1924 
1925 
1926 
1927 
2035 
2036 
2556 
3676 

. 36 77 
2092 / 

3277 
3278 

3279 . 

2180. 

3492 
3493 

·.I': 

. j 

IMPROVEMENTS TO PROl?ERIT CONTRACT AT(30-l) -1293 

~.· Date 
Description ·Location Acquired 

. BUILDING EgUII'ME:NT 

Fan, Ceiling Exbaus.t · · Bldg. 2 Mach. Shop 9/56 
F·an, Ceiling Exhaust Bldg. 2 Mach. Shop 9!?6 

·Fan., Ceiling Exhaust Bldg .. 2 Mach. Shop 9/56 
Fan, ceiling Exha\,lst Bldg. 2 AE"C Metal Rm. 9/56 
Fan, Ceiling Exhaust Bldg. 2 Cafeteria. 6/56 
Fari, Ceiling Exhaust .Bldg. 2 Cafe·teria. 6/56 
Roof Venti1ator Bldg. 2 AEC Stotkrrn 12/56 
Roof Ventilator . Bldg. 2 Cafeteria 8/61 

.Roof Ventilator Bldg. 2 cafeteria: . 8/61 
Fountain, Wash, Circular B.ldg .. 1 Prod. Washrm lC) I 56 
Fountain, Wash, Circu.lar Bldg. 1 Prod. w.ashtm 7/60 
Fountain., Wash, Circular Bldg. 2 Prod. Mch. 

Washrm 7/60 
:Fount.ain, wash, Circular Bldg. 2 Pl-od. Mch. 

Washrm . 7/60 
. Fountain, Wash, Circular Bldg. 2 Mach. Shop 

Washrm ll/56 

TOTAL 

WALKS 2 PADS2 PARKING FIELD 

Parking Field 1f2 . Park.-· Area: Bldg. 3 . 12/56 
Poles, Te1e. Bumper Guards Parking Fields 2/57 

TOTAL 

- 2 -

Net Book 
First Value 
cost @ 6/30/65 

$ 19~ $ 32 
191 32 
191 32 
191 32 
319 :-0-
319 -o-

99 -0-
284 . 166 
285 168 
240 32 . 
253 131 

179 85 

178 84 

240· 32 

$ 3) 160 $ 826 

$8,070 $1, 169 
185 34 

$8,255 $1,20'3 



Asset 
No. 

3483 
3487 
.3488. 
3480 

. 3491 
3511 
3888·. 

3481 

3489 
3490 
3494 

'3507 
3508 
··.:.733 
3757 
3883 
3458 

IMPROVEME.NTS TO PROPERTY CONTRACT AT.(30-l)-l293 

Description 

CHANGES TO BUILDING.INTERIOR 

Dustp·roof Room 
Expand Men's Room 
Expand Accountabi li.ty Area· 
Alterations to C~feteria 

. Al~erations io Chern. L~b,· 
Vent System - Dtis.t Room 
Production Office 

SUMPS, WELLS AND DRAINS 

C ~a.y Pipe .. Drain 

!)rain Sys tern ,'5, Ta.nks 

Stone Area . 
-Dry We 1.l & c·a tch · Basin. 
2 Dry Wells & Catch Basin· 

Sump· 
Sump Incl. Test Bore #3495 
Filte.r Basin 
Dty Well 
Dry Well 
Sump w /Fence 

Assbly Room Bldg. l 
.13uilding 

,., 
:... 

Building l 
Building ·J· ... 
.Building l 
Bu.i 1ding l. 

·Building L 

tOTAL 

,..~~f:"l:;d~. A r~?..f:. ~Joy,.~·.h ()! :·it.lmps 
. ... . ' l • ;. n ._. t' ~: :.. ... :Jt'i1.l.:.i ,.,a ...... ' - :•c.ors.ge. ,,tea 

Date 
Acquired 

3/57 
8/56 
7/56 

. 8/5.6 
3/53 
5/57 
5/64 

,: /56 

. i. ,;,c; 
ll / S7 

let~n Bldg$. ~ & J Parking 

3eh i t.cl · H 1·:.;,~. 
·~3e1Jind ]3'1..-:~g-~ .1 
Gsad w/Pla:ing Machirii 
Rear Bldg. ~~ 
Stockade 
Rear Bldg •. ~ 

.J 

Mac.h. Sho·p 

':'OT.AL · 

;:: /57 
10/56 
6/56 
l/62 

12/61 
2./6,4 
1/60 

First 
Cost 

$ '7,473 
850 

5,000 
2,561 
1,300 

·714 
1. ,419 

$19,317 

.:.oo 

. 2. :,o 

~. 060 
j',2.50 
2. 9LJ.8 

8LJ.O 
475 
42.0 

l., 7~0. 

··'., · oo· o :::> ... i ' ) 

Ne.t Boo.k 
Value 

@ 6/30/65 

$ 

s 

3.005 
lO l 
464 
314 
-0-
l26. 

1,251 

5,261 

:: . 71 ~ 

~ '242 
l.40 

~78 

u 15. 
J28 
546 
303. 
352 . 

L, 425 

•$ 7,756 



· IMPROVEMEN'Ts. to PROPERTY coNTRACT ·A.T(3b-l) -1293 

Asset 
No, Description 

3515 AUTOMATIC SPRINKLER SYSTEM· 

1. . Pump House 
2: 150jboo.Gallbri Std~~g~ Tank 
3. Hbt Wat~r System (Temp. C6ntrol) 
4. Undergroun~ in•tallatio~ 

6i' & 8" lines·~ check valves, 
underground. piping;· excavating, 
repaving,. etc. 

5. Sprinkler 6verhead pipe 
system incl.· sprinkle:t· heads. 

Location 

.AEC Site 
AEC Site 
AEC Site 

TOTAL COST 

- 4 -

Date 
Acquired· 

7/60 

7/60 

· First 
Cost· 

$ 5, 6.00 
12,000 
2,500 

26,350 

32 ,.312 

$78;762 

N~t Book 
Value 

@ 6/30/65 

$39;402 



Asset · 
No. 

3053 
3683 
3054 . 

Description. 

Air Conditioner 
Cooling Tower 
Air Conditioner 

3250-51 Blower w/Motor 
3360 Fan, Ventilating 

3093 Exhaust Fan 
32 7 5 ·Air Conditioner 
3459 Air S.ys t.em 
3470 Blowers 
3477 Fan 

\ 
I 

i 
·!· 

IMPROVEMENTS TO PROPERTY CONTRACT ;AT(30-·~) -1293 

~-· 

Date 
Location Acquired 

Bldg. 1 Admin, ·:JUice 8/57 
Bldg. L used wi a oove. condi. 9/61 

. Bldg. 2 Acctg, Dept~ .8/57 

Bldg. 1 - on roof 4/60 
Bldg. 2 - Roof Maint. Shop 6/57. 

Bldg. 1 Ori roof Chern. Lab. 11/57 
Bldg. 4 Former Purch .. area 7/60 
Bldg. 1 Exhaust-Plating & . 12/59 

Cheni. Lines • 7/60 
Bldg. l Roof 10/60 

tOtAL 

- 5 ·-

Net Book 
First Value 
Cost @ 6/J0/65 

s 795 s 376 
1,367 596 

200 91... 

846 .62 5 
640 382 

1 '045 244 
967 644 

10,97.5 8,523 
414 207 
873 458 

$18,622 $12' 149 
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FINAL R!L!ASE 

Oo.ntract "o. AT(30-l)-1293 

Contractor SYLVANIA ELECTRIC PRODtx:TS INC. 

The work under Contract No. between the UNITED STATES OF AMERICA (repr~ 
seated by the ATOMIC ENERGY COHHISSIOH) and the Contractor, having been completed 
and finally accepted, and in consideration of final pay.ent thereunder, the United 
States ot America, its officers and ag,nts, are hereby released from all claiaa a'nd 
demands whatsoever ariaina under or by virtue of said Contract except as follows: 

(1) specified clahas in stated amounts or in estilll.8ted amounts where the amounts 
are not ·ausceptib:e of exact statement by the Contractor as follows: 

(2) claima, together with reasonable expenses incidental thereto, based upon 
liabilities of the Co~tractor to third parties arising out of performance 

(3) 

of this Contract; provided that such claims are not known to the Contractor 
on the date of the execution of the release; and provided further that the 
Contractor gives notice of such claims in writing to the Contracting Officer 
not more than six (6) years after the date of the release or the date of aAy 
notice to the Coqtractor that the Government is prepared to make final payment, 
whichever is earlier; and 

claias for reimbursement of costs (other than expenses of the Contractor by 
reason of any indemnification of the Government against patent liability), 
including reasonable expenses incidental thereto; incurred by the Contractor 
under the provisions of this Contract .relating to patents. 

The Contractor agrees, in connection with patent matters and with claias which are 
not released as set forth above, that it will comply with all of the provisions of 
said Contract, including without limitation tho~e provisions relating to notific•tion · 
of the Contracting Officer and relating to the defense or prosecuting of litigation. 

Executed this 29th day of June 

Witneues: 

I Hicksville, N.Y. 
_,(Address) 

/~ ... ~ 
Hicksville, N.Y. 

{Address) 

P.r.!!"'--

19 66. 

3YLVA.?ITA ELECTRIC PRODU::TS me. 
(Contractor) · 

.J~~~ 
:4anufactur1ng Manager, Sylcor 

(Officia 1 Title) 



120 



·;-,-., 

,..., .. ,.,.. -· 
.. , .. -:) 

G!MERAL ASSIGNMENT 

10t0V ALL HEM BY TB!S! PUS!RTS , that _.Jiftallll.YJUftUIJU.&UI!U'CfNIIIJICilJIWIIIQm!IB~ftiii..Jm::.l!:l1.._ ___ _ 

(Contractor) (a corporation organized and existing under the lava of the State of 

-----~»-~S.w ..... •~~-------------• with ita priri~iP.al place of business at 

___.~ ~ ---~~t•- •- ) has been engaged in performing work under 
-'--~·W?IIp?PIIa.....J-a.-.,,,_.._ ... _.._~...,.--..,-~-.a• ... --
Contract Jlo. us•U-1293 with the UNITED STATES OF AMERICA (herein· 

after called the ·~overnment'~, represented by the UNITED STATES ATOMIC ENERGY 

COMMISSION (hereinafter called the "Collllllission"), work under said Contract 

havina been~oepleted and finally accepted) (terminated), and in consideration 

of the terms of said Contract and final payment thereunder, the Contractor does 

hereby presently assign and transfer to the Government, to the extent not hereto-

fore assigned or transferred to the Government, (a) any and all subcontracts, 

purchaae orders, and other agreements entered into in the performance of the 

Contract and all of the rights and interests it may have thereunder, except thoae 

listed in Schedule "A" attached hereto, including without limitation transfer of 

the adeinistration of such subcontracts, purchase orders, and other agreements; 

and (b) all of ita rights to and interests in any refunds, rebates, allowancea, 

accounts receivable, or other credits applicable to or in connection with any 

expenditures which were allowable costa under the said Contract, except •• 

apecifically aet forth in Schedule "B," attached hereto and hereby expressly 

.. de a part hereof. 

In addition, the Contractor does hereby presently assign and transfer to the 

Government all rights and interests of the Contractor in any refunds, rebatea 

or other credits, applicable to or against any expenditures which were allowable 

costa under the above-numbered Contract which are not presently known but which 

.. y materialize at a later date. 

1 
.. 

··' a ~.-; 
•'"! 

.. , 
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The Contractor asreea to furniab, at the expense of the Governaent, any and 

all aaaiatance which .. y he required of it in connection with the enforcement 

of the rlgbta or lntereata herein aaaigned or the settle .. nt or defenae of 

clal .. or litigation arising out of the subcontracts, purchase orders, or 

other agree~~~enta herein or heretofore assigned or transferred, such as5istance 

to include furniahing any and all pertinent records, correspondence, documents, 

and other paper• in ita posaesaion, and the assistance of employees posseaaing 

knowledge of the facts for conference and for attendance in court as witnesses 

in connection vith the enforcement of said rights or the settlement or defense 

_of aaid clai .. o~ litigation. 

The Government, for ita part, does hereby assume all obligations which the 

Contractor may have under the subcontracts, purchase orders, and other agree-

menta herein or heretofore assigned or transferred, to the extent that such 

obligations are allowable coats under the Contract and does hereby release 

the Contractor from all liability and responsibility for the collection of 

any of aaid refunds, rebates, allowances, accounts receivable, or other credits 

herein assigned, and for the enforcement of any rights, or the defense of any 

clai~ or litigation with respect thereto, except as herein provided. 

!xecuted this 29tl: day of 

Jtelsr1lte, I.J. 

"l1oU'tl1l.a' W. Y. 
(Address) 

__ J_u_ne _____ , 1 <J. 6:~. 

By: 

~- lltmp1'1 Szloor Di'fe 
Official Title 

ry: t' . 

BY: 
. '"' .. ~ :>on, a.:l!lger 

Tl TLE: ~a.vannah lU ver Operations Otrf a• 

------------ ------- ---------------

. ·! 

.··· 
i· .... 
:·t 
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If tbe Contractor ia a corporation, the following certificate will be executed: 

CORPORATE CERTIFICATE 

I, --.< )J . / p c //,? - - ..... certify that I am the /A:v--- lrz-r-r a/- ~c 

of the Corporation executing the foregoing assignment; that /i.', -v;'/htg-'" v~ o 

vho aigned the aaid document on behalf of the assignor, was then vltr-(. /J-16 ,c_ _ 

LYL, "-~ ,j/,../ (officer) of said Corporation; that I know his signature, and 

.,... ... , . 
1·.: .. · 
t;" .. .. . 

hia signature tb~reto 1a genuine; and that said assignment was duly aigned, aealed, 

aod attested for and in behalf of said corporation by authority of its governing 

body. 

(CORPORATE SEAL) 

.; .. 
-------------------- ·---- --------



121 



-~· . 

-> 

', -' l'" 

- ·:~·-

jF2003~0019. 
'I. 

UNITED STATES 

ATOMIC ENERGY COMMISSION 
SAVANNAH RIVER O~TIONS OFFICE 

P.O.IJOXA 

AIKEN, SolJ'Il.t CAROLINA 29801 
CTEL." a TEL. NORTH AUGUSTA, S. C.l . 

May 2, -1.~73 

.-- L. Joe .Deal, Asst. Director for 
Health-Protection 

·Division of Operati~l Safety, HQ 

RAD;IDIDGICAL CtEAlruP AND SITE DISPOSAL ·ACTIONS 

~ ~ ~ •.:, 
j . 

··~·cent conversation between· K. E. Herde of· this off-ice and R. E.· Al.l.en 
. of your staf'f' _reveal.ed a change in plans since your February 9, 1973, 
memo on this subject. Mr. Allen :reque·sted that pertinent correspondence 
and reports on the final cleanup of the Sylcor Plant at Hicksville, 
Nev York, be transmitted . since he does not nov p_lan to visit this site.· 

In additi_on to speci:fic response to tl;le fCi11Jr items included in your 
=memorandum, -we are sending fourteen _enclosures that ·describe the· 
~ological aspects of the Sylcor operations. Response to the ~our 
:items follow: · 

: 1. The criteria· applied were at that t:l.me being devel.oped· cooperatively 
by your Division and the Regulatory group·for subsequent incl.usion 
in AEC Manual Chapters 5170 and· 5182. (see enclosures numl>E!red l 
:and 2.) -

2. The final radiological. t;ituatiqn of the dte and .buildings is 
described in· an enclosed copy of "Decontamination of Sylcor 1293 
Ared' by F. J. Bradley, Health Pllysicist of Isotopes, IJic. "(Encl.. 3) 
wbo·was .retained by Sylcor to decontaminate the facil.ity. 
Correspondence confirming the transfer of uranium scrap to the. 
Fernald, Ohio, plant for recovery, and. wastes, sludges and 

· contaminated equipment to 'the Sa:vannah, River Plant ·site is also 
encl.osed. 

3~- CorrespondeDce and records not previouslY menti-oned are ·il:icluded 
in part in other · encl.osures. 

· _4. ·The h:lstory of operational activity and Atoinic Energy Commission 
involvement at the Hicksville site predatedSROO participation 
which began by an' ag:reement of' .July 30, •1954. Previous· to that 
date the contract AT(30•1)-1293 was a research and development 

·-::-~ 

/ 

DOE's Response to Estevez 
. FOIA F2003,-00195 
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· L. Joe Deal . - ·2. May 2, 1973 

. ~ontract ~etween tbe Nev York. eperai;ious Office and Sylvania­
. Electric Prpducts, lllc. · ,'J,'he origin&l proposal of-~. SROO . 
. <:.ontract involved· A f~d i'ee':&.gteeDieirt 1:or the prQduetion of 

: ?5;000 enriched Ui'ani\Dil~~Jl~s to ~ ,~d: by __ a, pz:e;;~llre,. bond#ong 
technique .developed by SylVa.nia at the Bic1tsvi11e pJ.a.:ilt. The 

. necessary aluininum cans, caps· a:ad-·alloy slugs wre :f'urnished to 
· Sylvania by the Comillission. Thj,r» origiJ:lal; agreement was t<) be , 1 

cOitlpleted · by December 31:. 195~. · Tb&t agreement was follolled 
by a. coE!t-pl\ls-f'ix~d-f'ee ·COJ;lt~ct agreement that ·co~tinued \mder 
the riumber desiptiPn AT(30 .. l)-l293 for eJ.even additional )'ears 
at a.n average ann~).' cos1; or neai"lY ~e ndllion dollars. The 
macbinins and cladding o;f ~el elements tor SRP reactors continued 

· to be the entire service . rendered by Sylcor under this contract. 
· The eeven prlncipal buildings· (see sketch in Enci. 3) had ~-total. 
·square footage. of' ~bout- 50,000~ Af'ter January 1965 ·a part of' the 
facility vas used for n~;>n-AEC commercial interest contracts. 

Since Nev York Operations Off'iee was conveni~ntly nearby and bad. 
preViously been obliged to make radio!ogical surveys . at that 
'site, their health physicS. services yere: -used to supplem~nt frequent. 
visits by this office. The ste.f'f of the Hicksville operation of 
Sylcor usually varied from 70 to 130 persons. Final cleanup 
under the direction of ·Isotopes, Inc~ involved the drumming of 
SWJlP sludges tor· s~ipment by this office to the SRP contaminated 
.~ste burial grounds. 

If additional details are required, we vould be pleased to bave o~e of' 
your .staf'f' ~s.sist 'in the search through a ~ther voluminous general 
, correspondence file on the. Sylcor contract negotiatioris. · · 

MEA: KEH: dim 

~~ • /~I . . 
-~~-~4~~--

G. H. Gibqney, Director 
Of:f'ic~· of Environmental fairs 

Enclosures: 
See Attached List 
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TOO If! 

Eiic l~sure s! 

1. Memo August 2, 1965, "Surface Contauiination Controi Criteria for 
Unconditional Release of' Contaminated Property,'' from A. F. Perge, 
OOS, to P. J. H&gelston, SRO. 

2. Memo May 5, 1966, ,;ApproVal of Release of Sylcor Buildings for 
Unlimited Us~s or Sale," from P. J. liagelston, S&TS, SRO, to 
J. S . Hopkins, Adni:in. Di v. , SRO. 

3. Report, January 31, 1966, "Decontamination of Sylcor 1293 Area 
Hicksville," by Dr. F. J. Bradley:, Health Physicist, Isotopes; Inc. 

( 

4. _'Letter May 26, 1965, ·.''Scrap to Fernald for Re·covery," f'rom 
·~ Ed;ward Meyer,' Sylcor.~ to R. c. Blai.r,. SRO Manager. · 

5. Memo July 30, 1965, "Disposal of Contaminated Waste f'rom Sylcor, '' 
from r. A. Hobbs,. 'l'&P,. SRO, to R. c. B"lair, SRO Manager. 

. . . 

· 6. Letter August 4, 1965,· "Transfer of Equi:IJment from Sylcor to 
Savannah ;River Pl.a.nt," f'rom. J. A. Monier, Du Pont, to R. c. Bl.a.ir, 
SRO Manager. 

7. Memo November 4, 1965, "Survey and Dii;posal of' Equi~nt at Sylcor," 
from G., H. Giboney~ S&TS, to.J. s. Hopkins, Adniin. Div., SRO. 

8. Agreement January 1, 1965, "Use ·or Government Owned FaciUtiea in 
Performance of·. P;ri vate Commercial Work, " be t~en AEC and Sylcor. 

9· TWX May 18, 1965, "Notice, Terinination of Contract," from 
,F. p, Baranowski, HQ,, to R. c. l3la,.ir, SRO Manager. 

· 10 . .l Letter December 6, 1965, "Contract 'J:'erinina.tion," from W. R. MandB.ro, 
Sylcor, to R. C. Blair, SRO Manager. . 

11. · Memo April 1, 1966, "Inspection of Sylcor's Hicksville Plapt," from 
N. Stetson, SRO Manager, to w. M. Johnson,. NYOO M.anager • 

. . , ·~ .. 

12. Memo April 4, 1966, "Arrangements for Radiological Monitoring 
and Consultation :at Sylcor," from K. E; · Herde, S&TS, to 

13-

14. 

P. J. Hagelston; S&TS Div., SROO. 
. . . 

Memo Ap;.il 12, 1966, "Levels of Cont~ination Observed at Sylcor,
11 

from K. E. Herde, S&TS, top~ J. Hagelston, S&TS Div., SROO. 

Letter February 1, ·1966~ "Compliance with N •. Y. State Industrial 
Code," from Dr. Mpr:ris Kleinfeld, Consulting Medical ·nirector, 
to Henry Grieb, 'Sylcor. 

NOI.lVll.lSINII'\10\f S3:JI/II.l3S 1Vll3N3S 

8, ..,. sa6ed 10 # 'iv J..J.III\ISNVH.J. XV .::I 
.<06-Ll 66 I'UJO~ lVNOI.ldO 

· DOE Office of Site Closure 
FUSRAPRoom 

H:::n.>I.>IO OIHO 19~6£0610£ XV.'I 11:91 aRL ~0/01/90 
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UNITEO STATES GOVERNMENT 

·.:··.Memorandum 
. ---'---~ 

I 
........ 

:TO P. J. Hagel8ton1 Direct~ 
Safety 6.Tecl$ical Services Division, BR 

-~ 

Alex F. Perge, Chief, Materi~ls Processing 
Safety Br., Div. of Operational- Safety, HQ 

l 
I 

DATE! August 21 196S 

SUBJECT;· SURFACE CONTAMINATION CONTROL CRI'l'BRlA FOR UNCONDITIONAL 'RELEASit OP 

/':· 

: ~--

zoo~ 

-\ 

CONTAMINATim PR.OPERTY - -:-~--_; ___ ..,..__ 
~-----

OS :MPS :.AAS 

Messrs~ Herde and Collirta 1 SR1 have recently cbntacted A;· Schoen of 
this office regarding acceptable radioactive surface contamination levels 
for the unconditional release of uranium contaminated facilities and 
equipment at the Sylcor plant in Hicksville. - This office and the· regu­
latory staff have been cooperating in the development of criteria governing 
the unconditional release of surface contaminated equipment, scrap 1 and 
facilities for inclusion in_the federal regulations and revisions to Me· 
Manual Chapters 5170 and-~182.· The appropriate changes in the regulations 
and the man~l chaptera are not final yet. However, the technical criteria 
have been-agreed to and have-been used. for some·tinie in the regulatory 
progr11m and also certain AEC operations .. 

The table below 
for.unconditio 
and scrap cont 
thorium~. and Th 

ists th.e v~lues that- are p-resently considered acceptable 
release and unrestricted use of facilities 1 equipment 

nated with normal, enriched or depleted uranium1 natural 

~~l 
·;-.·- fERMI~)lf SURFAcE CON'i'.AMINATION LEVIL S 

-> 0 -" 

Beta- g~ 

· - -1_ Fixed Tr~nsferable* 
j Avera,&e Maximum Maxilnum**. 
~ (dJ,m/100 clilZ) (d/m/100 Cfil'Z) 
J; -~ 

• 4 ... _ 

~-. 5000 

0.2 

•25000 
(mrad/hr) 

1.0 

1000 

* Radioactivity which is detected by c,oornonly us_ed smear 
'(_ 

survey techniques. ** Average cOntamiQation levels are not specified. . Items 
which are generally cont~inated with transferilble 
activity warrant-~further d.ecootamination., 

Buy U.S. Savings &nth- Regularly on the Payroll Saving1 Plan 
. DOE Office of Site Closure 

.-----..---,.,_,.----..~---_ . ..;... _.-_. ;....,..... _ ___,_,....._..._.....,.,...~..,.-- -~--~ ............ ~--'"" FUSRAP Room 
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·p • .J. Hagelaton - 2 - Au8uet 2 1 _1965 

Exception& to these leve~s have been approved iB specific ins~nces 
where an inherent _limitation on subsequent use, end e apeeiflc evalua­
tion of the residual contamination levels indicated ao eignlf1Caat 
health hazard to exist~ ., · 

· cc: P. H. Lum, OC 

:.-.: .• 

.John A. Derxy, coNS . 
WilU.am Devine/T~ H. Yakfm.chlck, P 

·Forrest Weatem_, SS 

-. 

,-
.. ·.· 

i. 

·.·. 

. J; (: f_• ~ ~-- ,. 
I 

.. 

. r. r· 
. ' 

.· .... .... -

.... ,_ . 

. ··-·-········· ··-

.• 
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FROM 

_..,, tiiL.;t;.pori;.­

GL-.- (;.6o.h '"-0 HO ll" 

·A1enzorandum 
.~. ~;. li .. pl•. i :.;, !IJ.r·:cL::>r 
t..i:·.i.·i:;:..rat.iv·.' Div:L::io:J 

r·. J. U::t~el:.;t.o.1, Dircct::>r 
:..::.l:.'e'.y·t:.;a Tec.:nical 3-::rvice.; 

DATE: 

St:D]Et:T: JIPPnOV.4L OF ~LEA.3l:: 0? .SY~OR .BUil.Dia::;s i''OR UNLJ1-UT.::;D u:.::J 01: SAL:;. 

·:·:::..~~ Di·.-l:>io.~ ;-;.:n: !1::..:> ~:1 file let: .. ers a~.J../or s;;.rvey repor:-.:. r..;J: "!..>.\: 

sevt::~~l ;ro .• pcj -:. :·,n t ha Je·. been i~l·.-olved ln clean inc 3!1d ll!On.i to:- 1:~,_; 

!J.:5:!.d:'~.-:::;.: 1 c.:-,r:". - l;l.nd :.;·.lrrm.lnjin.: crounds that ha·ve oee!"; li:>er:l ·,::;:ier 
~ontr::;.:~ f..'I( 3:-)-1)-1~93. All reports ae;ree ~Hh t.t:~ finu i ...:,_::: o~ ~: . .:;:; 
DL'i!:.:or::. tnnt the b:.lildi!1gs are :Jo..,·clean anil. ;.:1-:r~n nc~ept.e:·,lt. 

~J.ioe..::·;:.ivity limits as defined in a TWX !'roiL ·R. c. Blair o:-: 
A-1gm:t. 31 1965, (uranium contamination to a level o!' ~000 alpha dis..; 
integretiom;. per min:J~e maximum of fixed contamination ·.:hen e'.reraged 
:rv·cr a o:-;e ~-::.::-/ired c:n·~ area); Es:>e~ti3lly Rll c:n~iZ'3U or em~o.ro.ble 
c:J::r.r.::~.i:-.a-:.:.:.o::1 has be~n rer:ioved by the cleani:1;; operation~ o!'·. I:;otopes 
I.1~~rporst.ed, erra.n[eu by p~r:::ha;:;e orders. _, 

.' 

~·:i :.:. :.i:i_, ele:::~·up co::1pleted you are hereby ti.1tuorize:d Lo release the .· fa::ilities at yo·.1r discretion. 

Bu_r U.S. Sal'ings Bonds RegularfJ• on .the Payroll Savings Plan 
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%1 .ME.&ZI&a -- tP 2 0 .. ace a.caoec - .ca . ... ..: ,__ .:.a .: - ;_.c_ LA 4. •. p - Lea $as •- t - -':so; 



'<.-:-'-


	barcode: *213572*
	barcodetext: 213572


